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ORDERS OF REFERENCE 


Extracts from the Votes and Proceedings of the House of Commons: 
March 15, 1966:— ! 


Mr. Hellyer for Mr. Sharp, seconded by Mr. Pennell, moved,—that a 
joint committee of the Senate and House of Commons be appointed to 
enquire into and report upon the problems of consumer credit, more 
particularly but not so as to restrict the generality of the foregoing to 
enquire into and report upon the operation of Canadian legislation in 
relation thereto; 


That twenty-four members of the House of Commons to be designat- 
ed by the House at a later date, be members of the joint committee, and 
that Standing Order 67(1) of the House of Commons be suspended in 
relation thereto; 


That the said committee have power to call for persons, papers and 
records and examine witnesses; to sit while the House is sitting, and to 
report from time to time and to print such papers and evidence from day 
to day as may be deemed advisable, and that Standing Order 66 be 
suspended in relation thereto; and to engage the services of councel, 
accountants and such other clerical and technical personnel as may be 
deemed necessary, that the Minutes of Proceedings of and evidence given 
before the joint committee during the Twenty-Sixth Parliament be 
referred to the said committee and be made part of the records thereof; 
and that a message be sent to the Senate requesting that House to unite 
with this House for the above purpose, and to select, if the Senate deems 
it advisable, some if its Members to act on the proposed joint committee. 


And debate arising thereon, by unanimous consent, the said motion 
was amended to read as follows: 


That a joint committee of the Senate and House of Commons be 
appointed to enquire into and report the problems of consumer credit, 
more particularly but not so as to restrict the generality of the foregoing 
to enquire into and report upon the operation of Canadian legislation in 
relation thereto; 


That twenty-four members of the House of Commons to be designat- 
ed by the House at a later date, be members of the joint committee, and 
that Standing Order 67(1) of the House of Commons be suspended in 
relation thereto; 


That the said committee have power to call for persons, papers and 
records and examine witnesses; to report from time to time and to print 
such papers and evidence from day to day as may be deemed advisable, 
and that Standing Order 66 be suspended in relation thereto; and to 
engage the services of counsel, accountants, and such other clerical and 
technical personnel as may be deemed necessary, that the Minutes of 
Proceedings of and evidence given before the joint committee during the 
Twenty-Sixth Parliament be referred to the said committee and be made 
part of the records thereof; and that a message be sent to the Senate 
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requesting that House to unite with this House for the above purpose, 
and to select, if the Senate deems it advisable, some of its Members to act 
on the proposed joint committee. 


And the question being put on the said motion, as amended, it was 
agreed to. 


March 18, 1966:— 

By unanimous consent, on motion of Mr. Stewart, seconded by Mr. 
Ryan, it was ordered,—That the subject-matter of the following bills be 
referred to the Joint Committee on Consumer Credit: 


Bill C-4, An Act to provide for the Control of Consumer Credit. 

Bill C-21, An Act to amend the Weights and Measures Act (Truth in 
Packaging). 

Bill C-24, An Act to amend the Small Loans Act (Advertising). 


Bill C-29, An Act to amend the Bankruptcy Act (Wage Earners’ 
Assignments). 


Bill C-39, An Act to amend the Bills of Exchange Act (Instalment 
Purchases). 


Bill C-53, An Act to amend the Small Loans Act. 


Bill C-65, An Act to amend the Bills of Exchange Act and the 
Interest Act (Off-store Instalment Sales). 


Bill C-76, An Act to amend the Small Loans Act. 
Bill C-91, An Act to amend the Small Businesses Loans Act. 
Bill Cu92: An Act to amend the Interest Act. 


March 22, 1966:— 


On motion of Mr. Pilon seconded by Mr. McNulty, it was ordered,— 
That a Message be sent to the Senate to acquaint Their Honours that 
this House will unite with them in the formation of a Joint Committee of 
both Houses to enquire into and to report upon the problems of consumer 
credit, and that the Members to serve on the said Committee, on the part 
of this House, will be as follows: Messrs. Allmand, Andras, Basford, Bell 
(Saint John-Albert), Cashin, Clancy, Coates, Crossman, Deachman, 
Duquet, Hales, Lachance, Lefebvre, Macdonald (Rosedale), Mandziuk, 
Matte, McCutcheon, Nasserden, Olson, Otto, Ryan, Saltsman, Scott and 
Vincent. 


April 4, 1966:— 


On Motion of Mr. Pilon, seconded by Mr. McNulty, it was ordered,— 
That the name of Mr. Irvine be substituted for Mr. Hales on the Joint 
Committee on Consumer Credit, and that a Message be sent to the Senate 
to acquaint Their Honours thereof. 


LEON J. RAYMOND, 
Clerk of the House of Commons. 


CONSUMER CREDIT 5 
Extract from the Minutes of the Proceedings of the Senate: 


March 23, 1966:— 


The Honourable Senator Connolly, P.C., moved, seconded by the 
Honourable Senator Croll: 


That the Senate do unite with the House of Commons in the 
appointment of a Joint Committee of both Houses of Parliament to 
enquire into and report upon the problem of consumer credit, more 
particularly, but not so as to restrict the generality of the foregoing, to 
enquire into and report upon the operation of Canadian legislation 
in relation thereto; 

That twelve Members of the Senate to be designated by the Senate 
at a later date be members of the Joint Committee; 


That the said committee have power to call for persons, papers and 
records and examine witnesses; to report from time to time and to print 
such papers and evidence from day to day as may be deemed advisable, 
and to engage the services of counsel, accountants and such other clerical 
and technical personnel as may be deemed necessary, and to sit during 
sittings and adjournments of the Senate; 

That the Minutes of Proceedings and Evidence given before the Joint 
Committee during the Twenty-sixth Parliament be referred to the said 
Committee and be made part of the records thereof; and 

That a Message be sent to the House of Commons to inform that 
House accordingly. 


After debate, and— 
The question being put on the motion, it was— 


Resolved in the affirmative. 


March 29, 1966:— 


The Honourable Senator Beaubien (Provencher) moved, seconded 
by the Honourable Senator Macdonald (Cape Breton): 

That the following Senators be appointed to act on behalf of the 
Senate on the Joint Committee of the Senate and House of Commons to 
enquire into and report upon the problem of consumer credit, more 
particularly, but not so as to restrict the generality of the foregoing, to 
enquire into and report upon the operation of Canadian legislation in 
relation thereto, namely, the Honourable Senators Croll, Davey, Des- 
chatelets, Gershaw, Hastings, MHollett, Irvine, McGrand, Smith 
(Queens-Shelburne), Thorvaldson, Urquhart, and Vaillancourt; and 

That a Message be sent to the House of Commons to inform that 
House accordingly. 


The question being put on the motion, it was— 


Resolved in the affirmative. 


_ J. F. MACNEILL, 
Clerk of the Senate. 
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MINUTES OF PROCEEDINGS 


THURSDAY, April 21, 1966. 


Pursuant to adjournment and notice the Special Joint Committee of the 
Senate and House of Commons on Consumer Credit met this day at 10:00 a.m. 


Present: For the Senate: The Honourable Senator Croll. For the House of 
Commons: Messrs. Basford, Clancy, Crossman, Duquet, Irvine, Lefebvre, Mac- 
donald (Rosedale), McCutcheon, Nasserden, Otto, Ryan and Saltsman. 


Present: Mr. John J. Urie, Q.C., Counsel; Mr. Jacques L’Heureux, C.A., 
Accountant. 


Mr. Dan McCormack, Vice-President and General Manager, Carling Ac- 
ceptance Ltd., Ottawa, was heard. 


At 11.45 a.m. the Committee adjourned to the call of the Joint Chairman. 
Attest. 


John A. Hinds, 
Assistant Chief Clerk of Committees. 
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THE SENATE 


SPECIAL JOINT COMMITTEE OF THE SENATE AND 
HOUSE OF COMMONS ON CONSUMER CREDIT 


EVIDENCE 


Ottawa, Thursday, April 21, 1966. 


The Special Joint Committee of the Senate and House of Commons on 
Consumer Credit met this day at 10 a.m. 

Senator David A. Croll, Co-Chairman, in the Chair. 

Co-CHAIRMAN (Senator Croll): We have a quorum and I will call the 
meeting to order. My co-chairman, Ron Basford, is at the Broadcasting Com- 
mittee meeting which was called on short notice, but he will be here soon. 

Let me first put on the record the terms of reference. It was resolved: 

That a Joint Committee of the Senate and House of Commons be 
appointed to enquire into and report upon the problems of consumer 
credit, more particularly but not so as to restrict the generality of the 
foregoing to enquire into and report upon the operation of Canadian 
legislation in relation thereto; 

That twenty-four members of the House of Commons to be designat- 
ed by the house at a later date, be members of the joint committee, and 
that Standing Order 67 (1) of the House of Commons be suspended in 
relation thereto; 

That the said committee have power to call for persons, papers and 
records and examine witnesses; to report from time to time and to print 
such papers and evidence from day to day as may be deemed advisable, 
and that Standing Order 66 be suspended in relation thereto; and to 
engage the services of counsel, accountants and such other clerical and 
technical personnel as may be deemed necessary, that the minutes of 
proceedings of and evidence given before the joint committee during the 
Twenty-sixth Parliament be referred to the said committee anid be made 
part of the records thereof; 

Ordered: That a message be sent to the Senate requesting that house 
to unite with this house for the above purpose, and to select, if the 
Senate deems it advisable, some of its members to act on the proposed 
joint committee. 


There was referred to the Committee the following bills: 


Bill C-29, An Act to amend the Bankruptcy Act (Wage Earners’ 
Assignments). 


Bill C-39, An Act to amend the Bills of Exchange Act (Instalment 
Purchases). 


Bill C-53, An Act to amend the Small Loans Act. 


Bill C-65, An Act to amend the Bills of Exchange Act and the 
Interest Act (Off-store Instalment Sales). 


Bill C-76, An Act to amend the Small Loans Act. 
Bill C-91, An Act to amend the Small Businesses Loans Act. 
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Bill C-92, An Act to amend the Interest Act. 

Bill C-21, An Act to amend the Weights and Measures Act (Truth in 
Packaging). 

Bill C-24, An Act to amend the Small Loans Act (Advertising). 

Bill C-4, An Act to provide for the Control of Consumer Credit. 


Bill S-3, An Act to make Provision for the Disclosure of Information 
in respect of Finance Charges. 


Co-CHAIRMAN (Senator Croll): Copies of the bills referred to the commit- 
tee have been provided to all new members of the committee. You have also 
been provided with a list of the witnesses who have already appeared before 
the committee. 

We have here this morning Mr. Dan McCormack, Vice-President and 
General Manager of Carling Acceptance Limited, Ottawa, who will tell us 
something about captive sales agencies and captive sales financing. This should 
be of interest to the committee. We have had evidence on all other aspects of 
this subject but this particular aspect has not yet been touched on, and since 
Mr. McCormack is available this morning we are taking advantage of that. Mr. 
McCormack does not have a brief. You can, however, question him when his 
evidence is complete. 


Mr. Uris: I think, Mr. Chairman, that while Mr. McCormack has no formal 
brief he has prepared some notes for his own use and he has given me a copy. 


Mr. McCormack, to form the basis of subsequent questioning perhaps you 
might review your notes since I think they adequately set forth the problem 
with which the committee is faced, and give us examples of the situation in the 
captive sales finance industry. 


Mr. Dan McCormack, Vice-President and General Manager, Carling Ac- 
ceptance Limited, Ottawa: I think my name was suggested to this committee 
because while what I am doing now has no reference to captive sales finance 
companies and therefore I have no axe to grind, nevertheless I have had many 
years experience with one of the largest independent sales finance companies in 
Canada. It was felt therefore that I might be able to give some information to 
the committee on this matter. 

I understand this committee was to have sat sometime last summer and the 
notes I have now were prepared for that occasion. In the circumstances there 
may be some slight changes, but if there are they will not be extensive. 

At that time, a year ago, there were 150 independent sales finance 
companies operating in Canada. The oldest company was founded in 1920 and 
five of the leading companies of the group, known as the Big Five, operate in 
excess of 600 branch outlets from coast to coast. If you added those operated by 
the remaining 145 companies you would get a total of approximately 1,100 or 
1,200 branch outlets in all so that there is an independent sales finance company 
office for every 20,000 people in Canada. Most of these independent sales finance 
companies provide both wholesale and retail financing services to dealers. These 
services offered by the major companies are pretty well competitive with those 
offered by captive sales agencies. 

In Canada at that time there were manufacturer-owned finance companies 
operating in the motor vehicle, trailer, farm equipment, domestic appliance, 
property improvement and industrial equipment fields. Also certain oil and gas 
companies and some public utilities which sell home heating apparatus operate 
captive sales finance companies. 

Most of these captive companies are U.S. owned. They may be owned by a 
U.S. finance company which is a subsidiary of a U.S. manufacturer or they may 
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be owned sy the manufacturer in Canada which is, in turn, a subsidiary of a 
U.S. manufacturer. A number of U.S. owned companies operating in Canada do 
not have a single office in Canada, yet finance credit sales through dealers here. 

As mentioned previously, these manufacturer-owned companies finance 
many types of goods. However, at present, the largest field seems to be motor 
vehicles. The two largest motor vehicle manufacturers in North America, 
General Motors and Ford, both operate captive sales finance companies in 
Canada as well as in the U.S. General Motors Acceptance has been operating 
here for many years and a year ago had 32 branches—and I do not believe that 
figure would have increased very much—which handle approximately 75 to 80 
per cent of the total financing arising from the sale of new General Motors 
vehicles. General Motors vehicles represent approximately 50 per cent of the 
total vehicles sold in Canada, so the financing of G.M. vehicles represents a very 
large proportion of the total sales finance market in Canada. In other words, 
they probably finance 80 per cent of 50 or 40 per cent of the entire automobile 
field, the new car field. Ford Motor Credit Corporation, the sales finance 
company owned by the Ford Motor Company (U.S.), has only been operating in 
Canada for about four years and now has about 15 branches. 

Going back to G.M.A.C., as stated above, this company operates about 32 
branches in Canada, or about one branch for every 600,000 of population. By 
comparison, the two largest independent companies whose motor vehicle financ- 
ing would be closest to the level obtained by G.M.A.C., operated in excess of 
200 branches for the largest and over 100 for the next largest by the end of 
1965. In terms of population served per branch there would be about 100,000 for 
one company and about 190,000 for the other. 

In that services offered by major companies are in all respects competitive 
with those offered by captive companies, and since independent sales finance 
companies operate many more branches and employ many more people than 
captives, there must be some other factor or factors which would account for a 
captive having 75 or 80 per cent of the available financing of the parent 
manufacturer’s product. The obvious answer is that a large body of retail 
dealers in Canada are restricted in their choice of financing facilities. This effect 
is brought about through the influence of the manufacturer-——-owners of these 
captive companies who strongly influence their dealers or actually deny their 
dealers the right to do business with the finance company of their choice. This 
influence may take the form of coercion—veiled or outright—persuasion, sugges- 
tion or outright dictation. 

Apparently there has never been any formal or concerted attempt made by 
authorities in Canada to confirm the existence of this denial of economic 
freedom to dealers. Nor has there been any legislation to deter manufacturers 
from dictating the “choice” of finance company to their dealers. Because no 
formal inquiry has been made in Canada to determine the ways and means 
whereby manufacturer-finance company combinations deny freedom of choice 
to retail dealers it may be helpful briefly to look at the U.S. record. 

In 1938 General Motors, Ford and Chrysler were indicted on a charge of 
conspiracy to restrain trade in automobiles by coercing dealers to finance car 
sales through their finance subsidiaries. Ford and Chrysler entered into consent 
decrees divesting themselves of their finance subsidiaries and the criminal cases 
against them were dismissed. 

General Motors chose to litigate the criminal indictment, went to trial in 
1939 and was convicted and fined. 

In 1940 a civil suit was filed against General Motors by the U.S. Govern- 
ment, again alleging conspiracy to restrain commerce in automobiles by coerc- 
ing dealers to use the services of its finance subsidiary. The case was finally 
settled in 1952 when General Motors entered into a consent decree in which the 
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company specifically agreed on a policy of non-coercion of dealers, and non- 
discrimination against independent finance companies and dealers utilizing the 
services of these companies. 

Between 1959 and 1962 a number of hearings were held before U.S. 
Government committees concerned with anti-trust laws and several bills were 
introduced, the most recent of which was the Cellar Bill, introduced before the 
U.S. Congress. The Cellar Bill sought to prohibit all motor vehicles manufactur- 
ers from financing vehicles of their own manufacture. Congressman Cellar, 
speaking before the American Finance Conference in November 1960, had this to 
say: 

There are forces at work in our economy which, if left unchecked, 
must end by destroying the free enterprise system and annihilating the 
vital segment of the financial community... 


Testifying before the U.S. Congress in June 1961, Assistant Attorney- 
General Loevinger stated some of the methods whereby manufacturers effected 
coercion and discrimination. Although these methods are not officially document- 
ed in Canada as they are in the U.S. they are known to exist. 

What we feel reasonably sure they do is this: 


1. make threats to cancel and actually cancel dealers’ franchises for 
not giving their business to the manufacturers’ finance subsidiary; 


2. withhold delivery of product when it is in short supply to dealers 
using independent sales financing; 


3. deliver excess product of the less popular type to non-cooperating 
dealers, in periods of over production; 


4. arrange matters so that the finance company of the dealer’s choice 
is precluded from the same convenient arrangements accorded the cap- 
tive company; 


5. make pointed exclusions from ‘inner circles” or other methods of 
ostracizing those dealers not fully “in the family’—intangibles but very 
effective “psychological warfare’’. 


In the absence of any restraining influences whatsoever, is there any good 
reason to believe that these methods are not now being employed in Canada? 

As more and more manufacturer-owned finance companies become estab- 
lished competition in the sales finance industry, generally, lessens. This leads to 
poorer service to dealers and their customers. And service is the stock in trade 
of the independent sales finance industry. Service in the hands of captive 
finance companies is not as important a factor. The interest of the manufactur- 
er-owners of these companies is satisfactorily served by operating a minimum 
number of branches at minimum expense both in people and physical facilities 
employed, all aimed at a high level of instalment paper covering the sale of the 
manufacturer’s product at a minimum of expense. 

One manufacturer-owned finance company has a subsidiary operating in 
Canada with about 15 branches, where none of the 10 directors and 11 officers is 
a Canadian or is resident in Canada. Master accounting of dealer and customer 
records are kept in the U.S. parent’s head office below the border. This company 
is seeking to control the financing of the manufacturer parent’s dealers across 
Canada with a minimum of service and a maximum of profit and dividends to 
the U.S. parent. 

As already noted, one of the largest captive companies operating in Canada 
today services an average population of 600,000 for each branch outlet. The 
figure for one of the largest independents is 100,000 of population per branch 
outlet. While these figures are impressive it is interesting to note that ten 
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years ago this same captive operated one branch for every 561,000 of population 
while the same independent operated one branch for every 194,000 people. The 
captive therefore has not matched population growth in new branches going 
from 561,000 to 600,000 per branch while the independent has more than 
matched population growth going from 194,000 down to 100,000 people per 
branch. 

These figures illustrate the point that the captive finance company dealer 
has less of the service facilities than he could obtain in a competitive market 
place. Also, the dealer and his retail customers often find themselves doing 
business with a company that is many miles away. Some of the captive 
companies doing business in Canada do not have a single office in this country. 

In summary, I think the existence of manufacturer-owned sales finance 
companies seriously affects the economic freedom of a large and growing 
segment of the Canadian business community and the public it serves. As the 
manufacturer-owners of these “‘captive’ companies grow larger and economi- 
cally more powerful, the influence of this growth and power will be diffused 
through their captive companies to affect more and more retail dealers and their 
individual customers. 

The ability of manufacturer-owners of sales finance companies to wield 
undue influence in the market place is unique in that they not only produce the 
goods but control the process by which they are distributed. The trend in this 
state of affairs is toward an overwhelming concentration of economic power 
which could well disturb, permanently, the heretofore successful pattern of 
Canada’s economic growth. 

It should be noted again, too, that most captive finance companies operating 
in Canada are U.S. owned. In any appraisal of the situation it is important to 
consider the overall effect that this has on Canada’s economy. Many millions of 
dollars are slipping through Canadian hands in the form of interest and 
dividends which could and should remain in this country, since more than 
sufficient Canadian capital and physical resources exist to serve the industry 
from which these dollars arise. For the protection of thousands of Canadian 
retail dealers and in the interest of the Canadian public and business com- 
munity generally, some official measures appear most desirable at this time. 

Gentlemen, I wrote that a year ago or I had that prepared a year ago, but I 
do not think too much has changed in it. That is about all that I have to say. 


Co-Chairman Senator CrRoLuL; Mr. Urie, will you start the questioning 
please? 


Mr. URIE: I have only a few questions, Mr. Chairman. 


Mr. McCormack, you gave four or five examples of coercion which were 
apparently found to exist in the United States, the first of which dealt with 
threats of cancellation, or actual cancellation. In your experience in your many 
years in the sales finance field, did you ever encounter cases of actual or 
threatened coercion? 


Mr. McCorMACK: Yes I have. 

Mr. URIE: How many years’ experience have you had in this business? 
Mr. McCormack: I was 25 years— 

Mr. URIE: Twenty-five years before you— 

Mr. McCorMAcK: Twenty-three years before I started on my own. 
Mr. Urtz: Which company were you with, by the way? 

Mr. McCorMaAck: Industrial Acceptance Corporation. 

Mr. URIE: And as such were you stationed wholly in Ottawa? 

Mr. McCorMack: No, I was sales manager in Toronto. 
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Mr. UrtE: So you have had vast experience with sales finance companies. 
During that time did you run into this cancellation or threat of cancellation of 
which you spoke in the United States? 

Mr. McCorMACK: Yes. 

Mr. Urie: Can you give an example, or are there any examples that come 
to mind? 

Mr. McCormack: I think you gentlemen will understand that I do not wish 
to name any individual dealers because— 


Co-CHAIRMAN Senator CROLL: That is quite all right. 


Mr. McCormack: —the franchises that they operate are generally very 
lucrative ones, and I do not think they would like the boat rocked in any way. 
But, I have run into it, yes. 


Mr. UriE: Can you give us an example without using names? 


Mr. McCormack: Yes. As a regional sales manager I was responsible to the 
sales manager—we had a chain of command that was followed. I was responsible 
for the development of new business, and the retention of old business. There 
was a particularly good account that was being serviced by a captive sales 
finance company, and we were successful in persuading the dealer to leave 
them. This is on a competitive basis—our plan against their plan, and our service 
against their service. We were successful in persuading the dealer to leave the 
captive company and come with the company I represented. 

He called me to his home city and told me in the afternoon that he was 
going to a sales meeting in the morning to distribute the new rate books, 
contract forms, and so on, and that effective henceforth they would be dealing 
with the company I represented. This meeting was held. We had representatives 
at the meeting, and we gave a speech, and so on. 

By that time the captive sales finance company’s manufacturer was aware 
of it. Within a day he was approached and asked to withhold his decision for a 
month until they could muster their guns and bring in the troops to see what 
they could do about it. He agreed to do this for them, and we considered it 
eminently fair because we were perfectly prepared. We felt we had a case. We 
were competitively better than the captive company. 

The dealer took a heart attack in between. It was not too severe, but he 
was in the hospital. He told his son that he wished to make the change anyway. 
The son announced to the captive company that he was going to make the 
change. The captive company told him that there was no God-given right to the 
franchise; it did not necessarily pass from father to son; that if the father was 
incapable of operating the dealership then it must be resolved. They said they 
had no objection to the son’s taking it over, but in his own interests, and to 
make it easier for him to get approval, it would be better for him to remain in 
the family. 

I know that this is hearsay evidence, but this is what happened. 


Mr. URIE: Do you have any other example? I think you told me before we 
started this hearing of an instance in which one of the captive companies, which 
also had an associated company in the business of capital loans to dealers, 
exercised some sort of pressure which would amount to the type of coercion of 
which you spoke a moment ago. 


Mr. McCorMack: Well, some of the captive companies operate a further 
company that they call their capital loan company, by which they provide a 
majority of the working capital for a dealer. In other words, a dealer candidate 
may be desirable in all aspects except that he has not enough working capital to 
adequately finance the dealership, so a subsidiary of a manufacturer will 
provide that working capital. They do this by advancing the money in the form 
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of preferred stock which becomes the voting stock—as redeemable preferred 
stock which becomes the voting stock. As the dealer earns money the stock is 
redeemed. But, at the beginning the dealer is a minority shareholder. 

I know of an example where a dealer asked in his application to deal with 
an independent company, and he was told that the board of directors had 
decided that it had better remain again in the family. 


Mr. URIE: I see. Now, insofar as the customer himself is concerned as 
opposed to the dealer, are there situations in which the dealer refuses the 
customer permission to deal with an independent of his own choice? 


Mr. McCorMAck: Well, the customer may specify that he would like to deal 
somewhere else, and the dealer will do the best he can to persuade him to deal 
with the captive company—again, having him remain in the family. There are 
occasions when dealers will absolutely refuse to sell an automobile if the 
financing is done somewhere else, but those are rare and it does not seem to 
me— 


Mr. URiE: Rather than that direct type of pressure are there any indirect 
types of pressure that can be exerted on a customer to keep him in the family, 
as it were? 


Mr. McCormack: There are various rates that they can use, Mr. Urie. I am 
not sure if I follow you. 


Mr. URE: I do not know the answer to this question. I am merely asking if 
there are ways by which they can exert pressure on the prospective customer 
by rates? How do these rates compare? We might go into that. Do the rates of 
the independents vary drastically? 


Mr. McCorMack: You realize that I have been away from this for a couple 
of years, but I am pretty sure that this is still true. Finance companies operate 
on what they call a retention basis with all their dealers. In other words, they 
may want a 6 per cent add-on rate, and they may supply the dealer with a 
various number of rate charts. The spread between what is actually charged 
and what the finance companies retain, the dealer keeps as what he calls a loss 
reserve—a reserve to provide against repossessions and ultimate losses on the 
paper that he sells. The dealer can use any rate he wishes as long as it is the 
minimum. He can operate with no reserve if he wants to. Now, they can do that. 

I think I see what you are getting at. The dealer particularly would like to 
keep the account in the family—this would apply to independent companies as 
well as captive companies—he would like to keep it in the family as much as 
possible because when he gets in a certain amount of dollars of paper financed 
then there is a volume bonus, and so on. 


Mr. URIE: But that applies to both? 
Mr. McCorMaAck: I would say that that would apply to both. 


Mr. URIE: That is what I want to know. Now, I have just one or two more 
questions, after which I assume the members of the committee will have some 
to put to you. You mentioned that in the United States there has been, basically 
by consent, I presume, an agreement between the major manufacturers in the 
automobile industry and the Government that no coercion will be used. From 
you own personal knowledge has this, in fact, affected the volume of business 
that is done by the captive finance companies? 


Mr. McCorMaAckE: In Canada? 
Mr. URIE: In the United States? 
Mr. McCorMack: And in Canada? 


Mr. Urtie: Let us deal with the United States, and then we will come to the 
situation in Canada. 


16 JOINT COMMITTEE 


Mr. McCormack: My understanding is that the amount of a particular 
manufacturer’s business in the United States where there are anti-trust or 
restraint of trade laws is less than half the penetration that it is in Canada 
where there are not such laws. 


Mr. Urte: You said a minute ago that approximately 80 per cent of the new 
car financing done by General Motors dealers is done through G.M.A.C.? 


Mr. McCorMaAck: In my opinion. 

Mr. UrteE: That is as you understand it? 

Mr. McCorRMACK: Yes. 

Mr. Urte: Would that figure be as high in the United States? 


Mr. McCormack: It would be less than 50 per cent in the United States, as 
I understand it. 


Mr. Urie: Was it at any time as high as 80 per cent, and did it decline as a 
result of the consent decrees that have been entered into, or do you know that? 


Mr. McCorMack: Probably, because when Ford and Chrysler went out of 
the finance business back in 1939, I think, they sold their companies. General 
Motors continued. They appealed it, and the appeal went on for so long—I think 
it was 13 years—that the consent decree to relax coercion, which is the phrase 
that the consent decree used—their penetration went down from somewhere 
around what the figure for Canada is to what it is now. 


Mr. SautsmaAN: Mr. McCormack, I have a couple of questions. First of all, 
when you were with I.A.C. formerly, when you approached the dealer in order 
to get him to change from a captive arrangement to the proposition you were 
making to him, what sort of inducements did you offer him, or what sales pitch 
did you use in this regard to the dealer? In other words, why should he change 
from a captive to an independent? 


Mr. McCormack: I think basically—and I mentioned it in the information I 
read—that, first of all, the rates were competitive, the charges to the dealer were 
competitive, the advantages to the user from a monetary point of view were 
competitive. The only thing I could offer was better service. Do you come from 
Galt? 

Mr. SALTSMAN: Yes, that is right. 


Mr. McCormack: I.A.C. handled the Pontiac dealer in Galt. The Chevrolet 
dealer in Galt was handled by the captive company in London. We felt 
that we were able to convince the Pontiac dealer—this company I was with had 
an office in Galt—that we could do a better job for the dealer in Galt than 
General Motors Acceptance Corporation could do for him in London. He agreed 
with us. I think it was service that sold him. 


Mr. SALTSMAN: My experience in the buying of cars over many years, and 
some of them have been financed and some have not been financed, is that 
where you have a captive company you can walk in, and they can tell you right 
then if they will accept or not accept, because they know what the company’s 
requirements are in this regard. There did not seem to be much service or time 
involved, and if the sale of the car was made they could tell you almost 


immediately, ‘““Yes, you can have this” and there would be the writing up of the 
contract and that was the end of it. 


Mr. McCorMack: Are you speaking from a customer’s point of view? 
Mr. SALTSMAN: Yes, from a customer’s point of view. 
Mr. McCormack: I was talking more from the dealer’s point of view; 


although I do feel that the fact that you are in Galt you can handle a person 
better, that he can walk into your office on the main street of Galt, and that you 
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can deal with a man better than on the main street of London. However, from 
the dealer’s point of view I think you can do a-better collection job, being in 
Galt rather than in London. You can do it a lot quicker, by reason of the fact 
that the dealer says he will sell you a car and there has been no question about 
that and there is no bearing on whether the finance company will buy the 
contract; the contract must be phoned or sent to London and the investigation 
must come from London, if there is to be an investigation. If there is any 
collection problem, somebody has to come out from London to do it. So from the 
dealer’s point of view it is better done by the local company. 


Mr. SALTSMAN: Can you give us some example of the rates that are charged 
by captive companies and those charged by companies like I.A.C.? 


Mr. McCormack: I thought I explained that, that this was on a retention 
basis, that the dealer retains a certain amount, percentage, say 6 per cent flat. I 
am talking of a new car. 


Mr. SALTSMAN: Can you tell us what it is in simple interest? 

Mr. McCormack: Mr. Chairman, you are the expert on that. Six per cent 
flat is about 114 per cent. 

Mr. URIE: Seven per cent is 133 per cent. 

Mr. SALTSMAN: And the captive? 


Mr. McCormack: I think about the same. General Motors or Ford may or 
may not include life insurance. The independent companies— 


Mr. SALTSMAN: From the customer’s point of view, is there not a possibility 
that under a circumstance where the dealer is doing business with an independ- 
ent, the customer may be charged a higher rate of interest because he has 
certain discretionary powers there? 

Mr. McCorMACck: He has with the captive company too. 

Mr. SALTSMAN: With the captive company do they not indicate that the 
rate must be— 

Mr. McCorMaAck: Oh, there is a maximum rate to be charged, yes, but the 
good independent, the large independent, also has a maximum rate. 


Mr. SALTSMAN: But in other circumstances dealing with an independent, a 
dealer who sells the car would have a considerable amount of discretion as to 
what interest rate he would charge? 

Mr. McCorMack: Would you repeat that please? 

Mr. SALTSMAN: Dealing with an independent finance company, the dealer 
who was selling the car would have considerable discretion as to the rate he 
was going to charge the customer—greater than if he were bound to a captive 
finance company? 

Mr. McCormack: Not with the larger independents. 

Mr. SALTSMAN: But with the smaller, he would? | 

Mr. McCormack: Yes. Anything could happen; you could go to a loan 
company and borrow. 

Mr. SALTSMAN: What company do you represent now? 

Mr. McCormack: I am not in that business at all now. 

Mr. SALTSMAN: When you were with I.A.C. did you stipulate to the dealers 
to whom you advanced credit that they had to charge a certain amount when 
they sold a car to a customer? 

Mr. McCorMaAck: No. 


Mr. SALTSMAN: So they had discretion to charge whatever they pleased? 
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Mr. McCormack: Absolutely. The dealer could charge below the retention. 
He would pay it then. If it got competitive enough and he said, “I can’t sell 
that car unless I charge only five per cent add on or flat,” he may very well 
choose to sell it. 

Mr. SALTSMAN: Did you receive any complaints from dealers tied in with 
competitive companies about this kind of an operation? 

Mr. McCormack: About what? 

Mr. SALTsmAN: Are the dealers themselves unhappy about being connected 
with captive companies? I am talking about the automobile dealers. 

Mr. McCormack: Mr. Saltsman, I was a salesman. It is hard to rationalize, 
but we often would get a dealer part way to making the change from the 
competitive company to the company I did represent, and then the roof would 
fall in, and if you didn’t have the opportunity again and couldn’t find the 
reason, he would tell you that somebody from the factory—not from the finance 
company—advised him. This may be wrong. I don’t know if it is so in Canada; it 
has not been shown. 

Mr. SALTSMAN: Can you give us some indication of whether a difference in 
the interest rate exists between Canada and the United States in these fields. 


Mr. McCormack: Is there a difference? 


Mr. SALTSMAN: Is there a difference in the interest rates between that 
charged in Canada and that charged in the United States. 


Mr. McCorMaAck: Yes. 
Mr. SALTSMAN: Is it lower or higher? 


Mr. McCorMack: It is lower in the United States; again, because their 
borrowing cost is lower. 

Mr. Otto: Mr. McCormack, in your experience, and having the information 
you had from the manufacturers, do you think that the manufacturer paid a 
fairly substantial amount of attention to the profits made from the usury of 
money? In other words, there is investment in this acceptance corporation. 
Was this an important factor in the consolidated statement, say, of the manu- 
facturer? 

Mr. McCormack: I think I had better get into a specific case. 

Mr. Otto: Let us take the case of General Motors, which manufactures cars 
and also makes money on financing. 


Mr. McCorMaAck: Right. 


Mr. OTtTo: Is the money they make on financing an important factor in the 
profit statement of General Motors? 

Mr. McCormack: The profit of General Motors Acceptance Corporation of 
Canada Limited in relation to the overall profit of General Motors for a year is 
very, very small. I think they made $2 billion in the United States. while 
General Motors Acceptance Corporation of Canada made a net profit in Canna 
in excess of $2 million, I believe. However, the total investment of General 
Motors Acceptance Corporation of Canada Limited to make that $2 million was 
$15 million, or so; so from an investment point of view it was well returned. 


Mr. OTTO: So it was an important factor. Now you have given your 
evidence that General Motors and other manufacturers of automobiles are doing 
the same thing with franchises; in other words, in effect they are making a 
fairly good amount of money by buying the franchises or owning them and 
selling them to the franchise dealers in shares, as you have said, over a lon 
period of time, and that is a substantial profit. | ; 
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Mr. McCormack: Generally, the operator who may go in with 25 per cent 
of his money and 75 per cent of the manufacturers money, all in preferred 
stock, redeems the stock at the appreciated price. So I would say that if a dealer 
gets himself out of the financing arrangement, he has clearly made some money. 


Mr. Orro: Which he probably never will. 
Mr. McCormack: Oh no they get out in a very short time. 


Mr. Orto: I am going to take the part of the devil’s advocate in tnis. Could 
not the manufacturer who forms this captive finance company say “Il 1S Detter 
for a consumer, because we will merge the profits made from financing with the 
profits made from production and therefore be able to give him the article at a 
cheaper price’? In other words, General Motors can say, “We expect to make 5 
per cent profit on our car manufacturing.” Now suppose they were only able to 
make 3 per cent on manufacturing of cars and were able to make another 2 per 
cent on the financing, they could still sell a car for the same price and as far as 
the consumer is concerned could not General Motors and other captive manu- 
facturers and finance companies not have a fairly good ground to stand on by 
saying that the consumer is getting a better deal? 


Mr. McCormack: They could; I don’t know whether they would or not. If 
they did decide they wanted to give back some of the profit they were making, 
there is nothing to stop them. 


Mr. Orro: If a manufacturer had no connection with financing, the manu- 
facturer would expect to make his profit from the manufacture, and another 
person would expect to make another profit from the financing. There are two 
profits involved there. This argument has been presented and may be presented 
again by the manufacturer saying “In this way we are combining the two 
profits so that in effect the consumer does not pay any interest at all.” 


Mr. McCormack: They could do that if they wanted to, but I cannot 
imagine them giving any money back. 

Mr. IRVINE: Mr. McCormack, since you are not now connected with any 
wealthy finance companies that leaves you more or less free. However, if I ask 
you any question that might be embarrassing I don’t want you to answer it. 


Mr. McCorMack: I won't. 


Mr. IRVINE: I was in the finance business for a time in that I had my own 
finance company in connection with other businesses. I sold my papers through 
various institutions named here today. But now I want to go back a bit, perhaps 
four or five years. I understand there are great changes in the handling of 
papers in the past five years. I would like to ask this question: Is there a change 
recently or has there been a change in the attitude of manufacturers’ companies 
with respect to franchises? Let us take one of the larger companies having its 
own financing for its own merchandise, is it your feeling that they say “Now 
you must use our company.” 


Mr. McCoRMACK: Yes. 


Mr. IRVINE: Would you not think this is a departure from what is was 15 or 
20 years ago? 


Mr. McCorMAck: Well, 15 years ago—were you in the automobile business 
then? 


Mr. IRVINE: I had a chain of stores in the appliance business. 


Mr. McCormack: I think I dealt with the situation, when I said that this 
applied not just to the automobile business, but more there than anywhere else. 
I don’t think it changed there. I think it was always this way. There are places 
where the captive company is not particularly anxious to go in, for instance in 
some remote areas where an office may be a hundred miles from a branch office. 
They are perfectly willing then to have the independent company have that. 
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But where you have a metropolitan area such as Toronto where there are 
probably 30 General Motors dealers, I think 29 of them are dealing with General 
Motors Acceptance. That is where the profits are, and where the business is easy 
to handle. To answer your question as quickly as I can, I do not think there has 
been any change. 

Mr. IRVINE: The reason I ask that question is that from 1945 to 1948 when I 
was dealing with one of the firms, and I imagine you know which one it was by 
the way in which you have spoken—it was General Motors Acceptance—because 
previous to that I had dealt with independent firms which were mentioned 
today—and General Motors Acceptance said ‘“‘Why don’t you deal with us?” 

Mr. McCormack: That is good salesmanship. 

Mr. IrvINE: Perhaps. On the other hand there was no pressure, and 
eventually I changed over because the office was close to mine. Their rates were 
much the same. If conditions have not changed companies are still, I presume, 
in business in what we call dealer paper and in business they are extending to 
these dealers a four-plan service. At that time they used to extend a plan on the 
basis of one-half of one per cent per month. I am not sure on that point, but it 
does not make much difference. However the dealer must turn in a certain 
amount of money. Have they got away from the old system of what we used to 
call a reserve fund? 

Mr. McCorMACckK: Yes, but the effect is the same. 


Mr. IrvINE: There used to be a bargaining set-up; if you were a good 
bargainer you might get 15 per cent or more and if not you got 10 per cent. 
Under the new regulations is the majority of their paper recourse or non- 
recourse? 

Mr. McCormack: It is both, but there is a difference in the reserve. 

Mr. IRVINE: There is a difference in the rate of interest? 

Mr. McCormack: No, it is the same rate. 


Mr. IRVINE: Is it necessary to list on the sales agreement the actual amount 
in dollars and cents of interest being charged for the duration of a contract? I 
mention this because I know that you know how salesmen operate. 


Mr. McCormack: It should be. I was a manager of a sales finance company 
for years and I would not buy a contract if it came up without the interest rates 
quoted in dollars and cents. I would not buy it unless the contract was properly 
filled out. I would send it back. 


Co-CHAIRMAN (Senator Croll): You are talking about carrying charges? 
Mr. IRVINE: Yes. 
Mr. McCormack: I am sure it is done. 


Mr. IRvINE: Most salesmen are real introverts—we will put it that way to be 
kind. They will fill out the contract and put in the amount of the deferred 
balance, but they forget to put in the interest amount and total it. I wonder if 
we have any safeguard on it. These are the real headaches for a dealer, if these 
things happen, and they are real headaches for the finance company. If it 
became necessary that every time a person made a retail sale a slip of paper 
had to be written out and signed by the customer to the effect that he 
understood the total carrying charges for this sale would amount to so much in 
dollars pny cents, and the customer had to see this, do you think this would be a 
service‘? 


Mr. McCorRMACK: I do. I think the idea is a good one, but as you know, 
some people will sign anything. They will sign blank cheques, blank contracts 
—they will sign anything. But in the overall it would be a service, yes. 


Mr. IRVINE: Do you think it would have a detrimental effect on sales? 
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Mr. McCormack: No, I don’t think that anything that would protect people 
would be detrimental to sales. 

Mr. IRVINE: There is another question I would like to ask. What is the effect 
now of the banks coming into the financing business for automobiles and 
appliances and household goods? What is the effect on the independent finance 
company? 

Mr. McCorMack: Well, for one thing it has reduced the rates somewhat. I 
think it has made the independent sales finance companies and the captive 
companies do that. This applies to both kinds. All sales finance companies have 
been forced to make the change. 

Mr. IRvINE: It has rendered a service to the general public in the sense that 
it has brought down the interest rates somewhat? 


Mr. McCorMack: I believe so. 

Mr. IrRvINE: One other question with respect to the personnel of the 
independent companies. From what you have said I gather that these independ- 
ent companies are Canadian-owned? 

Mr. McCorMACK: Yes. 

Mr. IRVINE: Would you say all or just most? 

Mr. McCorMACck: Well, not all, but most. There were 150 I mentioned, five 
national and 145 others. I would say about 140 of the others and three of the 
five are Canadian-owned, wholly Canadian-owned. Two of the independent 
companies are subsidiaries of American companies. 

Mr. IrRvINE: Most of them are Canadian-owned, and they would have 
Canadian executive staff in general? 

Mr. McCormack: And their dividends are paid in Canada. 

Mr. IRVINE: Their profits would remain in Canada? 

Mr. McCorMACK: Yes, sir. 


Mr. McCurcHEeon: Mr. McCormack, I regret that I was late, but I was tied 
up this morning for a few minutes. I hesitate to have repetition on this, but do 
I take it that G.M.A.C. and the Ford Motor Company have their own captive 
finance companies? 

Mr. McCoRMACK: Yes. 

Mr. McCutTcHEON: What about the Chrysler Corporation? 

Mr. McCorMAck: They have in the United States, but not in Canada. 

Mr. McCurcHEon: Mr. Otto touched on something that I just wonder if we 
might explore a little further. I am conscious of these great ads in our 
metropolitan papers and these family companies, shall we say—and I am 
speaking now about automobiles primarily—these large family companies which 
you referred to—and we get the inference. They offer so-called discount prices in 
their advertising in the papers, much lower than smaller independent dealer- 
ships do. I am wondering this, sir. Is the fact that some of these extremely large 
dealerships are selling these cars at cut-rate prices and making their money by 
writing the paper? 

Mr. McCormack: Are you talking about— 

Mr. McCurcHeEon: I am talking about a dealership. 

Mr. McCormack: Are you talking about a legitimate new car dealership? 

Mr. McCutTcHEOn: Right. 


Mr. McCormack: I do not believe so; no, I do not believe a good dealership 
using a good finance company, be it captive or independent, can earn enough 
through financing money to warrant discounting the price of the automobile. I 
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do not think that is done. I do not think a good independent or good competitive 
sales company would permit that. I did say there were maximums that a good 
company would not exceed. 

Mr. McCutTcHEONn: Fine. 

Mr. McCormack: These are only opinions, of course. 

Mr. McCutcHeon: May I ask you one more question? Let us suppose that 
an automobile is sold to a customer. I suppose the average price of an 
automobile is now $3,500. In the old days, when I was at it, they were $1,500. 
How much commission is there in that for the dealer for writing that paper? 

Mr. McCormack: A new car? 

Mr. McCutTcHEON: Yes. 

Mr. McCorMack: I have to approximate, a little— 

Mr. McCutTcHEon: Well, of course. 

Mr. McCormack: Let us say the finance company wants a 6 per cent 
add-on, and the dealer charges a 7 per cent add-on; and in a competitive market 
like the city of Toronto, for example, that is about all he can get. I would say 
there is slightly better than 1 per cent of the financed portion for the dealer. In 
other words if they finance $2,500, the dealer gets a little over $25. 

Mr. McCutTcHEon: Twenty-five dollars. 

Mr. McCormack: About that. This is new cars. 

Mr. McCutcuHeon: Yes. I would like to know if you could give us an 
approximation, supposing it is a $2,000 used car. 

Mr. McCormack: Well, as I said, I have been away from this a couple of 
years, but it used to be 1 per cent extra on used cars. It used to be 8 per cent on 
a late model used car. 

Mr. McCuTcHEon: In other words, our poor chap working at a punch press, 
or something like that, has to pay $40 for the commission on that deal to the 
dealer? 

Mr. McCorRMAck: Yes. 


Mr. McCuTcHEoNn: Whereas it is $25 for the fellow who can afford to buy a 
new car. 


Mr. McCormack: But the risk is greater in the used car; that is their basis 
for doing that. In other words, if you sold a life insurance policy to a fellow who 
was sick you would charge more than to one who was well. 

Mr. McCutTcHeEon: They would not even give it to you. 

Mr. McCormack: Well, if he was only a little sick. 


Mr. McCurTcHEon: In your opinion, in the case of the captive companies and 
the factories who force large inventories on the hands of dealers, does that have 
the effect of increasing the price to the ultimate consumer, because of finance 
charges on these cars sitting on a vacant lot for months and months and 
months? I am told it will run about a dollar a day for a dealer for a new car 
sitting on his lot. 


Mr. McCorMack: He is lucky if he gets away with that. It is hard to say. It 
has an effect on the dealer’s profit, and I think it is up to the dealer whether he 
tries to recover or gets into a position where he has to say, “I have to sell it or 
else I am in real trouble’’. 


Mr. McCuTcHEoN: But is there any coercion that he takes those cars? 


Mr. McCormack: Mr. McCutcheon, in all fairness, I do not think we are on 
the subject I am here to discuss. 


Mr. McCutcuHeon: I grant you that, but I still think this is relevant to what 
this committee is after. 
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Mr. McCormack: Is there coercion from a factory for a dealer to take 
automobiles? Well, I am sure the factory does not want them sitting there on 
their premises. If, say, Ford says, ‘“‘We should have 15 per cent of the market, 
and we have only 14 per cent,” then, sure, there is coercion. 


Mr. McCurtcHeown: Is the basic cause of all of this the failure of our banks 
properly to finance industry in this country? 


Mr. McCormack: Oh, I could not give you an opinion; I just couldn’t. 
Banks are great friends of mine. 


Mr. McCutTcHEON: You mentioned that in the U.S.A. prices were cheaper 
and the bank interest rates over there are cheaper. 


Mr. McCorMack: Yes, but Government Treasury bills are cheaper too. 
Would you criticize the American Government because they are cheaper, or the 
Canadian Government because they are more? 


Mr. McCutcHEoN: Thank you very much! 

Co-CHaIRMAN (Senator Croll): There are no rules about criticizing the 
Canadian Government; everybody does. 

Mr. IRVINE: They have a greater volume there too. 

Mr. McCorMACKE: Yes. 

Co-CHAIRMAN (Senator Croll): It has been indicated that in the evidence 
given in the United States in similar hearings in the year 1956, car dealers in 
the United States made more money on financing papers than they made on 
selling cars. 

Mr. McCormack: In the United States? 

Co-CHAIRMAN (Senator Croll): Yes, that was in the United States. Does 
that make any sense? 


Mr. McCorMACK: Well, I can remember a dealer would say, “This is what I 
made from my financing, and this was the net profit,” and what he earned on 
financing was more than his net profit on the sale. If it is suggested that the 
dealer should not get any of the finance charge and it has to go on the price of 
the car I do not think anything is being saved. 


Mr. NASSERDEN: Is there any volume bonus? 

Mr. McCorMaAck: Yes. 

Mr. NASSERDEN: On writing papers? 

Mr. McCoRMACK: Yes. 

Co-CHAIRMAN (Senator Croll): Is there any, what? 
Mr. NASSERDEN: Volume bonus on writing papers? 
Mr. McCorMaAck: Yes. 

Co-CHAIRMAN (Senator Croll): What is it? 


Mr. McCormack: As the dealer gives a finance company a volume of 
unpaid balances or the fact values of the notes, there is a percentage given to the 
dealer. It varies: it goes up as high as 2 per cent in very large volumes; but 
there has been very little at that rate. But the finance company pays it, not the 
customer. 

Mr. NASSERDEN: What is “large volume’’? 

Mr. McCormack: $1 million. 


Mr. McCurtcueon: In connection with this, what about these dealers writing 
insurance, liability, etcetera? How much money do they make out of that? 


Mr. McCormack: In Ontario they are not allowed to make any. I do not 
know whether they do anywhere else. In Ontario it is against the Insurance Act. 
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Mr. Lerepvre: Mr. Chairman, some of these questions have been answered, 
but I want to touch on a few things here. Mr. McCormack, you said there are 32 
branches of G.M.A.C. throughout Canada, and they could not give the proper 
service to their customers. But would the average dealer not act as sub-agent to 
these regional branches, as you might call them, so the customer would get 
some type of service through the dealer? 

Mr. McCormack: If I were a dealer I would not want to do it. Not many 
dealers operate their own finance companies; a few do, but most do not because 
they feel they would get them mixed up, sales involved with credit. If I were a 
dealer I would not want to be doing the finance company’s work. 

Mr. LEFEBVRE: Some of these large volume dealers have finance company 
representatives right on their premises, is that not correct? 

Mr. McCorRMACK: Yes. 

Mr. LEFEBVRE: Some of these are representatives of captive companies and 
also of independent companies? 

Mr. McCorRMACK: Yes, sir. 

Mr. LEFEBVRE: Would there be any large volume dealers that would have 
representatives from the two companies at the same time on their premises? 

Mr. McCormack: I do not know of any. I have never heard of it. 

Mr. LEFEBVRE: There is no doubt about the large volume dealers getting 
more kick-back than the small dealers, and this would never go above 2 per 
cent? 

Mr. McCorMaAck: It might, but I have never seen it. 

Mr. LEFEBVRE: And what would you say would be the difference as between 
the captive sales finance companies and the independent finance companies? 
Would the difference be in the service? 


Mr. McCormack: Among the larger independent finance companies I would 
say that service is the difference. This is a service business. 


Mr. LEFEBVRE: If a customer is an excellent risk and would be an acceptable 
risk by a bank, a finance company or a captive sales finance company, roughly 
what would be the difference in interst charges between the three if he had a 
choice of taking any one of them? 


Mr. McCorMAcK: One man can go to the bank and borrow money at the 
rate of 6 per cent simple interest. Another man can go to the bank and borrow 
on one of the plans the banks have and pay from 10 to 11 per cent interest. He 
could get the same thing at the finance company at an interest rate of from 12 to 
13 per cent. These are approximate figures. 


Mr. LEFEBVRE: If he has collateral at the bank he can get it for a flat 6 per 
cent? 


Mr. McCorMack: Yes, if his note is good. 


Mr. LEFEBVRE: And if he has not the collateral he would end up paying 10 
or 11 per cent at the bank, and 13 per cent at any of these large finance 
companies? 

Mr. McCorMaACck: Yes. 


Co-CHAIRMAN (Senator Croll): In addition to the interest rate would there 
be a difference in the carrying charges as between the banks and— 


Mr. McCormack: No, I am including everything. Then there is life insur- 
ance to consider. There are little things that go with it. If you go to the bank 
and borrow the money at 6 per cent you do not get life insurance. 


Mr. UriE: I have just one or two questions arising out of the answers to the 
questions put by members of the committee. In reply to a question from Mr. 
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Otto you referred to an investment by G.M.A.C. in its business in Canada of 
approximately $15 million, and a net profit of about $2 million. When was that? 


Mr. McCormack: The last time I read the General Motors report. 
Mr. URI: Last year? 

Mr. McCormack: No, I think it would be 1964. 

Mr. URIE: It does not really matter— 

Mr. McCormack: It was in the 1964 report. 


Mr. URIE: Comparatively what was I.A.C.’s investment in Canada in the 
same year? 

Mr. McCormack: Off the top of my head, I believe they had capital and 
retained earnings and surplus in excess of $115 million. 


Mr. UriE: And what about the net profit on that investment? Have you any 
idea of what it was? 


Mr. McCormack: After paying taxes I think they made $12 million. 

Mr. URIE: That is on an investment of something over $100 million? 

Mr. McCormack: It was $120 million, yes. But, they also do not have the 
leverage. I think that is what we are getting at. 

Mr. URIE: Yes. 

Mr. McCormack: They do not have the leverage that General Motors and 
Ford have. 

Mr. URIE: Would you explain what you mean by “leverage’’? 

Mr. McCormack: When they borrow money the investing public or the 
investors look at their capital and surplus, but General Motors guarantees the 
notes of General Motors Acceptance Corporation, and there is not much doubt 
about their credit worthiness. 

Mr. URIE: I see. They do not have to go to the public for their money? 

Mr. McCormack: They do, but they get it cheaper. General Motors 
Acceptance Corporation goes to the public all the time, but when you read its 
prospectus you will see that its debentures or its short term notes or bonds are 
fully guaranteed by General Motors. 


Mr. URIE: So they get their money cheaper, and that is an advantage to 
them over the independents? 

Mr. McCorRMAck: Yes. 

Mr. URIE: Now, in response to a question from Mr. Irvine you gave the 
approximate numbers of wholly-owned Canadian companies, and subsidiary 
companies of United States concerns. Have you any idea off the top of your 
head of what percentage of business is done by the wholly-owned Canadian 
companies as opposed to those which are American subsidiaries? 

Mr. McCorMack: Oh, it would be perhaps 90 per cent. 

Co-CHAIRMAN (Senator Croll): Ninety per cent by whom? 

Mr. McCormack: By the Canadian owned companies. We are not talking 
about the captive companies now; we are talking about the independent 
companies? 

Mr. URIE: That is right. 

Mr. McCorMack: I think it would be 90 per cent. 

Mr. LEFEBVRE: Ninety per cent of the 150 would be wholly Canadian 
owned? 

Mr. McCormack: Ninety per cent of the business done by the independents 
is done by Canadian companies. 
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Mr. IRVINE: We had this figure once before, but what approximately is the 
total volume of business done by all types of companies throughout Canada? 

Mr. McCormack: I do not know. 

Mr. Irvine: We had that figure once. Do you remember what it was, 
Senator? 

Mr. UrtE: Yes, it is in the evidence somewhere, but I have forgotten what it 
was. 

How many captive sales finance companies, if any, are wholly owned in 
Canada? 

Mr. McCormack: I have a list here, but I do not believe any of them 
are—Massey-Ferguson have a captive company which I presume would be 
Canadian. 

Co-CHAIRMAN (Senator Croll): You have a partial list of what you call 
captive sales finance companies? 


Mr. McCorMack: Yes, a partial list. 
Co-CHAIRMAN (Senator Croll): Do you mind reading it? 
Mr. McCorMack: No. 


Mr. URIE: This is all companies—I think this is more fairly stated to be a list 
of all companies which have themselves captive sales finance companies? 


Co-CHAIRMAN (Senator Croll): Is that right? 


Mr. McCorMack: Yes. Well, B.A. Oil may be a Canadian company. Beaver 
Lumber is a Canadian company, and then there are Caterpillar, Ford Motor, 
Frigidaire, Freuhauf, General Motors Acceptance, Home Development Accept- 
ance, Imperial Oil—which again may be Canadian—International Harvester, 
Case, John Deere, Mack Truck, Massey-Ferguson, Petrofina, Redisco, Texaco 
and Yellow Motors Acceptance, which is an operation of General Motors to 
finance buses. But, the big ones that we are talking about are those concerned 
with automobiles and freight trailer companies, and so on. If you want the 
percentage of the captive companies then I would say three-quarters of the 
financing done by them is done by American owned companies. 


Mr. URIE: In percentage of volume done by those would you say it is 90 per 
cent or 75 per cent? 


Mr. McCormack: About the same. It is pretty hard to tell, Mr. Urie. I think 
I could say that in excess of 75 per cent of the dollar volume done by the 


captive sale finance companies is done by those which are American owned. Is 
that what you want? 


Mr. URIE: Yes. 


Co-CHAIRMAN (Senator Croll): Just to recall the figure, of the total amount 
done in Canada how much is done by the captives? 


Mr. McCorMack: Well, we did not know how much the total was, did we? 


Co-CHAIRMAN (Senator Croll): I asked you if you had some idea. You do 
not know the total? 


Mr. McCormack: Do you mean, Senator Croll, that of all the financing done 
in Canada how much is done by the captive companies? | 


Co-CHAIRMAN (Senator Croll): Yes. 
Mr. McCormack: I do not know how much of the total is done in Canada. 
Mr. UrIE: I have no further questions, Mr. Chairman. 


Mr. LEFEBVRE: Do you find in your experience in this field that a lot of 
customers of your former employer are not interested in having the interest 
rates explained to them; that a lot of them would just say: ‘(Never mind that. I 
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can pay $75 a month. Tell me how many months I am going to pay.”? Do you 
find that many of them are not interested in finding out how much interest they 
are paying? 

Mr. McCorMack: Yes, a lot of them say: “How long will it take at $75 a 
month”’. 

Mr. IRVINE: In answer to Mr. McCutcheon’s question I think you made the 
statement that the company took its paper at 6 per cent add-on; is this right? 

Mr. McCorMACK: Yes. 

Mr. IRVINE: That is the term you used, and you said that the dealer would 
take approximately 7 per cent. I think you were speaking in relation to a new 
car costing approximately $3,500. What do you mean by this? Is there a basic 
charge, and then 6 per cent added to that? 

Mr. McCormack: They have a rate book, and they designate the rates. 
They might call it Chart No. 7 which would be a 7 per cent add-on rate, so to 
finance a thousand dollar car for a year would cost you $70 and the finance 
company would keep $60 and give the dealer $10. 

Co-CHAIRMAN (Senator Croll): Could the salesman use the 9 per cent chart 
instead of the 7 per cent? 

Mr. McCormack: Certainly, within limits. A good company would say, 
“You could not go any higher than this for a new car, because we don’t want 
any more money than this; we must be competitive with the banks.” Because if 
you go too high you lose business by people going to alternative sources. 

Co-CHAIRMAN (Senator Croll): That of course is what you have said to us, 
that in having alternative sources, as your evidence indicated, there had been a 
reduction by virtue of the fact that the banks had come into the business. 


Mr. McCorMack: I feel so. 


Co-CHAIRMAN (Senator Croll): That is eminently true. What some of us are 
thinking is this: What you said to us in effect was that here was a man who 
went shopping for credit and found he could get it much cheaper from the bank 
than from the finance company and that it cost him less money, so of course he 
got it at the cheapest rate. Supposing at the same time we indicated to him not 
only the money portion but what interest he was paying? 

Mr. McCormack: In terms of percentage? 

Co-CHAIRMAN (Senator Croll): In terms of percentage; and supposing we 
say, “This will cost you so much per cent; our rate will be 12 per cent.” would 
that have any effect on him. 

Mr. McCormack: We are getting into a different area, but I do not really 
believe that the good companies have any objection to full disclosure except 
that they do not know how to do it; and their argument of course is, what 
would you do with a school teacher, for example, that finances $2,000, and does 
not want to pay during July and August but in the following year gets a big 
Easter bonus. How could a salesman figure out a rate, anyway, and work out a 
reasonable simple interest. 

Co-CHAIRMAN (Senator Croll): The Porter Commission on Banking and 
Finance says that if you give him as exactly as possible the approximation of 
the time he enters into the contract, that would be enough for all purposes. 


Mr. McCormack: You mean, do I think that if I went to a dealer and he 
said, “This will cost you $100 or 11 per cent,” that 11 per cent, might induce me 
to look somewhere else where I might get 10 per cent or 103% per cent? 

Co-CHAIRMAN (Senator Croll): Yes. 

Mr. McCormack: I don’t know whether it would scare me as much as the 
difference in dollars. 
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Co-CHAIRMAN (Senator Croll): I am talking now about the man Mr. 
McCutcheon is talking about, who has to watch his money pretty carefully, buys 
a car, has other debts, and finds himself facing an interest rate of 12.erel13 per 
cent. It is notorious in the second hand car field that the rate is far higher than 
that, as you know from reading the paper. Does that have any effect on any of 
these people? 


Mr. McCormack: Yes; but remember that the banks look a little closer 
than the finance companies do, because the finance companies have the dealer to 
go back to, and the customer buying a used car may or may not qualify for 
bank credit. You have a problem there. If you drain off all the really good 
customers from the finance companies to the banks, and they in turn take a 
strata lower than they did, their rates are going to go up and you might get a 
bigger spread in between. It is a touchy affair. 

It must be remembered that the dealers have to get rid of the cars they 
have in inventory. The used car buyer that wants a four year old car may well 
not be able to qualify for bank credit, because the sole collateral is a four year 
old automobile. The bank may very well turn that customer down, where as the 
man buying a new car, or even a year old car, will get a loan, while the 
customers in the lower strata will go to the finance companies, and the rates 
will go up there too naturally. 


Mr. NASSERDEN: The reason for the add-on feature is by reason of the fact 
that they do not fear the reaction of a customer to what he is actually paying. 
Why not charge 11 per cent simple interest instead of 6 per cent or 7 per cent 
add on? 


Mr. McCormack: I think it is for ease of handling for one thing. You must 
remember that there are five or six thousand car companies with up to 20 
salesmen in some, and it is difficult to translate into simple interest for say 15 or 
18 months, whereas if they get a flat charge printed in the table it is less 
difficult. I think it is more for ease of handling than anything else. 

I do not think these companies have anything to hide, they just don’t feel it 
could be worked. 


Co-CHAIRMAN (Senator Croll): If you had been sitting with us for almost a 
year, you would wonder why they all came here opposing this very thing we 
are talking about. All the finance companies were here in opposition and in 
numbers. 


Mr. McCormack: Was not their reason basically that it was the difficulty of 
doing this? That is the only reason I know of; possibly there are others. 


Mr. NASSERDEN: You are reasoning that it is more difficult to get a simple 
interest rate than the add-on. As I read it, the add-on is a little more 
complicated to understand than a simple rate. 


Mr. McCormack: Why? 


Mr. NASSERDEN: Well, you take it at the end of every month and add it on, 
is that not right? 


Mr. McCorMack: You simply tell the statisticians you want a 6 per cent or 
7 per cent add on rate and at various months from one to 36, and they will send 
you back a completed chart of that printed. Then you go to a salesman and say, 
“T want to finance a car for 15 months.” The salesman looks at the column and 
adds it on the bill. That is all. 


Mr. IrvINE: I believe you made a statement comparing the percentage rate 
with the flat rate to the customer. Many customers are not too familiar with 
both of our official languages and sometimes they find it very difficult to 
translate these terms into their native tongue with which they are more 
familiar. I think that in order to clearly delineate the terms they should be set 


‘ 


CONSUMER CREDIT 29 


down specifically so that a person can understand what these charges are, and 
that the actual amount should be set down in dollars and cents rather than in 
percentages. A great many people find it difficult to deal with percentages. 
Would you not agree with me on that? At the retail sales level you will find 
people say, “This is going to cost you 7 per cent or 8 per cent,” or as it has been 
said, 13 per cent per month, and the customer is all for it, rather than if he 
were told that the amount would be $47.63. On the other hand, you have your 
diversification of sales. Supposing, for example, I have a job with a sales 
company, and next January I will get a big bonus of $3,000 or $4,000, and I 
want to pay $50 a month, and I will pay the balance in January. You cannot 
deal with that in percentages, because there is a different set of values. 
Mr. McCorMaAck: Yes. 


Mr. IRVINE: Consequently, I can understand when I am told that I must pay 
so much in dollars and cents. You have already mentioned school teachers and 
seasonal employment and of course there are sailors, for instance, who work 
only so many months in the year and receive income only for those months. 

Mr. McCormack: I have no objection to full disclosure, if somebody can 
devise a way—and I think, Mr. Chairman, you said as long as it was within a 
reasonably close approximation. 

Co-CHAIRMAN (Senator Croll): That is the term they use. Actually, a 
contract with two of the largest retail organizations in the country tells you 
that it will cost you 14 per cent a month. If it is set out in percentage as such, 
not many people perhaps would realize they are being charged 18 per cent. 

Mr. IRVINE: It may not amount to 18 per cent if they are paying 14 per cent 
a month on a two year contract and for the last 12 months they are still paying 
14 per cent on the total balance of each month. 

Co-CHAIRMAN (Senator Croll): It is on the balance of each month. 

Mr. IRVINE: Yes, that is different. 

Mr. McCutcHreon: Mr. Chairman, my question is not quite on the same 
point, but has to do with quite a volume of correspondence I have received in 
the past few months while this committee has been sitting. It has to do with a 
large retail corporation in this country which has given out to the public on a 
large scale credit cards or purchase tickets. Now people go to this place and 
purchase goods, and there is a date on these tickets. Let us just pick a date—I 
have here 28th of the month—that is the day that this man’s account is due. Now 
I have one chap who has got in touch with me and he has had a credit balance 
of $100 with this large corporation on which he was making monthly instal- 
ments. He has religiously sent them a cheque on the 10th of the month, and 
each time his next balance came through his add-on service charge was not 
based on the $100 less his payment, but on the $100, and the explanation was 
always that it had not got through their accounting time between the 10th of 
the month and the 28th. Is this one of the reasons they do not like to disclose 
interest, because this looks to me like a pretty nice little gismo they have got 
going here. 

Mr. McCormack: I don’t Know who it was, but I would not pay it. 

Co-CHAIRMAN (Senator Croll): What Mr. McCutcheon is saying is absolute- 
ly true. I have heard that too, and not in a small organization either. They 
blame it on the IBM machine. 

Mr. McCutTcHEon: This is one of the things we have to put up with as a 
result of automation. 

Mr. McCorMAck: Automation has been a great excuse in many cases. 
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Mr. SALTSMAN: I appreciate very much the frankness you have displayed 
in answering the questions today. It is very refreshing to get somebody like 
yourself before the committee. You seem to be willing to answer any question 
whether it relates directly to the reason for your appearance or not. Because of 
your experience and background in this field, 1 am rather emboldened to ask 
you a broad general question on a matter which is going to come before this 
committee at some time. There is a private member’s bill calling for an absolute 
ceiling on interest rates. I think the suggestion is for 12 per cent. Because of 
your experience, I would appreciate any comment you might make on this ina 
general way and particularly as to what the effect such a ceiling on interest 
rates might be. This means that nobody can charge more than 12 per cent on 
general merchandise sales. 

Co-CHAIRMAN (Senator Croll): This includes cars? 

Mr. SALTSMAN: Yes. 

Mr. McCorMack: Simple interest? 

Mr. SALTSMAN: Simple interest per annum. What would be the economic 
effects? 

Mr. McCormack: I think it would be pretty severe. I am not qualified to 
answer a question like that, but I think that the results would be pretty severe. 
I don’t think a lot of credit could live on that. You would have all the good 
paper and the bad paper mixed up at 12 per cent? 


Mr. UriE: That would be affected to a substantial degree by the availability 
of the money supply and its cost to the finance companies, would it not? 


Mr. McCorMack: Yes, but even so the spread between the all-time high 
being paid now for borrowed money and the lowest rate for lending is only 2 or 
3 per cent. If this went into effect you would be reducing the effective yield on 
some papers down to 3 per cent. 


Mr. SALTSMAN: I ask this question because of your general experience, and 
we might not have an opportunity to ask it again. It obviously must have the 
effect of reducing the worst risks in the market. I think this would be one of the 
effects. 


Mr. McCormack: I think we would not dare take any risks. 


Mr. SALTSMAN: By eliminating some of these extremely bad risks on the 
market, would not the industry really be better off in a way or are there so 
many bad risks that this would seriously affect the economy? 


Mr. McCormack: I think this would be tampering with things far beyond 
what you are getting at immediately. 


Co-CHAIRMAN (Senator Croll): I think that is right too. We will drop it. 
If I recall it correctly, in California and New York there is a top limit for 
financing on cars beyond which they cannot go. I think it is 14 per cent per 
month. They stay well within that. 


Mr. McCormack: If you did that, for example, the finance company would 
not be able to pay a dealer reserve which they were able to pay. What happens 
then? It goes onto the price of the car. 


Mr. IRVINE: May I ask a question supplementary to what Mr. Saltsman was 
asking? He was asking about the economic effects of this. Would not this be 
particularly oppressive to the type of individual who has very limited resources, 
a man, for instance, who lives 30 miles from where he works and wants to buy 
a $300- or $400-car to go to work? If he did not have something behind him he 
would not be able to get credit to buy the car. 


Mr. McCutTcHEon: It would be good for the Highway Safety Council, 
because we would have the biggest junk yards in the world. 
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Co-CHAIRMAN (Senator Croll): Gentlemen, if there are no further ques- 
tions, let me on your behalf say to Mr. McCormack how much we appreciate his 
frankness, and the information which he has given us. It has been very helpful 
to us in an aspect of the problem with which we had not been able to deal 
before. We are trying to grapple with a problem which is not an easy one, as 
you can appreciate. Your willingness, Mr. McCormack, to come here this 
morning is very much appreciated by the committee and on their behalf I thank 
you. 

For the members of the committee I should say that the situation as I see it 
now is that the steering committee will be away for next week. We will call a 
meeting of the steering committee when we come back from Saskatoon, and 
following some discussions then we will call a meeting of the whole committee 
for the purpose of outlining the scope of our report. That is the situation as I 
see it at the present time. 


The committee adjourned. 
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MEMBERS OF THE SPECIAL JOINT COMMITTEE OF THE SENATE AND 
HOUSE OF COMMONS ON CONSUMER CREDIT 


(PRICES) 


FOR THE SENATE 
Hon. David A. Croll, Joint Chairman 


the Honourable Senators 


Carter, Hollett, Thorvaldson, 

CroH, McDonald (Moosomin), Urquhart, 

Davey, McGrand, Vaillancourt— (12). 
Deschatelets, O’Leary (Antigonish- 

Hastings, Guysborough), 


FOR THE HOUSE OF COMMONS 
Mr. S. Ron Basford, Joint Chairman 


Members of the House of Commons 


Allmand, Coates, Macdonald (Rosedale), 

Andras, Crossman, Mandziuk, 

Basford, Deachman, Matte, 

Bell (Saint John-Albert), Duquet, McCutcheon, 

Cameron (Nanaimo- Hees, Nasserden, 
Cowichan-The Islands), Irvine, Olson, 

Cashin, Leblanc (Laurier), Otto, 

Clancy, Lefebvre, Ryan, 


Saltsman— (24). 
36 members 


Quorum 7 


SUPPLEMENTARY ORDERS OF REFERENCE 


Extract from the Votes and Proceedings of the House of Commons, Sep- 
tember 9, 1966:— 

“Mr. Sharp, seconded by Miss LaMarsh, moved,—That the Joint 
Committee of the Senate and House of Commons appointed by this House 
on March 15, 1966, to enquire into and report upon the problems of 
consumer credit, be instructed to also enquire into and report upon the 
trends in the cost of living in Canada and factors which may have 
contributed to changes in the cost of living in Canada in recent months; 

And that a Message be sent to the Senate to acquaint Their Honours 
thereof and to request the concurrence of that House thereto. 

And the question being proposed; 

Mr. Pickersgill, seconded by Mr. MclIlraith, moved in amendment 
thereto,—That the motion be amended by striking out the words “by this 
House on March 15, 1966” where they appear in the second line thereof 
and by inserting in the motion as the second paragraph the following: 

“That the Committee have leave to sit notwithstanding any ad- 
journment of this House;”’. 

And the question being put on the said amendment, it was agreed to. 

After debate on the main motion as amended, it was agreed to.” 


LEON-J. RAYMOND, 
Clerk of the House of Commons. 


Extract from the Minutes of the Proceedings of the Senate, September 13, 
1966 :— 

“The Honourable Senator Connolly, P.C., moved, seconded by the 
Honourable Senator Hugessen: 

That the Senate do agree that the Joint Committee of the Senate and 
House of Commons appointed to enquire into and report upon the 
problems of consumer credit, be instructed also to enquire into and 
report upon the trends in the cost of living in Canada and factors which 
may have contributed to changes in the cost of living in Canada in recent 
months; and 

‘That a message be sent to the House of Commons to acquaint that 
House accordingly. 

After debate, and— 

The question being put on the motion, it was— 

Resolved in the affirmative.” 

J. F. MacNEILL, 


Clerk of the Senate. 
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MINUTES OF PROCEEDINGS 
WEDNESDAY, Sept. 28th, 1966 


Pursuant to adjournment and notice the Special Joint Committee on 
Consumer Credit (Prices) met this day at 9.00 a.m. 

Present: For the Senate: The Honourable Senators Carter, Croll (Joint 
Chairman), Hastings, McDonald (Moosomin) and O’Leary (Antigonish- 
Guysborough) .—5 

For the House of Commons: Messrs. Allmand, Andras, Basford (Joint 
Chairman), Bell (Saint-John Albert), Cameron (Nanaimo-Cowichan-The Is- 
lands), Clancy, Coates, Olson, and Saltsman.—9 

In attendance: Dr. R. Warren James, Special Assistant; Mr. Marcel Joyal, 
@.C., Associate Counsel; Mr. Jacques L’Heureux, C.A., Accountant. 

On motion of Mr. Olson, the minutes of a Steering Committee meeting held 
September 14, 1966, were adopted. 

The Committee proceeded to consideration of the order of reference dated 
September 9, 1966. 

The following were heard: 

Mr. R. B. Bryce, Deputy Minister, 
Department of Finance. 

Mr. A. S. Rubinoff, Director, 
Economic Analysis Division, 
Department of Finance. 


On motion of Mr. Cameron, statistical tables and charts referred to by Mr. 
Bryce, were ordered to be printed as Appendix No. I to these proceedings. 


At 1.00 p.m. the Committee adjourned. 

At 2.15 p.m. the Committee resumed. 

Present: For the Senate: The Honourable Senators Carter, Croll (Joint 
Chairman), Hastings, McDonald (Moosomin), and O’Leary (Antigonish- 
Guysborough) .—5 

For the House of Commons: Messrs. Allmand, Basford (Joint Chairman), 
Bell (Saint-John Albert), Cameron (Nanaimo-Cowichan-The Islands), Clancy, 
Olson, Otto, and Saltsman.—8 

Mr. Bryce and Mr. Rubinoff were further heard. 

At 5.00 p.m. the Committee adjourned until tomorrow, September 29, at 
9.00 a.m. 

Attest. 

John A. Hinds, 
Assistant Chief, 
Senate Committees Branch. 


Previous volumes in this series contained evidence heard 
with respect to the inquiry into the problems of consumer 
credit and matters related thereto. Commencing with this 
issue, most subsequent volumes will contain evidence related 
to the inquiry into trends in the cost of living. 
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THE SENATE 


SPECIAL JOINT COMMITTEE OF THE SENATE AND 
HOUSE OF COMMONS ON CONSUMER CREDIT 


EVIDENCE 
OTTAWA, Wednesday, September 28, 1966. 


The Special Joint Committee of the Senate and House of Commons on 
Consumer Credit met this day at 9 a.m. 


Senator David A. Croll and Mr. Ron Basford, M.P., Co-Chairmen. 
Co-Chairman Mr. BAsrorp: The Committee will come to order. 


May I thank you all for coming. The first order of business this morning 
would be to read and approve the minutes of the steering committee which met 
on Wednesday, September 14. Copies of these minutes were sent to all 
members, and unless I am requested, I do not intend to read them, but to ask 
for a motion that they be adopted as circulated. 


On motion by Mr. Olson, seconded by Senator Hastings, minutes adopted. 


Co-Chairman Mr. BaAsrForp: It is our intention to meet later today in the 
full committee in camera with our director to outline to you the further work of 
the Committee at future sittings. We shall also deal with some of the considera- 
tions pertaining to people who will be called before us. 


So without going into further housekeeping matters at this time, I would 
express first my appreciation to the steering committee, all the members of 
which came back to Ottawa on September 14 for the meeting, and to you, 
gentlemen, who have given up time during recess to start our meetings before 
the house resumes. 

Now I would like to introduce Dr. Warren James, who is on my right, next 
to Senator Croll, who has been retained by the steering committee as our 
Research Director. 

Our counsel, Mr. John J. Urie, is unavoidably absent this morning, but will 
be in attendance at later meetings of the committee. 


Our first witness this morning, gentlemen, is Mr. Robert Bryce, Deputy 
Minister of Finance, who, I believe, has a prepared statement that has been 
circulated to you by the Clerk at the table. 


Mr. SALTSMAN: On a point of order, Mr. Chairman, before Mr. Bryce is 
asked to make his statement, I would like to raise a matter with the committee. 
I refer to the announcement that the Canadian automobile dealers will imple- 
ment increases in their prices sometime tomorrow or Friday. I would like to ask 
if this matter could not be referred to the steering committee for consideration 
and in the event that a price increase does take place I ask that the steering 
committee might consider what action to take. 

Co-Chairman Mr. BaAsrorp: It is the intention to call a meeting of the 
steering committee later today, and I would hope we would take note of this 
request and deal with the matter at that meeting without a formal motion now. 

Mr. OLson: I wonder, Mr. Chairman, if we could agree now to a 30-minute 
recess from 10.15 to 10.45 for the official opening of the Commonwealth 
Parliamentary Conference. 
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Co-Chairman Mr. BasrorpD: I am, of course, in the hands of the committee. 
Would anyone like to say anything on this matter? The conference opens at 
10.30, and Mr. Olson’s suggestion is that we adjourn for a short period for that 
opening. Is there any expression of views? 

Mr. Ouson: I don’t know whether there should be a motion or not. 


Co-Chairman Mr. Basrorp: Nobody has opposed the suggestion. I take it as 
being the consensus that we should adjourn at 10.15 and reassemble at 11 
o’clock. The difficulty in a situation like that is that members would straggle 
back in, and if we are going to break at the time stated I would emphasize that 
we should meet again at 11 o’clock promptly. If that is the feeling of the 
committee, I will take it as agreed. 


Mr. Robert B. Bryce, Deputy Minister of Finance: Mr. Chairman, I should 
like to start by saying that I welcome the opportunity to appear before this 
committee. We feel in the Department of Finance that this is a most important 
subject, and we are very glad that Parliament has shown the interest it has in 
enlarging the terms of reference of the committee and giving attention to this 
subject. I suppose it is appropriate that I should be one of your first witnesses, 
as it was my minister who moved in the House that the terms of reference 
should be enlarged. 

In commencing, I have not distributed a prepared statement. I have some 
notes from which I will talk that I finished only last night. I have had, for 
convenience of reference, copies prepared of the statement which the Minister 
of Finance made in the House on September 8 on this general subject, in case 
members of the committee may wish to refer to it in the discussion. I will not 
try to speak on all the subjects that have been covered in that statement. In 
particular, I would think it best to defer any official witnesses speaking on the 
question of incomes policy or guideposts until after the receipt of the report of 
the Economic Council, which, I understand, is likely to be received in about a 
month’s time. This is what was forecast by the Minister on September 8, and as 
far as I have been able to ascertain, as of yesterday, that is still the date when 
the Council hopes to have its report ready. 

After talking to Mr. James, I thought that the way I could best help the 
committee commence its study of this general situation was to place before the 
committee the main facts and figures concerning the flows of expenditures in 
the Canadian economy, the changes in prices that were occurring in connection 
with such flows, and the incomes that they generated, and they way in which 
Government revenues and expenditures fitted into these developments. 

The department has, therefore, prepared a series of tables and two or three 
charts which have been distributed to members of the committee and it is from 
those that I would propose to take off. 

The set includes as Table 11 the figures of consumer prices which are, of 
course, the matter of most public concern and concern to the committee. I 
would not suggest, however, that we start there, but rather that we start with 
the more comprehensive figures and come to this particular subject. 

I may say that these tables are all based on the figures of the Bureau of 
Statistics, so we have given no attribution of source otherwise. The bureau has 
helped us and the committee to place these before you by bringing out the 
figures for the second quarter of 1966 two or three days ahead of time, and 
these are incorporated in the figures for the first half of the year that are in 
these tables. The figures for national expenditure, product and such appeared in 
the daily bulletin of the bureau on Tuesday, I think, and the detailed tables will 
be coming out within the next 24 hours, I believe. This enables us to review the 
situation up to the end of June this year on the basis of definite statistics. 
Naturally, there are a few series that come up later than that, price series and 
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individual things, but we have not attempted to bring everything up to date 
beyond the comprehensive figures that are here. I think they give a reasonable 
picture of the way things have been moving. 


I would suggest first that we look at Table No. 1 on gross national expen- 
diture. This shows the money demands that are made on the Canadian economy 
and its various resources and, of course, it is these demands that are made, 
which constitute the “pull” forces tending to create an inflationary situa- 
tion and which represent the development of inflationary forces. You will 
notice listed down the left-hand side of the table the main categories of 
expenditures. The first are consumer expenditures in line 1. The second 
are Government expenditures; the third, business capital expenditures. Busi- 
ness operating expenditures, I may say, are, of course, incurred in produc- 
ing the goods and services that are covered in other categories, so we only 
segregate the business capital expenditures for separate attention. The fourth is 
the value of the physical change in inventories—a relatively small item which is 
of some economic significance, however. The fifth are figures for exports. The 
demand for exports, of course, constitutes an additional demand on the 
Canadian economy, and while it is a welcome one, in many respects, we have to 
recognize that additional export demands constitute inflationary tendencies, just 
as increases in any other demands do so. They are offset, however, by the next 
line, the imports of goods and services. These help to satisfy the demands in the 
Canadian economy, at the cost of having to use up foreign exchange we earn 
through exports and otherwise. The imports are one of the important counter- 
inflationary forces in the economy. 


Line 7 is the residual error. The statisticians have not achieved perfection 
in making everything balance, and this shows the degree to which they have 
been unable to account for the tables. 


Line 8, the gross national expenditure as market prices, is a measure of the 
total value of all the goods and services purchased from the Canadian economy 
in these various categories. 


The right-hand columns in the table have been constructed to show you the 
changes occurring in these various categories in recent years. The far right 
shows the increase over the whole period from 1949 to 1965. We have taken 
1949 as really the first year in the post-war period when conditions were 
sufficiently settled down that it is worth while making a comparison. The 
immediate post-war years, of course, were disturbed for a variety of reasons. 
We have calculated the rate of increase compounded. That is to say, if we are 
talking here of the top line, if the consumer expenditure increased every year 
from 1949 by 7 per cent, at compound interest it would reach the level that is 
shown here for 1965. All those figures down that column are such measures of 
the rate of increase that has occurred over the period as a whole. 


The next column on the left shows the figures for the increase of the first 
half of 1966 compared with the figures for the first half of 1965. That is the 
latest change for which we have the material. 

You will notice they show here that expenditure as a whole in the economy 
has increased by 11.4 per cent—this is down in the bottom line—over that 
12-month interval as compared with the longer run rate of increase of 7.5 per 
cent and with the other rates of increase that are shown to its left. 

The next column shows the increase in 1965 over 1964. You will notice that 
the total as shown in the bottom line has increased by 9.7 per cent between 1965 
and 1964. 

The next column shows correspondingly the increase in 1964 over 1963, and 
that was 9.2 per cent. 

Perhaps I should add at this point that the committee members will be 
more familiar with the idea of gross national product which is used in many 
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statistical comparisons, and in the budget and things like that. The gross 
national product is, by definition, equal to the gross national expenditure. The 
expenditure is what buys the product, and it is just broken down in different 
ways when we look at expenditure from what it is when we look at the product. 
Table 5 below gives the figure of the gross national product. 

Excuse me for taking up so much time in explaining it, but I thought if I 
explained what these various columns and lines were it would help in under- 
standing what was going on. 

There are two or three points I would draw to your attention in this 
general conspectus of expenditures. First, as I noted, the overall gross rate for 
this postwar period has been around 7.5 per cent in expenditures. This includes, 
of course, what arises from the growth in the population of Canada, and the 
growth of the working force. It includes not only the effect of increasing 
productivity but the effect of increasing prices as well. It is the most compre- 
hensive figure that we have, but it is something from which we can start. 

When you look at the various components you will see that in this longer 
term growth, personal expenditures have grown slightly less than the total. 
Government expenditures have grown significantly more; they have grown by 
9.9 per cent over this whole postwar period. Business capital expenditures have 
grown by about 8 per cent. Exports have grown a bit less than the total, and 
imports have grown by exactly the same figure as the total over the long term. 


Well, this gives an indication of the general growth trends that have been 
taking place in the economy, and the various elements of expenditure that are 
met with our output. 

If we look at the last several years we will notice, as is shown in the rates 
of increase in the bottom line that these have been going up. The increase in 
1964 over 1963 was 9.2 per cent; the increase in 1965 over 1964 was 9.7 per 
cent; and the increase in the first half of this year over the first half of last year 
was 11.4 per cent. 


This is the essence of the problem that is now engaging our attention, 
because it is this increasingly rapid rate of increase in expenditure in the 
economy that we see as being behind the problem of rising prices and 
inflationary tendencies. Now, of course, if these increased expenditures could all 
be met out of increases in production they need not give rise to inflationary 
tendencies. The later tables will illustrate to what extent there have been 
associated with these changes, changes in the volume of production and of 
prices. 


Mr. Chairman, that is all I had intended to mention about this first table. If 
there are questions about it perhaps it would be worth while to pause at this 
moment in order to answer them. 


Mr. Ouson: I have just one question. At the top you have “Gross National 
Expenditure”, and then the term “Current Dollars”. Are these current dollars in 
each year that is indicated, or are they 1966 dollars? 


Mr. Bryce: I should have mentioned that point. Those are for each year. 
Those are the dollars that are actually spent, rather than adjusted to any 
common price level. 


Senator CARTER: If these were reduced to 1949 dollars would there be any 
significant change? 


Mr. Bryce: I am coming to that. That is in table 3. 
Co-Chairman Senator CROLL: Proceed, Mr. Bryce. 


Mr. Bryce: Table 2 is a simple table. It is simply taking those expenditure 
figures, and indicating for each column what the percentage is of the total 
expenditures in that year. There are, however, two or three points that are of 
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interest here. First, you will notice that the proportion of our national expendi- 
tures going into business capital formation has been rising since 1962, as the 
upswing has developed, and is now at a high level of 20.8 per cent. Now, these 
do not include the capital expenditures of government. Those are part of line 2, 
and the corresponding figures are in the first table. If those were added, the 
total capital expenditures in the Canadian economy currently would show 
somewhere around 25 per cent. This means that about one dollar out of four 
dollars being spent in the Canadian economy now is not being spent to meet 
current demands, but is being spent to meet needs for the future. It is being 
spent for capital purposes. 


This, I think, indicates that Canada is not living imprudently. We are 
making ample provision for the future in one form or another. We are building 
factories, we are building roads and all sorts of other things that go into capital, 
whether it be public or private. But, this high rate of capital formation is one of 
the things that is creating our problem—and a variety of problems—because 
when we spend as high a proportion of our income as this represents on capital 
we have got to get the necessary savings out of the country. Some one has got 
to keep down their current expenditure and provide the savings necessary to 
finance these capital expenditures. I will come to the sources of savings later on 
in this series of tables. Table 10 covers that. But, I think the point is important 
enough to make it at the beginning. 


This is where a considerable part of our problem comes from, but I think it 
does have an assuring element that the country is not behaving extravagantly. 
It is making a good deal of provision for the future. 


These figures for capital expenditures, which are currently at something 
over 20 per cent for business, are rather high by Canadian historical standards, 
and they rank well up by comparison with other countries, although other 
countries vary a great deal, of course, depending upon their circumstances and 
policies. 


The other point I would draw to your attention is in line 2, “Government 
Expenditure on Goods and Services”. We will come later to the breakdown of 
Government expenditures, but these figures and this proportion represents the 
fraction of the output of the country which the various governments—federal, 
provincial and municipal—are demanding in terms of goods and services, rather 
than simply in terms of transferring money from one person, or one group of 
persons, to others. You will notice that this proportion has been relatively stable 
since 1960. In fact, the figures for the last six months turn out to be just the 
same. Even 1960 showed relatively little change from 1955. The physical 
demands, so to speak, put by governments on the economy have not been 
greatly altered over this period, although of course government expenditures 
have grown very rapidly along with the total production of the economy 
through that period. 


The various statements by ministers in recent months have shown that the 
projections that governments have made of their future plans involves some 
increase in government spending over the future as a proportion of the gross 
national expenditure, although a fair amount of that is in transfer payments 
rather than in the expenditures on gross goods and services. 


I think those are the two main points arising out of this table. Mr. 
Chairman. I do not know whether there are any questions on that? 


Mr. ALLMAND: Does item 1 include expenditures by business for things 
other than fixed capital formation? In other words, does it also include 
expenditures at wholesale and from the primary producer, not just the retail? 


Mr. Bryce: They tend to cancel out. These are estimates, figures for what 
individuals and groups of individuals spend on goods and services. They pay 
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those over to business, which in turn has to pay funds out to other businesses to 
get materials or semi-finished goods, things like that, and wages. Other busi- 
nesses in turn will be paying out to still a third group, and when we take into 
account what business receives and pays, that cancels out except for capital 
formation elements, and that is why we showed them separately, but in the first 
line we take into account only the final consumer demand for products and 
services. 

Mr. CameERoN: How inclusive is the first item, the personal expenditure on 
goods and services, does this include dutiable goods such as housing, all private 
personal expenditures? 

Mr. Bryce: This includes all the current expenditures of consumers, but the 
building of houses is included in line three as part of the capital formation of 
the country. The renting of housing would be in line one, I think. 


Mr. Cameron: But where does the expenditure of buying a house appear? 


Mr. Bryce: If you are buying a house already completed and owned by 
somebody else that is just a transfer, not part of our new production. This table 
represents the accounting for the new production in the country. 


Mr. CARTER: If I am building a house? 


Mr. Bryce: If you are building a house that will apply in line three as part 
of the capital formation of the country. Buying a car comes under line one. 


Mr. CarTER: This is not business capital formation? 


Mr. Bryce: It is normally done as a business to start with, and then the 
consumer purchases the production of the business. Housing is the only item 
where we segregate the capital element away from the ordinary consumer 
expenditures, and we do that because it is such a large element. 


Mr. ALLMAND: Does item 6 include imports by both business and the 
consumers? 


Mr. Bryce: Yes. It also includes payments for a variety of services and such 
things as dividends and interest paid to non-residents for the use of capital that 
has been borrowed. 


Co-Chairman Mr. BAsrorp: Are there any further questions on table 2? Go 
ahead, Mr. Bryce. 


Mr. Bryce: Table 3, Mr. Chairman, makes the correction that one of the 
members was inquiring about earlier. In this table the Bureau of Statistics has 
taken the figures of table 1 and adjusted them for price changes. They do this 
by dividing up table 1 into some 200 categories for which they can get some 
reasonable indication of the prices, and they adjust the price of each of those 
categories and then estimate what table I would be if the influence of changing 
prices was taken into account. So that these are expenditures in constant 1949 
dollars. Now, of course, they could be valued in 1965 dollars by manipulation, so 
the figures look abnormally small currently because we tend to think more in 
terms of current prices; but these show the growth rates, so far as we can 
reasonably find them, in terms of real goods, and that is one of the chief 
purposes of making these calculations and of my placing them before you. 


If you would look now at the bottom line, you will see what we have been 
able to buy in real terms. The bottom right figure shows a rate of growth over 
the period of 4.6 per cent in the production of goods in real terms in the country 
as a whole over the period. This is not a growth preduction per capita. This is 
influenced by the growth of the population, and particularly of the labour force. 
We will come to the effect of the labour force growth in a later table. But it does 
indicate how much increase per year we have had to dispose of one way or 
another in the economy over these years. 
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You will notice that in the last five years the rate of increases of real output 
has been higher than over the period as a whole. You will see here the figures 
between 1963 and 1964 were 6.5 per cent, and between 1964 and 1965, 6.7 per 
cent, and between the first half of 1965 and the first half of 1966 they are ata 
much higher level, 7.2 per cent. 


The statisticians take into account the volume of the crops as soon as they 
can estimate them. The volume of this year’s crops, I am informed, the big 
bumper crops, have been put back into the first half of the year figures, even 
though they were not available then, of course. That is one reason for this large 
increase. The year of 1966 as a whole would average a lesser increase over 1965 
than the 7.2 per cent figure shown here. 


If one looks back at earlier years, they do not show on the table, but the 
increase between 1962 and 1963 was 5.1 per cent, and between 1961 and 1962, 
6.7 per cent. That is tracing it back to the current period of economic expansion. 
So those years have all shown a rate of increase greater than the 4.6 per cent 
over the period as a whole. They reflect the very rapid rate of increase in the 
labour force that has been going on during the 1960’s; they also reflect the 
reduction in unemployment that has been going on through the 1960’s, and the 
greater utilization of our industrial capacity, and also the increase in our 
productivity during that period. We will come to the figures of the gross 
productivity later on, but I thought I should draw your attention to the scale on 
which output has been increasing during this period. 


Now, if we look at the lines above in the chart, it will be seen who has been 
getting these real increases in output. I do not think that an examination of 
this table indicates anything very surprising that is not already shown in chart 
No. 1. 

Co-Chairman Mr. BASForRD: Are there any questions on table 3? 


Senator CARTER: You do not have any figures for the average increase in 
rate of population? 


Mr. Bryce: We can get that out for you, sir. You will find in table 8 an 
increase in the labour force employed, in line two, which gives some idea of 
what is happening. We will get the population figures. 


Co-Chairman Mr. BAsrForp: If there are no further questions, we can pass 
to table 4. 


Mr. Bryce: Table 4 brings you the prices. Do not be deterred by the 
heading: “Implicit Price Indexes... .”. This is the most comprehensive indication 
we could give you of what changes have been going on in prices. This is what 
one gets by dividing the figures of table 3 into the figures of table 1. 


I told you that table 3 was constructed by taking table 1 and adjusting for 
price changes in 200 different series or thereabouts. When we compare the two, 
we then get what are called these implicit price indexes. It groups together the 
price changes in these various categories, so that we can see then how price 
changes of the various kinds of expenditure compare. 


You can see the relative rates of changes of prices in different periods and 
in different categories. : 


Again, at the bottom line, which is the most comprehensive line, the total, 
you will see that the compound rates growth over the period as a whole in 
prices has been 2.7 per cent. That figure includes the Korean war period, during 
which, as you will note, prices went up quite considerably—from 103.1 in 1950 
to 123.8 in 1955. 

If we take the period from 1955 to 1965, the past 10 years, the rate of 
increase has been 2.2 per cent. We calculated it separately. 

That gives you a sort of long-term figure against which we can look now at 
the more recent figures. You will see that between 1963 and 1964 the change in 
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this comprehensive price index was 2.5 per cent; between 1964 and 1965 it was 
2.9 per cent; and between the first half of 1965 and the first half of 1966 it has 
been 4 per cent. 

This is an accelerating rate of price increase. This gives you some measure 
of what it is over the economy as a whole and not just concentrated in the 
consumer sector, the construction sector or something else. 

The lines above show what it has been in the particular sectors. 

The first line shows the price indexes applicable to personal expenditures 
on goods and services. These figures are comparable to what is shown for the 
consumer price index that comes out monthly, except that it is a bit more 
comprehensive and it is rather differently weighted. 

You will notice that, over the period as a whole, this is 2.2 per cent, as 
compared with the prices of all kinds, of 2.7 per cent. If we look at the last 10 
years, it is 1.7 per cent. That is not shown in the tables but we have calculated it 
separately afterwards to show what it is when we take out the Korean war 
period. 

The next line that I would direct your attention to is Business Gross Fixed 
Capital Formation. Here you will see that, over the period as a whole, the 
increase has been somewhat more than for the total, and the acceleration took 
place earlier. In particular, between 1963 and 1964, these costs were increasing 
at 4.3 per cent; then in 1964-65 at 4.4 per cent. The rate shown for the first 
half of 1966 over the first half of 1965 is 3.1 per cent. Some may doubt this, who 
had experience in building things, but this is clear as the overall picture. 

I think we are all familiar with the fact that the first impact of increasing 
costs was being felt in the construction boom in 1964 and 1965; and this shows 
up here in these figures with some quantities attached to it. 

Another line to which I direct your attention is that for Government. The 
figures for Government expenditure show a high increase in prices. This is not 
because the Government pays higher prices than other people: it is for a rather 
different reason. You will notice that the expenditures, both personal expendi- 
tures and business capital expenditures, and exports and imports, are largely 
goods. The Government expenditure shown here includes a large amount of 
wages and salaries, much more than shows in the final product of these other 
items. Consequently, there is no account taken in the Government expenditures 
here for increasing productivity. 

The statisticians have not learned how to measure the increasing produc- 
tivity of civil servants, or of hospital workers, as such. We will come to that 
point when we get to one of the other tables. That is the reason why the prices 
paid for Government shows up as so much higher than others. There is a large 
wage component, a direct wage component, in it. 


I think those are the main points to which I would draw your attention in 
this table, Mr. Chairman. 


Co-Chairman Mr. Basrorp: Are there any questions on table 4? If not, we 
will proceed to table 5. 


Mr. Bryce: Table 5 is the makeup of the Gross National Product. The gross 
national product, as I was saying earlier is really what is bought by gross 
national expenditure. That is why they are the same. But it is a different 
breadkown of the value of production. 


This breaks it down by the value of the various things that go into the 
pricing of the product. 


Line 13 of the gross national product is valued at market prices, just as 
expenditures were. This table shows how it was made up. 
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The first and largest element is wages and salaries and other labour income, 
which for last year you will notice, was $26 billion. 


Item 2, military pay, is much the same but is separately shown. 


Item 3 is corporation profits before taxes. We separate incorporated from 
unincorporated business. 


Item 4 takes from the total of corporate profits here the dividends paid to 
non-residents, which is shown here as a negative item. 


Line 5 adds in the rents, interest and miscellaneous investment income; and 
you will notice that for 1965 that is a fairly sizeable item of $3.6 billion. 

Item 6 is the accrued net income of farm operators from farm production. I 
stress the word ‘‘accrued”’. These figures jump around a bit, and one reason is 
the variations in crops and another is variations in what the Wheat Board is 
holding to the credit, for example, of grain farmers in the west. It differs from 
the cash income, the immediate disposable income of the farmers. 


Line 7 is net income of non-farm unincorporated business. You will notice 
that that is about 2.9 billion dollars as compared with 5.2 billion dollars for 
corporate profits. 


Line 8 is a tricky little item to adjust the valuation of inventories in order 
that the figures will add up in a consistant way to the value of output at market 
prices. 


The total of those eight items is shown in line 9. This is the total cost of 
what is produced in terms of the incomes paid out currently. 


Item 10 adds to the total of indirect taxes levied by governments. 


Now, those have to be added by the sellers of the various goods and 
services in order to get the funds to pay to the governments concerned. From 
those indirect taxes we deduct the subsidies which have the reverse effect. 


Item 11, Capital Consumption Allowances and Miscellaneous Valuation 
Adjustment, comprises the capital Consumption Allowances or depreciation 
allowances which businesses have to charge in order to recoup over the long 
run the costs of the capital investments that they have made in advance. 


No. 12 is that same kind of residual error of estimate that we noted in 
speaking about the growth national expenditures in getting to a total that will 
be consistant with the total of growth national expenditures. You will notice 
that it is remarkably little in a 52 billion dollar total. 

Well, that is a description of the nature of the items. This breakdown 
focuses attention on quite different features than did the breakdown of expend- 
itures. 


The rates of increase in this are, again, of interest. The total, of course, has 
increased in the same way as gross national expenditures are increased. 


When we look at the main components, labour income, in line 1 has 
increased over the period as a whole by almost the same as the total has 
increased: 7.7 per cent over the whole period as compared with 7.5 per cent. 

In recent years the increases are shown in the other spots in that column 
between 63 and 64. Labour income did not increase as quickly as the total; it 
fell a little short at 8.8 compared with 9.2. In 65 it increased significantly more 
than the total: 11.1 as compared with 9.7. 

In the first half of 66 over the first half of 65, labour income increased 13.0 
per cent as compared with 11.4 per cent for the total. 

Military pay and allowances is too small and special to worry about. It has 
been going down as the size of the forces has gone down. It has been increasing 
less because of that, in recent years. 

Corporation profits before taxes are shown in line 3. You will note that in 
64 they increased notably more than the gross national product as a whole. In 65 
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they increased slightly less than the gross national product as a whole, and, in 
the first half of this year over the first half of last year, they have increased at a 
rate less than half of the increase rate for the gross national product as a whole. 


I do not think we need to look for the moment at the dividends paid to 
non-residents, which are somewhat more stable recently. 

No. 5 is the rent, interest and miscellaneous investment income. There is 
nothing I would draw attention to on that particular item at this stage. 


Item No. 6, accrued net income of farm operators from farm production: 
increases in recent years have varied there quite considerably because of 
variations in crops and because of the way in which the timing comes in. You 
will notice a phenomenal increase for the first half of 1966 over the first half of 
1965. This is something that would require a detailed explanation which I think 
it would be best to get from someone else later. 


No. 7 shows the net income of other unincorporated businesses. You will 
notice that over the period as a whole it has been increasing much less than the 
total gross national product, reflecting the gradual diminution of the roll of 
unincorporated business as compared with incorporated business, just as the 
low rate of increase over the period as a whole for farm production reflects the 
gradual reduction in the total place of agriculture in the canadian economy as a 
whole. 


Those are the main components there. In No. 9 it is evident that for the 
period as a whole the current costs of productive output have been growing 
somewhat less than the value of the output itself; that is, 7.1 per cent—there in 
the righthand column—as compared with 7.5 per cent. 


If we look in recent years, between 63 and 64, the costs of producing the 
output, including profits, have not gone up as much as did the market value; 
then in 65 as compared with 64, they were roughly the same. In the first half of 
66 the increase has been slightly more for reasons that are evident in the next 
two lines. 


Line 10 shows the role of government: indirect taxes less subsidies. In this 
picture you will note that over the period as a whole these have increased at 9 
per cent a year as compared with the overall value of gross national product of 
7.9, and this increasing rate, of course, has been one of the things causing the 
spread between the 7.1 for the value of product at cost and its market value. 


This is a reflection of a part of the financing of government expenditures. 


Line 11 brings in the depreciation on capital equipment, the allowances for 
capital costs incurred in previous periods, and it is to be noted that that has 
grown over the period as a whole at a rate of 8.4%. I think perhaps that is 
somewhat deceptive, because the basic system used for capital cost allowances 
changed between 1949, when the new Income Tax Act was enacted, and 1955, 
when the new arrangements had gone into effect. 


The breakdown of corporation profits, the breakdown between Item 11 and 
Item 3, that is to say how much is profit and how much is capital cost 


allowances, is essentially dependent on the income tax treatment here. I think 
this is fair to say. 


These statistics are essentially derived from the taxation statistics and, 
consequently, the change in the income tax treatment early in the period has 
led to a rather larger element in the last 10 years for capital cost allowances 
than earlier, and, if we look at the rates of increase in the last 10 years, the 
increase in capital cost allowances has been 6.5 per cent compounded as 
compared with 6.7 per cent for the gross national product itself. 


This indicates that it has been through that period a relatively steady 


influence, and the main change that is noticeable in the figures occurred during 
that period of the change in practice in the early 50s. 
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Well, I’m afraid that is quite a mouthful about that table. There are all 
sorts of interesting implications in it, some of which are explored in the 
succeeding tables. 


Mr. CAMERON: I notice, Mr. Bryce, the item you decided did not call for 
comment seems to be one that does call for comment. I refer to No. 5. I notice in 
the period between 1949 to 1965 wages and salaries have increased about 34 
times; corporation profits have increased somewhat less, only about three times, 
but rent, interest and miscellaneous investment income have increased over five 
times. Would that not suggest that this is one of the points we should look at for 
inflationary practices? 


Mr. Bryce: Let me try to find some of them. May I pick out some of the 
major items? First we have the net rents received by individuals which amount 
to some $709 million. I may say that we have basic figures here which include 
interest on the public debt, but we do not treat the interest on the public debt . 
as part of the cost of the gross national product, so we have to deduct that 
again. The rents received by individuals have grown over this period at a rate 
of 6.6 per cent. 


One of the largest and the most rapidly growing elements in this total has 
been the investment income of life insurance companies and the pension funds 
that they hold; that has grown from $130 million at the beginning of the period 
to $818 million at the end, for a growth rate of nearly 124 per cent. It is the 
fastest growing large item in the total. 


The bond interest received by individuals directly has grown by some 73 
per cent, and that is the accumulation of savings by individuals in the form of 
bonds. Then there is a whole variety of other things like interest on bank 
deposits, trust and savings deposits, credit union deposits, mortgage holdings by 
individuals, foreign bond holdings, government annuities, dividends from 
abroad, profits on mutual non-life insurance companies, royalties and all that 
sort of thing together, which are miscellaneous items that really turn on 
individual savings and they have grown from $231 million to $1,208 million, 
which is a growth rate of 10.9 per cent. This is the accumulation of other forms 
of individual savings essentially. 

Now, form that, one takes away the interest on consumer debt, a matter of 
considerable interest to this committee in its other reference, which has gone up 
quite considerably over the period from $21 million to $245 million, an increase 
of 16.6 per cent per year. From this whole total which includes private 
investment income, and I see here “Government Trading Profits’”—that means, 
for example, the profits of Ontario Hydro or Polymer or even the post office— 

Co-Chairman Senator CROLL: C.N.R. profit too? 

Mr. Bryce: That has not been troubling us, sir! That figure for trading 
profits is included and has gone up from $186 million to $747 million. The main 
profit, of course, that the Government of Canada receives is from the Bank of 
Canada. 

Now from all of that, we have to deduct the interest paid on public debt 
which is shown elsewhere in these tables. That has increased at a rate which is 
somewhat less than the increase in the gross national product; it is 6.8 per 
cent as compared with 7.5 per cent. Out of all that rather complicated 
calculation we get this line of figures to which you refer. And it is, of course, 
not only a question of the rate of return that people are getting from their 
savings, but as the public accumulates savings, they show up here—the rate of 
accumulation shows up in the growth of this figure. 

Mr. CAMERON: I was wondering if you would be able to get your staff to 
prepare a table setting out these things you have told us in answer to my 
question so that we may have some idea of this particular situation. It seems to 
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me to be extremely important that we should realize the implications of this 
tremendous growth in this particular area. 

Mr. Bryce: We will take it up with the Bureau of Statistics. These are their 
figures and it might be best if they prepared these. 

Co-Chairman Mr. Basrorp: I will recognize Mr. Olson at 11 o’clock. May I 
first of all have a motion that Mr. Bryce’s tables be incorporated in the record 
and printed? 

Mr. CAMERON: I so move. 

Co-Chairman Mr. BasFrorp: It is moved and seconded. Motion agreed to. 


(See Appendix “‘1’’) 


—Upon resuming at 11.00 a.m. 


Co-Chairman Mr. Basrorp: Order, please. The ceremonies are not finished 
in the Centre Block, but I notice that many of the members who were there 
have come over anyway, so we will proceed. 

Mr. Olson was to be recognized, I think. Mr. Amand had a supplementary 
to Mr. Cameron’s question first. 


Mr. ALLMAND: Mr. Bryce, it was with respect to some of the points brought 
out by Mr. Cameron. Are we to understand, Mr. Bryce that Item 3, corporation 
profits, and Item 7, net income of non-farm unincorporated business, do not 
include income from rent, interest and miscellaneous investment? In other 
words, does Item 5 include rent, interest and miscellaneous investment income 
for corporations in other businesses as well as individuals? 


Mr. Bryce: Item 5 includes interest paid by businesses to Canadians which 
is a cost to the Canadian business concerned and is, therefore, not part of the 
profits either of corporations or an unincorporated business. So that the interest 
or rent appears in Item 5 but not in Item 7 or 3. 


Mr. ALLMAND: Therefore, when you say “interest paid to Canadians,” you 
include Canadian corporations? 


Mr. Bryce: Interest received by a corporation is part of its gross income. It 
may be paying interest too. If it is making a profit out of the receipt of interest, 
amongst other things, it will be in Item 3. 


Mr. ALLMAND: I see; that is it. 
Mr. BRYCE: Yes. 


Mr. Ouson: Mr. Chairman, Mr. Bryce: I would like to refer you to Item 6 
and request some additional explanation on these matters. 


There is a very large increase in the first half of 1966 over the first half of 
1965 on accrued net income of farm operators from farm production. There is 
also a significant increase in 1965 over 1964, and yet the long term increase of 
only 1.7 per cent from 1949 to 1965 is about the lowest increasing factor in the 
whole table. 


I wonder if we could have some explanation as to why this is so. Is it 
because farmers have an annual optimism in the spring respecting their crops 
that fades away in the fall on realization, because I did think you mentioned 
this includes an estimate of production for every year. Therefore, does this take 
place annually? In other words, how much credence can we give to this figure 
of 42.2 per cent? 


Mr. Bryce: I was just as surprised as you, Mr. Olson, when I saw this 
figure, and I asked for explanations of it too. 


Perhaps I could give you an idea of what makes up this figure for 1965, 
which is the latest year for which we have the detail. That shows a total farm 
cash income of $3,741 million. To that you add income in kind of $398 million, 
and farm inventory changes of $56 million, getting $4,195 million. That is to 
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say, we add to the cash income what they get in income in kind and the value of 
the inventory change. That gives the gross. From that we have to deduct farm 
operating expenses, which were $2,058 million, and we deduct $376 million for 
depreciation. After that are two items which I will have to have some of my 
assistants explain because I do not know enough about what they mean. “Add 
adjustment on grain transactions.” It takes account of the undistributed profits 
of the Canadian Wheat Board which are attributed to the farmers to whom they 
will be payable. Then there are a number of other adjustments that have to be 
made, a lot of minor things, which are a total of $72 million out of this several 
billions. All of that brings down the gross income to $1,645 million, which is this 
figure here in the table under 1965. 


With the large crops this year they have in estimating—You see, these 
estimates for the first half of the year are seasonally adjusted annual rates. In 
order to get those the Bureau of Statistics tries to say what was really accruing 
to the farmers, allowing for the fact that in the three months of April, May and 
June the crop was only growing. It was not harvested, and you could not even 
see how big it was going to be. However, they have tried to include in that an 
allowance for the crops that have now turned out to be quite large crops. So 
they have included in this item for the first two quarters of the year some 
allowance for this year’s large crops. The result of that is why this accrued net 
income of farm operators from farm production during last year averaged only 
this $1,645 million, and, in fact, it went up during the year. For the first quarter 
of 1966 the bureau puts it down as $2,172 million; and for the second, almost 
the same, $2,180 million. That means the influence of these quite large crops 
shows up even before the crops were harvested. That, I think, is the reason for 
this quite substantial increase over the first half of last year. 


Mr. OLSON: We will probably not have the actual figures by the time this 
committee has finished its consideration of the matter that is referred to us, so 
we will have to, perhaps, rely on these estimates for our purposes, at least for 
the last half of this year. 


The question I wanted to ask was whether or not these annual es- 
timates—whether it is an annual occurrence that the actual is adjusted 
downwards from the estimates. Is this something that is a normal thing? 


Mr. Bryce: Let me ask Mr. Rubinoff to answer that. He knows more about 
this than I do. 


Mr. A. S. Rubinoff, Director, Economic Analysis Division, Department of Finance: 
It depends, Mr. Olson, on what eventually happens to the crop. I think 
the estimates made about this time of year are more or less solid, although by 
the time they have the final figures in, particularly for grain that is, say, 
destroyed or lost, it does change the thing slightly. Perhaps the agricultural 
people, when they come, could give more detail on that. They are far more 
expert than we are on this. But about this time of year the figures are quite 
close. I think it is based on an estimate of about 800 million bushels for the 
year. 


Mr. OLSON: Do you think they are going to be reasonably close to the 
actual, these estimates, with regard to coming up with this figure of 42.2 per 
cent? Could you indicate whether in some of the other years from 1949 to 1965 
there have been some years when there has been a significant decline? Does 
that account for why we come up with an average of 1.7 per cent? 


Mr. Bryce: In 1961 there was a big decline. You know better than I do 
what the crops were at that time. The reason for the 1.7 per cent growth is that 
agriculture is a diminishing part of the economy as a whole. A great deal of 
manpower has left agriculture and has gone into other fields. The increase in 

24049—23 


50 JOINT COMMITTEE 


productivity in agriculture has been quite high. This income of 1965 is dis- 
tributed amongst a far smaller number of farmers than the income of 1949 was. 

Mr. Ouson: But that would not affect the 1.7 factor as an average over the 
whole period, would it? 

Mr. Bryce: The reason the figure is so low is because agriculture has not 
been growing in aggregate in the way in which, let us say, manufacturing or 
mining has been growing through the period. The number of farmers has been 
diminishing, and not growing. 

Mr. OLson: Mr. Chairman, I do not quite follow this. Mr. Bryce said that 
regardless of the number of people involved, 1.7 represents the extra dollars 
—that is right, is it not?—rather than the proportion respecting the number of 
people involved. 

Mr. Bryce: That is right, the 1.7 is the growth rate of the net income of 
farm operators. Even though the income per operator has been growing much 
more than that, the decline in the number of farm operators is reflected in this 
relatively small growth rate in the total. 

Mr. Otson: I am afraid I do not follow that as having a direct bearing on 
the total, whether you relate it to one farmer or a hundred farmers, as a portion 
of the total economic activity. 

Mr. Bryce: All I would say, sir, is that the agricultural sector of the 
economy has not been growing at anything like the same rate as the others. 

Mr. Otson: I have one other question, Mr. Bryce. I wonder in respect of 
these two figures—the 12.4 in respect of 1965 over 1964, and the 42.2 in respect 
of the first half of 1966 over the first half of 1965—if you have figures before 
you that would indicate how much of this change is made up in volume, and 
how much of it is made up in price increases, if any. 


Mr. Bryce: I am sorry; we do not have those figures with us here, putcit 
would not be hard to work them out either for your discussions with the 
Department of Agriculture next week, or we might even have them worked out 
before one o’clock. 


Mr. Outson: I do not think we need them before one o’clock, but I suggest 
that we would like to have them because, after all, the main purpose of these 
meetings is to try to determine the price increases and also the volume without 
significant price increase. 


Co-Chairman Mr. Basrorp: Mr. Olson, next week we have a number of 
witnesses appearing from the Department of Agriculture to answer questions 
along the lines of your inquiry. 


Mr. Bryce: Yes. They have official figures on price and volume indices. 


Mr. Ouson: I understand that, but we have before us now an indication that 
net farm income appears to be 42.2 per cent higher in 1966 than it was in 1965. 
I think we had better reduce this to what may have happened in so far as prices 
received by farmers are concerned, or determine if there is an enormous 
increase in volume without any increase in the prices of these commodities. It 
should be separated out. I think that is all for the moment. 


Co-Chairman Senator CROLL: Mr. Bryce, would you look at No. 10? 
Mr. BRYCE: Yes, sir. 


Co-Chairman Senator CROLL: That covers the municipal, provincial and 
federal fields, does it not? 


Mr. Bryce: Yes. 


Co-Chairman Senator CroLL: Would you just define in any way you like 
those fields at those levels? Take three or four examples of each so that we can 
see that we are thinking about the same thing. 
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Mr. Bryce: I can give you for 1965 what makes up that total. I am not sure 
that I have the subsidies here to take off it, but in 1945 the total of the federal 
taxes... 


Co-Chairman Senator CROLL: In 1945? 


Mr. Bryce: I am sorry; in 1965. In 1965, out of this total that is shown here 
of $7,172 billion-odd, the federal taxes are $3,247 billion. 


Co-Chairman Senator CROLL: From what sources? 


Mr. Bryce: Customs, $665 million; Excise duties on spirits and tobacco, 
$431 million; Excise taxes, mainly the general sales tax. $2.129 billion; and then 
there are some odds and ends that total $22 million. 


On the provincial side there is a longer list. There is amusement taxes of 
$33 million; corporation taxes—not profits taxes but miscellaneous taxes—of 
$28 million; Gasoline tax, $661 million; Licence fees and permits, $45 million; 
Motor vehicle licences and permits, $149 million; Miscellaneous taxes and 
natural resources, $214 million; Real property taxes, $11 million; Retail sales 
taxes, including liquor and tobacco, $835 million; and then miscellaneous items 
of $128 million. That is roughly $21 billion, as compared to the $34 billion for 
the federal side. 


At the municipal level the statistician has included here the real property 
tax as an indirect tax rather than as a deduction from income, in the way they 
do income tax. This is not the legal definition of what is a direct and an indirect 
tax, but it is what they use for statistical purposes. The bulk of the municipal 
one is real property taxes of $1,755 billion, and then there is a lot of other small 
things. 

Now, the subsidies to be taken off that, are some $310 million. I do not 
know whether you want any indication of what those are, but there is the 
freight assistance on western seed grains, there are hog premiums, the 
Agricultural Stabilization Board payments, assistance on storage of grain, and 
miscellaneous ones of an agricultural nature, and then payments under the 
Emergency Gold Mining Assistance Act, the Maritime Freight Rates Act, the 
coal subventions, and then another... 


Co-Chairman Senator CROLL: What do they amount to in total? 


Mr. Bryce: The agricultural ones run to $125 million, and these others to 
$134 million, making a total of $259 million for federal subsidies. The provincial 
subsidies total $51 million, and they bring the total to $310 million, which 
brings the net figure here to $7,172 billion. 


Mr. SALTSMAN: Referring to Item 1, do you have a breakdown between 
wages and salaries, or a breakdown between production labour as against 
administrative and sales labour? That would give us, perhaps, a more accurate 
picture of what is going on. 

Mr. Bryce: I doubt whether we have a meaningful division of that. The 
boundary line is a pretty difficult one to draw. I would hesitate to say where in 
the Government service we ought to daw that line. In operating a factory you 
can get an idea of what your production labour is and of what your administra- 
tive labour is, but what do we do about an airport, for instance, and things like 
that? It is not an easy line to draw. 


Mr. SALTSMAN: It would make the figures a little more meaningful if you 
come to compare a distribution of income within that category because I 
presume that it would include a wide variety of income types, weuld it not? 


Mr. BRYCE: Yes. 


Mr. SALTSMAN: And there has been some comment recently that our 
distribution costs have been increasing faster than our production costs— 


Mr. Bryce: Iam sorry, but I cannot hear you. 
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Mr. SALTSMAN: Do you want me to repeat what I said? 
Co-Chairman Senator CROLL: Yes. 


Mr. SaLttsmMaAN: There has been some comment made that our distribution 
costs have been increasing at a faster rate than our production costs, and it 
would have been interesting to look at figures to see if this is true or not. 


Mr. Bryce: I gather the committee is going to go into that with respect to 
particular industries. 

Co-Chairman Mr. Basrorp: Dr. James has somebody from the Department 
of Labour preparing some statistics for us. I think Dr. James might point out 
your question to that individual. 


Mr. SALTSMAN: There is going to be an attempt to get this type of 
information? 


Co-Chairman Mr. BAsrorD: I am not sure that he will be able to give you 
the type of breakdown you want, but Dr. James will direct your question to the 
person he is conferring with in the Department of Labour to see if he can 
answer your question. May I ask Mr. Bryce just what were the factors causing 
the unusual rise in corporation profits before taxes between 1963 and 1964? 


Mr. Bryce: I am sorry, but I would not want to try to guess at that quickly, 
sir. There was quite an expansion, of course, in the total in those years, and at 
certain stages in the business cycle profits do tend to go up rapidly. If you look 
at the chart on the page that follows the tables, the first chart shows gross 
profits per unit of output, and you will see that during the expansion from 1961 
to 1965 there has been quite an increase in the gross corporate income—that 
includes both profits and capital cost allowance. There has been quite an increase 
there as we move up the business cycle phase. Then of course output itself has 
been going up, so you have both those at work. 


Co-Chairman Mr. BAsForbD: Thank you. Any other questions? 


Senator CARTER: Mr. Chairman, perhaps I did not quite understand what 
Mr. Bryce said about table 5 at line three, showing the figure of 6.6 as compared 
with 7.1 in line 9, which would indicate that over the period the rate of profit 
has been fairly stable, although there must have been fluctuations to have 15.1 
last year; but is it a fair statement that 6.6 represents a fairly stable rate of 
increase? 

Mr. Bryce: No, the profits fluctuate more than most things in the economy 
and that is illustrated in the chart to which I was referring. It tends to fluctuate 
with fluctuations in output. That chart shows that while wage costs have been 
going up fairly steadily, with some variation, of course, profits have been 
fluctuating around that line. 


Now, those are also gross profits. Capital cost allowances are a reasonably 
steady element within that again, so that the corporation profits item fluctuates 
even more than that gross total does, in proportion. 

Senator CARTER: Is that figure in line three before taxes? 

Mr. Bryce: That is right, sir. | 

Senator CARTER: Are the taxes referred to in line three substantially the 
same? 

Mr. Bryce: The corporate tax and personal income tax are not shown in the 
table at all. They are transferred from those who get these incomes to the 
Government and do not show up in market prices. We will see that when we 
come to table 9. 


Senator CARTER: So you do not have any figures to show what changes have 
come about that have come into profits? 


Mr. Bryce: We can easily provide this, if you wish. I do not think we have 
them here. However, we have some for recent years. We have corporate profits 
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before taxes and before dividends to non-residents for 1965 here at $5,199,000,- 
000. The income tax liabilities from that, $2,164,000,000. In other words, this 
was roughly 40 per cent. It includes, of course, small corporations where the 
rate is lower than the general rate, and includes both federal and provincial tax. 
That leaves corporate profits after taxes at $3,035,000,000. Out of that there are 
dividends paid to non-residents, $751 million. So that corporate profits retained 
in Canada are $2,284,000,000. The dividends paid to Canadian persons are $796 
million. The charitable contributions paid by corporations are estimated or 
recorded at $44 million, which leaves undistributed corporate profits of $1,- 
444,000,000. That is what is left in the hands of the corporations. 


Now, I can give you that last item over the half dozen years, if you wish. 


Senator CARTER: I would not want to take up the time of the committee. 
Perhaps it could be provided and printed; it might be useful. 

Co-Chairman Mr. BASForRD: It could be provided later today, or next week. 

Mr. Bryce: I think perhaps I could provide to the members, sir, the tables 
of national accounts, income and expenditure 1965 which is a very convenient 
set of references. We will get copies from the Bureau of Statistics for the 
committee. What I am referring to is table 50. 


Senator CARTER: What you have said has no relationship between 13.8 in 
line 10 and 15.1 under 1963 and 1964? 


Mr. Bryce: Only in so far as indirect taxes are increased. They make it 
more difficult for businesses to sell at a higher price. I am sure that if the 
indirect taxes on liquor were reduced, the profits of the distillers could be 
increased. How much competition there is, of course, is a matter of judgment, 
but that is an extreme example. Other things that are sold subject to substan- 
tial indirect taxes would have some of the same effect. We often wonder, if it is 
a question of whether we increase or decrease the sales tax, let us say, what 
that will do in fact to prices and hence to profits, because it certainly takes time 
for prices to respond to such changes. There are inventory profits involved and 
a whole complex of other things. 


Co-Chairman Senator CROLL: I am wondering if you have come to any 
conclusion, because we are all interested, from the historical end of it. 


Mr. Bryce: I am talking about historical “wondering”. From time to time in 
the past when there have been occasions to change the sales tax this has always 
been a question that arises in our minds, how quickly or how slowly is it likely 
to be reflected in market prices and what are the transitional effects of doing so. 


Co-Chairman Senator CROLL: But perhaps what the committee, and cer- 
tainly I would like to know, is, when you raise the sales tax say two cents or 
two per cent, whatever it may be, have you ever followed it up to find out what 
the consumer finally pays, whether it is two cents to him, or does it come to five 
cents in the end, or possibly six cents. Have you followed it through? 


Mr. Bryce: It is terribly difficult to follow it through. There have been 
studies made of the incidence and effects of various Canadian taxes. I regret to 
say I did not bring them along this morning or refresh my memory yesterday 
on them. I think it depends on the length of time you allow. For example, in our 
manufacturers sales tax, if we increase the manufacturers sales tax by one per 
cent, one point, the initial impact of that of course is on those who buy from the 
manufacturers. The dealers will have some inventories they got at the lower 
rate of tax; so what is their policy going to be in disposing of that? 


Then it is alleged that the normal mark-ups will apply and that you will 
get a mark-up on that additional sales tax at the manufacturer’s level. On the 
other hand, I would judge that mark-ups are by no means rigid over longer 
periods. You get competition in the process of distribution as well as in the 
process of production. If we are looking at periods of half a dozen years or 
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more, I would have thought that you would get some change there in the mark 
up. This is a point that might well be worth taking up with experts on 
distribution who may appear before the committee. 


Some of the arguments for having a retail sales tax, rather than a 
manufacturer’s tax, is that you do not get into these problems. 


When the provinces change their sales tax at the retail level, you do not get 
into this question of whether it alters the mark-ups, whether it 1s passed on, 
more or less, between one level of distribution and the other. 


On the other hand, you have many other questions in a retail sales tax. 


Co-Chairman Senator CROLL: What I understand you to say is this, that at 
the manufacturer’s level we impose a tax, he takes his mark-up on it, and 
passes it on to the retailer, who takes his mark-up on it, and finally it gets to 
the consumer; so that in effect what they are doing is a mark-up on the 
increased tax, whatever it may be. 


Mr. Bryce: Senator, I think the problem is this. Our tax has been at this 
level for many years. If the existence of it has led to higher incomes in the 
wholesale and retail distribution, you would expect that, over a period of years, 
to have some effect on the competition within the distribution process. I would 
think that those mark-ups would not stay rigid through a period like that. I 
think the long-term effects are apt to be less certain along those lines that you 
mention, than the immediate effects, because competition between various 
distributors is apt to even out these mark-ups to what are economically 
necessary to support that process in the economy. 


I will see if I can find any studies on this matter, sir, that will be helpful. 


Co-Chairman Senator CROLL: It is not the federal Government alone, it is 
the provincial government direct tax, too. It is the combination of these that 
affect it. 


Mr. Bryce: Yes, though they do not give rise to quite the same problem, 
because they apply them right at the final stage in the process. By law, they are 
restricted to that. 


Mr. BELL: May I ask Mr. Bryce, if he has not already said so, with respect 
to these tables, why farm income is treated separately? Why, of all the sectors 
of our economic life, are farmers segregated in this way? Is this traditional, or 
has farming got greater ramifications in our economy? 


Mr. Bryce: One could lump items 6 and 7 together, I suppose, but it has 
been traditional in our national accounts to show agriculture separately. First of 
all, that is because it has been a matter of great public interest in the past to 
show it separately. Secondly, you will notice that it fluctuates in a way that the 
other elements do not fluctuate. For example, between 1960 and 1961 it fell by 
15 per cent. Between 1961 and 1962 it increased by 48 per cent. These are far 
greater fluctuations than the other elements in the economy have; and so I 
think there is considerable value in making clear what is going on by taking 
this volatile and important element and showing it separately. 


Co-Chairman Mr. Basrorp: If there are no further questions, we will go on 
to table 6. 


Mr. Bryce: Table 6, sir, is similar to table 2. It is a percentage distribution 
of the items in table 5. There is quite an interesting point to observe in this 
table. If you look at line 1, you will see a remarkable stability in the percentage 
of the gross national product going into labour income. It started out in 1949 at 
49 per cent. It has ended up in 1965 at 50.1 per cent. 


It fluctuates somewhat there, but the stability is remarkable, when you 


consider all that has been happening through this period that affects labour’s 
position in the economy, and things of that nature. 
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This is an economic phenomenon that has been observed in other countries 
and in other periods. It is really quite surprising, I would say, that this 
proportion should be so stable, and the proportion between this income and the 
net national income at factor cost, for that matter. 


The relative decline of the farm income has had some influence on line | ae 
and the smaller decline but still a decline, of unincorporated business income 
has some influence. 

The thing which is surprising, and, I suggest, important, is the division of 
the gross national product between labour and capital, so to speak, as a 
reasonably stable proportion, over the long run—a remarkably stable propor- 
tion—and it shows up here in these figures. 


It changes from year to year as between labour and capital, as is evident in 
the chart to which I referred a few minutes ago, the first table appended to 
these tables, of wage costs and gross profits per unit of output. 


As you can see from that chart, the profit element fluctuates around and 
below that line for wages costs per unit of output. This relative stability in the 
relationship is one of the quite interesting observations out of economic 
statistics, which may have some bearing on what one can hope for as a result of 
changes in the labour market and efforts to raise wages, and things of that sort. 


I offer it to you at this time simply as a statistical observation, without 
trying to draw too much in the way of conclusions for it. It is a phenomenon 
that has been noted by economists a good deal in the past. They told me they 
had a conference on it in 1961 in the United States, to see what inferences and 
implications could be drawn from it. 


That is the chief item, sir, in this table, that I think is worthy of note. 


The other thing of course is the way in which the proportion of profits has 
varied somewhat in the short term. 


Part of the variation there is between the capital consumption allowances, 
which have been a higher proportion since 1955 than they were before. I 
explained that point earlier on. 


The decline of the proportion going to farm operators shows up clearly in 
these percentage tables—with the exceptions of course, of the fluctuations, say 
between 1961 and 1962, and between 1965 and 1966, here. 


I do not know that there are any other things I need draw attention 
to in this table. 


Mr. CAMERON: Mr. Bryce, you were saying that you were not going to 
attempt to draw any conclusions from the remarkable stability of the share of 
total wealth production that has gone to wages and salaries. I would like to 
draw a conclusion and see whether you would agree with it. 

Would you not say, Mr. Bryce, that this reveals the fact that there has been 
a determined—and, so far, completely successful—effort to contain the share that 
wages and salaries draw from total wealth production, despite an immensely 
rising wealth of productivity, and that in itself may be one of the causes of the 
problem that we are facing here? 

Mr. Bryce: I find it hard to say that there has been a determined effort on 
the part of the thousands of producers who are involved—the tens of thousands. 

Mr. CAMERON: The evidence is here on the sheet of paper we have in front 
of us. 

Mr. Bryce: This happens in other countries as well. 

Mr. CAMERON: Yes. 

Mr. Bryce: I think what lies behind this is that prices, according to the 
economic analysis we used to use when I, at least, went to university, and I 
suppose it is still used, are determined essentially by cost, both marginal cost 
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and average cost and things of that sort, and wages and salaries are much the 
biggest element in the cost. While for one firm, one particular business, there 
are costs of materials and such involved as well, when you look at the economy 
as a whole, and the general level of wage and salary rates go up, then so many 
costs rise, and these are reflected in the prices charged by so many people, that 
the whole price structure tends to rise more or less rapidly according to the way 
wage and salary rates rise. 

I think this is probably the nature of the explanation, but there are so 
many detailed factors that enter into it that that is a pretty rash generalization. 

Mr. CAMERON: But it does not get around to my question, Mr. Bryce, that 
labour’s share of total wealth production has remained almost static. In fact, I 
imagine it goes back to the stage that existed long before 1949. 

The way in which labour’s share has been held static is to offset every 
attempt to increase real wages, and, apparently, quite successfully. 

Mr. Bryce: Real wages have gone up. There is no doubt about that at all. 
This is just the share of the total value of production here. 


Mr. CAMERON: Yes. 

Mr. Bryce: Now, one must bear in mind that the total value of production 
goes up by reason of productivity, which arises partly from greater skill, 
greater training of labour on the one hand, and from more and better capital 
and better management on the other. 

There is contention, no doubt, as to who is going to benefit from the results 
of this. This is why I think the stability is remarkable, when you think of all the 
things that have contributed to productivity from one side and on the other of 
the growing importance of collective bargaining and organization changes in the 
labour market. 

I cannot find a satisfactory explanation for this stability. 


Mr. CAMERON: It indicates, Mr. Bryce, that the price of this remarkable 
stability in this particular statistical summary has been a growing instability in 
labour relations, and now in the price structure of this country. Is that not so? 
Is this not the price we pay for this stability? 


Mr. Bryce: I do not think I would want to follow the argument that far, 
Mr. Cameron. 


Co-Chairman Mr. BASFoRD: Senator Thorvaldson. 


Senator THORVALDSON: Mr. Chairman, in regard to Mr. Cameron’s remark, 
and the argument that is involved, if you look at line 6, I think that indicates, 
does it not, a rather serious situation; namely, the decline of farm income. At 
least there has been stability in regard to wages and salaries, and there has 
been remarkable stability in regard to corporation profits, but line 6 does 
indicate a situation which is the reverse of that: namely, a great reduction in 
the percentage that the farm operator receives. 


I just want to present that as part of the whole picture, and there is a 
much more serious picture indicated there as to farming population than there 
is in regard to labour. At least there has been stability there, but there has been 
instability in regard to the farming operator. 


Mr. Cameron: Is this not because the farmer has to fight on two fronts? 


Co-Chairman Mr. BAsrorpbD: Mr. Bryce, do you want to comment on Senator 
Thorvaldson’s remarks? 


Mr. Bryce: I think, sir, we covered this point earlier in the discussion of the 
points raised by Mr. Olson. There has been a decline. I was hoping that perhaps 
I had the figures here in the number of farm operators. There has been a great 
increase of productivity of the farmers through this period, and I think a 
considerable increase in income per farm operator through the period, but there 
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is no gain-saying the fact that farm operation is a considerably smaller part 
now of the national economy to what it was in 1949. 


Mr. OLson: Mr. Bryce, I would like to ask you whether the percentage of 
the total population included in Item 1 has gone up from 1949 to 1966, and, if 
so, do you have the figures on it? 

Co-Chairman Mr. BASsForD: Could you repeat your question, Mr. Olson? 

Mr. OLSON: Yes. Has the percentage of the total population who get their 
income from wages, salaries, and supplementary labour income, included in this 
Item 1, has that percentage risen significantly since 1949? 

Mr. Bryce: I am sorry, I do not have the 1949 figures here. However, in 
1952 there were 891,000 engaged in agriculture in the civilian labour force. In 
1965, there were 594,000. 

Mr. OLSson: I was referring to Item 1. Do you have the figures there of the 
population whose income is accountable in Item 1? 

Mr. Bryce: We have in Table 8 an index of that. If you look in Table 8, line 
8, that gives the figures relative to 1949 for the paid workers off the farms. 


You will notice that that has risen from 100 to 179 through this period. 
Mr. OLson: Thank you. 


Mr. Bryce: Then line 5 gives the rate at which the total non-farm 
employment has risen, including not only the paid workers but those working 
also on their own account. 


Mr. OLSON: This would indicate, then, Mr. Bryce, that there are a larger 
number, both in absolute and in relative terms, receiving this so-called stable 
income. In other words, relative to the total output, they are getting less than 
they were in 1949. 

Mr. Bryce: No. We are only talking in Table 6 about the proportion of the 
total income. Of you look back to Table 5, the amount of labour income has 
gone up rapidly, and, if you look at Table 8 again, the average wages per paid 
worker, in line 9, have gone up from 100 to 199. 

Mr. CAMERON: It seems a much larger pie. 


Mr. OLson: I am not arguing that point. The point I am trying to get at is 
this: in trying to relate this to Table 6, for example, we start out in ’49 with 49 
per cent of the total G.N.P. assigned or attributable to these wages, and we get 
over to 1965, the first half of 1965, and it is 49 to 50 per cent. I agree with your 
argument that it is relatively stable, but there are more people getting this 
percentage. 

Mr. Bryce: Yes, definitely. 

Mr. OLtson: And, you had suggested that the farm production, the total 
number involved in farm production, has gone down substantially, and, if you 
look at the table on net income from non-farm unincorporated businesses, that 
also has gone down. 

Would you tell us where the increase is? 

Mr. Bryce: Do you mean what has gone up? 

Mr. Oxtson: No. Where is it taken up, insofar as it can be related to 
population numbers? 

Mr. Bryce: Well, sir, part of the increase is in indirect taxes, aS you see in 
line 10. A part of the increase between 1949 and 1955 is in those capital 
consumption allowances; and part of the increase is in the rent, interest and 
miscellaneous investment income which has grown from 4.3 per cent in 1949 to 
around 7 per cent at the beginning of this decade, and it has remained around 
that figure or has declined slightly in the last several years. 

Corporation profits here have remained reasonably stable around the 9 and 
10 per cent level throughout the period since 1955. 
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Mr. OLson: On table 8, and I am not going into it too much until we come 
to it, but in line 2 which deals with the labour force employed you show a figure 
for 1966 of 144.7. I am not quite sure what that means. This figure of 144.7 is 
the same index equalling 100 in 1949? 


Mr. Bryce: Yes, the numbers of people employed. 


Mr. OLson: This surely does not mean there is a 44 per cent increase in the 
numbers receiving the same proportion of gross national product? 


Mr. Bryce: Perhaps we could leave that until we come to it. I think it is 
cleared later on in table 8. 

Mr. Oxtson: But to clear my mind for the moment does this mean that there 
is a 44.8 per cent increase in the labour force? 


Mr. Bryce: In the number employed in the labour force, but there has been 
an increase in the total population as well. There has been an increase in the 
numbers receiving other forms of income. Agriculture has gone down and 
own-account workers have gone down. There has been an increase in those 
receiving interest, dividends, royalties or rents as well. 


Mr. OLSON: Will your explanation later include an explanation as to how 
many additional people are involved in receipts outlined in this item 1 with 
respect to their share of the gross national product? 


Mr. Bryce: I think we will come to some of that in table 8 when we come 
to it. 


Mr. SauTsMAN: If I may pursue Mr. Olson’s line of questioning a little 
further, I think what he is worrying about is whether there has been any 
change in the percentage of the population gainfully employed, as a percentage. 
Instead of an increase in total numbers which can be accounted for by the 
increase in the population itself, has there been an increase in the labour force 
participation in proportion? 


Mr. Bryce: There may have been an increase. 


Mr. SALTSMAN: Would not this by inference mean, if we look at section 1 
on table 6, that from the point of view of the family, although the allocation to 
the individual has remained stable in terms of wages and salaries, from the 
point of view of family income as a proportion it has gone down during this 
time? As the labour participation increases, and I presume all those participants 
make up a form of family unit, the total amount accruing to a family unit 
would be less as a percentage of the gross national product in 1965 than it was 
in 1949? Do you follow what I am saying, or should I try to make it clearer? 


Mr. Bryce: I think I am following what you have in mind. Perhaps I am 
not quick enough to see whether there is some other relationship at work here, 
which makes me hesitate to concur in it. The total output is going up, and of 
course the main thing enabling it to go up is the increasing number of workers. 
This is a fundamental thing in the economy. In addition, of course, we have 
increased productivity which we try to express in total terms in table 8. As a 
result they are getting increased wages. Again that will come up in table 8. 
Perhaps it would be better if we turned to table 8 in a moment and discuss these 
points there. 


Mr. SALTSMAN: Instead of dealing with aggregate figures, this line deals 
with a percentage which seems to remain very stable. This has no bearing on 
the labour force, that is on the salaries of the labour force, but it has a bearing 
on the percentage of wages going to the labour force. The labour force as a 
percentage of the population has increased so that at the same time, I presume, 
the percentage of income going to each family would be less, because more 
members of a family would now be engaged in the labour force. 


Mr. Bryce: But that has increased our total output as well. 
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Mr. SALTSMAN: But what I want to draw your attention to is the percent- 
age accruing to the members of a family or the ratio of the distribution to the 
output. 


Mr. Bryce: The relationship of the number of workers to the total 
population is largely influenced by the age distribution and after all we must 
remember that workers have to, in one way or another, support the young and 
the old who are not working. And then the proportion of the women employed 
in occupations which we recognize as productive from the national accounts 
point of view has been going up. In those ways the increase in the labour force 
has enabled an increased income per person in the population to be gained, but 
whether that increase goes wholly to those in the labour force or whether it is 
diverted, for example, through governments to old age pensioners—it may be 
diverted in that way to people not in the labour force—there are a whole set of 
influences at work and I rather hesitate to make a generalization without 
examining it. 

Mr. SALTSMAN: If, for argument’s sake, the participation of women in the 
labour force today were at the same rate as in 1949— 


Mr. Bryce: Mr. Rubinoff has the rates here and he can tell you about that. 


Mr. SALTSMAN: —would not the figure we have of 51.5 be down? Would not 
the distribution or the true rate be less than this figure? Particularly if it has 
taken the increase in population to maintain its relationship to wages and 
salaries? 

Mr. Bryce: Any reason that increases the number of workers will have that 
sort of influence. But if the number of workers increases the total product to be 
divided increases. What is turning out to be stable is the relative share of the 
growing number of workers to the growing amount of capital and other things 
going into the value of production. 


Mr. SALTSMAN: The point I was trying to make is this: Unless we realize 
that the labour participation is greater today, we cannot say the individual 
worker is getting the same share of the rewards of society today that he got in 
1949. What I am suggesting is that although a gross amount as a percentage 
may indicate it has remained stable, in fact it has declined on an individual 
basis. 


Mr. Bryce: Mr. Rubinoff has been working out the figures here and he can 
give them to you. 


Mr. RuBINOFF: Mr. Saltsman, it would appear that between 1949 and 1965 
the overall participation rate is almost unchanged at something around 54 per 
cent of the population aged 14 and over. This was the result of a number of 
offsetting influences. As you quite rightly pointed out, a lot of women, and 
married women particularly, have gone into the labour force and their partici- 
pation rate has gone up enormously. Recalling from memory, in the last 15 
years it has gone up from something like 23 or 24 per cent of the female 
population to about 32 or 33 per cent. There has been a very large increase. On 
the other hand, earlier retirements and more school attendance, children staying 
longer in school, have tended to offset other participation rates of these age 
groups. By, I suppose, a remarkable coincidence the figure has not changed 
overall in this period of the last 16 or 17 years. 


Mr. SALTSMAN: So the participation rate has remained fairly constant? 


Mr. RUBINOFF: Yes, at about 54 per cent of the population who would 
participate. By convention they have chosen 14 years of age and over. They do 
not count the children younger than that. 


Mr. Bryce: We have not the figure at hand for the intervening years. It 
may have fluctuated. 
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Mr. RuBINOFF: Not by very much though. 

Mr. SALTSMAN: Can you offer this committee any explanation for the, I 
presume it is a little over 50 per cent increase in Item 5—rent, interest and 
miscellaneous investment income? Where wages have remained stable, that 
particular item has increased by almost 50 per cent during the period under 
discussion. 

Mr. Bryce: There are several things, I think, one has to take into account 
there. First, the accumulation of savings in the hands of individuals—this is 
individual income rather than corporation profits—the accumulation of savings 
in the hands of individuals leads to an increase in it. If people are acquiring 
more assets—houses that they rent out or bonds that they hold, or things of this 
sort—I guess this would not include Government bonds though, because they 
are netted out of that—that leads to an increase here. Secondly, in 1949 rents 
were just coming out of control, as I recall, at that time. You will notice this 
item went up quite considerably between 1949 and 1950, and it went up again 
between 1950 and 1955. It was really through the fifties the growth in this 
occurred. I think rent was a part of it, undoubtedly. 


I think the growth in pension plans has been a considerable part of it. This 
includes the earnings of pension plans which have been building up through 
that period. It includes such a variety of items that I hesitate to try to put too 
definite an interpretation on just what it was. 


Mr. SALTSMAN: I follow your line of reasoning that these things have 
increased the total amount, but it is also valid in terms of wages and salaries 
that we have increased our total amount of workers. Why has one accelerated 
as a percentage of our Gross National Product and the other remained stable? 
In other words, it is a question of distribution. Is there something going on in 
our society where one group is perhaps becoming a little better off because of 
changes that are taking place, and the other group is merely holding their own? 


Mr. Bryce: One feature that did change there is that interest rates in 1949 
and 1950 were low, and they went up during the fifties. So that this would 
reflect some increase in the level of the interest rates from the war and 
immediate post-war levels up to the levels of the late 1950’s. It reached its peak 
around the beginning of this decade, in 1961. So that the increase in interest 
rates from 1949 and 1950 to later has probably been a factor. The increase in 
rents from the wartime controlled sort of levels has probably been a factor too. 


Mr. SALTSMAN: This seems to be the item which has gone up the most. If 
we are discussing the causes of the increase in the cost of living, would it be a 
fair statement to say that Item No. 5 we have been discussing has been one of 
the major contributions to the increase in the cost of living— 


Mr. Bryce: Not recently. 


Mr. SALTSMAN: —since it has increased much more than any other item as 
a percentage? 


Mr. Bryce: I do not think one could say that recently, referring to the 
figures you have been thinking of, because it has been going down as a 
proportion. Table 7 will shed some light on that. That shows this item in 
relation to the units of total output. It shows it going up over the whole period, 
but not going up significantly in recent years. 


Senator McDonatp: Dr. Bryce, have you or your Officials any figures to 
indicate to us the number of rental units that were available in Canada per 
capita in 1949 compared to the number of units that were available in 1965? In 
other words, have you not a tremendous number of people today paying rent 
for living accommodation that 16 years ago were living in their own homes? In 


nie aie you have moved from single dwelling units into multiple dwelling 
units? 
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Mr. Bryce: Senator, there is no doubt our housing stock has increased 
through this period, but I would hesitate to express an opinion as to whether it 
has increased in relation to the population and number of family units. This 
item includes imputed rents as well as actually paid. If you own your own home 
they take this into account in trying to evaluate this item. 

Co-Chairman Senator CROLL: Mr. Bryce, look at Item 1 and Item 5. The 
figure that shook me a bit was the one that you gave about the income to 
insurance companies, which indicated to me you were talking, if you were, 
about the money that was coming in by way of premiums and as a result of 
investment and as a result of pension funds and other such things that they 
were paying, and it was quite a sizeable figure. Then it occurs to me that the 
people in Item 1, to a great extent, are the people in Item 5. 

Mr. Bryce: Well, sir, there is no doubt that a great many of them are the 
same people. What I referred to there was the investment income of insurance 
companies and pension funds that is reflected here; and, of course, that accrues 
to millions of policy holders and people under pension plans. 

Senator THORVALDSON: Similarly, would it not be right to say that literally 
millions, I would say, of wage and salary earners are participants in Item 
5—namely, in income from rent, interest, and so on? In other words, they would 
not be prepared to say that that was simply the part of our society that receives 
interest and rent, and so on? It is our whole society; would not that be correct? 

Mr. BRYCE: Yes. 

Mr. CAMERON: Have you any figures on the percentage of our population 
that would be included in the rent and interest receiving class? 

Mr. Bryce: I think there were some figures prepared by the Royal 
Commission on Banking and Finance. They did a survey of the assets held by 
various people. 

Mr. CAMERON: Yes, and the bulk of the assets was in very few hands. 

Mr. Ouson: Mr. Chairman, I would like to ask Mr. Bryce if old age pensions 
and other pensions paid by private pension plans, and unemployment insurance 
and payments of this kind are included in Item 1. 

Mr. Bryce: No, sir. These are the incomes arising out of production, and not 
transfer incomes. They are shown elsewhere. 

Mr. OLSON: Which item would they be in? 

Mr. Bryce: The Government transfer payments we will come to in Table 9 
later. 

Mr. SALTSMAN: I have a question in clarification of Item 5. You discussed 
whether the payment on the national debt was included in rent, interest and 
miscellaneous investment income, and I think you said the payment on the 
national debt was deducted from this. 

Mr. BryYcE: It is not included in Item 5. 

Mr. SALTSMAN: That is not included? That is deducted? 


Mr. Bryce: Yes, that is deducted. 

Mr. SALTSMAN: In other words, the figure is reduced by that amount? 

Mr. Bryce: Excuse me; the way they make it up statistically is that they 
include a lot of items—they take in and add up a lot of items which include, 
among other things, the interest on the national debt, and then they take the 
interest on the national debt off because they do not regard that as contributing 
anything to the gross national product. 

Mr. SALTSMAN: Now, the interest on the national debt as a percentage of 
our gross national product has been declining, has it not? 

Mr. Bryce: I think that that is in the—we will look it up, sir, but I think it 
has. 
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Mr. SALTSMAN: I will leave that question with you. The reason I ask it is 
that I am not sure how the adjustment is made on this. I do not know the 
figures would look if we take that into account. Would this figure of 6.8 in 1965 
be higher if we take the fact that the interest on the national debt was itself 
declining into consideration? Would the other figure then be higher? 

Mr. BrycE: Yes. Clearly, any one of those figures would be higher if we 
added on the interest on the national or public debt to line 5. Mr. Rubinoff says 
he thinks the growth rate has been lower on the national debt than on this item 
generally, so it would be a higher figure but not growing as fast. 


Mr. SALTSMAN: But I mean as a percentage of the G.N.P. 


Senator CARTER: I would like to ask Mr. Bryce whether the impact of 
automation is reflected to any appreciable degree in Items 1, 9 and 11 of Table 
6, and if so, has automation, as a factor in the Canadian economy, reached the 
point where it could be represented statistically? 


Mr. Bryce: I think, sir, it would be better if we take that point when we 
come to Table 8 in a moment. 


Co-Chairman Mr. BAsrorp: If there are no more questions on Table 6, we 
will go to Table 7. 

Mr. Bryce: Table 7, sir, is simply taking the items in Table 5, and dividing 
them by the aggregate volume of production as shown in Table 3. This tries to 
show what has happened to these various elements of income in proportion to 
the volume of the national product, as distinct from its value. 


Now, out of this we get the price index of the gross national product in the 
bottom line, which I hope is the same as the one we had in Table 4. Yes, it is. 
Then, in each line this shows how it has gone up—how these elements have 
gone up in proportion to the volume of our national product over the period. I 
am not too clear in my own mind what sort of conclusions one can reasonably 
draw from this table, because it brings quite a lot of things together, and you 
get complicated inter-relationships. 


Co-Chairman Senator CroLL: The only conclusion you might draw, I 
suppose, is if you had your choice you would like to belong to line 3. 


Mr. Bryce: Well, the price of belonging to line 3, sir, is that you have got to 
save your money. 


Mr. SALTSMAN: You have also got to earn the money before you can save it, 
and not have it taken away from you in increased prices. 


Co-Chairman Mr. BaAsrorp: Are there any other questions on Table 7? If 
not, we will go to Table 8. 


Mr. Brycr: Table 8 is an effort to give you some things relating to 
productivity, and related matters. I should say that we put these forward not as 
being any advanced study of this. This is just what is implicit in our main 
published figures. The Economic Council, in a reference that it was given and on 
which it is producing its report next month, is looking into this question of 
productivity in relation to the movements of incomes, costs, prices and so on, so 
it will no doubt produce much more studied material than this. But, I thought 
the committee would like to have this as being what has shown up from a study 
of the figures as they are published. 


The first three lines relate to the economy as a whole. It shows what the 
real gross national product has been—the rate at which it has increased since 
1949. It shows, in line 2, the labour force employed in the economy as a whole 
In producing it. Then, in line 3 it shows the output per person employed, and 
how that has grown as a whole over the period, and from year to year. 


You will note, for example, that that shows that for the economy as a 
whole, and over the period as a whole, the output per person employed in any ~ 
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way in the labour force as a whole has increased by 24 per cent a year. That 
rose quite rapidly in the early years. If you measure it from 1955 that figure is 
only 1.9 per cent. That is to say, it is at about the rate of 2 per cent a year that 
the output per person employed has been growing in the last ten years. 


Now, the problem here is that in studying the economy as a whole we lump 
in the big change that has been taking place in agriculture, and the changes that 
have been taking place in the rest of the economy. As we have noticed, the role 
of agriculture has diminished. Its productivity has increased very notably 
throughout this period, but it still remains relatively low when compared to the 
productivity in many other industries. 


So, in the next group of lines we take the non-farm economy to see what 
has been happening there. We take first the non-farm gross domestic product 
—that is, for this sector, and it is similar to the national product but for a part of 
the whole—and we compare it with line 5, non-farm employment, and that gives 
the output per person in non-farm employment which, you will, notice, over the 
period as a whole has been growing at the rate of 1.8 per cent, as compared 
with the rate of 2.5 per cent for the country as a whole when you take the farm 
situation into account as well. If you look at the last ten years you will see that 
the rate of growth here is 1.4 per cent. 


Line 7 gives the total in index form of wages and salaries for the non-farm 
part of the economy, and you will see that that has gone up from 100 in 1949 to 
397 in the first half of this year. The growth rates are indicated to the right. 


Taking the paid workers for the non-farms, and dividing that into the other 
figure I have just mentioned,—what has happened to the average wage per 
worker in the non-farm economy, which is in line nine, increasing to 199 in the 
first half of this year, with the rates of increase, shown on the right, these show 
for the period as a whole the average per worker has been increasing 4.2 
per cent. If we look at the years since 1955, that figure would be 3.4 per cent. 
Again the early years of that period were affected by the Korean boom and the 
substantial price changes which occurred. With that we can compare the rates of 
increase in recent years. You will notice that as compared with the ten year 
period the rate of increase between 1963 and 1964 was 3.9 per cent compared 
with 4.2 for the 16 years as a whole or 3.4 for the last ten years. In 1965 it was 
5.3 over the preceding year 1964. It looks, in the first half of this year, as though 
the rate of increase has been 5.9 per cent over a year earlier. When you compare 
that with the output figure in line 4 we derive figures here on the labour cost 
per unit output. Again, a full analysis of them would require a study of par- 
ticular sectors, but line 10 shows what has been happening to that over the 
period as a whole since 1949, and showing the growth in the last several years. 

Then ‘“C” below shows five lines that take the private side of the non-farm 
economy, which is essentially the industrial and commercial segment, excluding 
the Government and excluding hospitals, health services and welfare services 
and voluntary organizations. We do that because the statisticians cannot measure 
the output of the Government or of the hospitals and health services, and things 
of that nature. We therefore try to exclude that element in the economy whose 
productivity really cannot be properly measured and who statistically have an 
increase in productivity of zero for that reason. They just value the output at 
what it costs to produce it. 

When we look at the private non-farm economy we get these figures for 
the growth in output that are shown in line 11. This is what I might call the 
industrial and commercial part of the economy. Line 13 is an estimate of the 
growth in the number of man hours worked as distinct from the number of 
people employed. 

Lines 14 and 15 are interesting in relation to basic productivity in this more 
measurable part of the economy and answers the senator’s question about 

24049—3 


64 JOINT COMMITTEE 


automation. It is here that the effects of automation show up, in addition, of 
course, to the effects on the farm. However, the output per person employed, 
you will note, has been rising over the period as a whole by 2.7 per cent. If you 
look at the period since 1955 it is 2.4 per cent. Part of that output has been 
absorbed in a reduction of working hours. In other words, part of the increased 
productivity has been taken out in a reduction in hours. 

If we look at the output per man hour it has gone up more rapidly, that is, 
3.4 per cent over the period as a whole, 2.9 per cent in the past ten years since 
1955; 

Now, this gives one some idea in rather rough, over-all terms of what has 
been happening to our productivity and its relation in part “B” to the average 
wages and salaries per worker employed in the parts of the economy. I am 
sorry we do not have the figures for “C” for the half year. 


Co-Chairman Mr. Basrorpb: Mr. Cameron? 

Mr. CAMERON: Mr. Chairman, I am puzzled by Nos. 7 and 8, which appear 
to deal with the same feature. What is the distinction? 

Mr. Bryce: Number 7 is the total wage bill for the non-farm area. Number 
8 is the number of paid workers. There is a difference here between non-farm 
employment and paid workers, and we have compared the wages with the paid 
workers to get an idea of the average wages per worker. 

Co-Chairman Mr. BASForRD: Do I take it that one is a growth in dollars and 
the other in numbers? 


Mr. Bryce: Number 7 is the aggregate dollars payroll. Number 8 is the 
number of workers. Number 9 is the dollars per worker. 


Mr. BELL: Number 7 is the first half of 1966, is it? 

Mr. Bryce: Yes, sir. That of course is the increase in the aggregate wage 
bill in the non-farm economy and takes into account the growth in number of 
workers, which you see immediately below, of 6.4 per cent, as well as the 
growth in the average wage bill. 

Co-Chairman Mr. BAsrorpD: Have you any further questions, Mr. Cameron? 

Mr. CAMERON: No. 

Co-Chairman Mr. BASFoRD: Senator Thorvaldson? 


Senator THORVALDSON: I would like to ask Mr. Bryce what is the real 
significance in regard to the differences of the figures for 1965 in lines 12 and 
13. The figure there is 144.7, and then man hours 129.8. I notice there has been a 
widening of that from year to year in regard to number 13; that is accelerating. 


Mr. Bryce: That is right. There has been a gradual reduction in the average 
number of hours worked per week, and changes in the number of part time 
workers and their relation to the total, which suggests the idea that we have to 
take both factors into account. 


Senator THORVALDSON: What is the significance of the figure 129.8, does that 
indicate that productivity has been at a reduced rate as a result of the decrease 
say of hours per week worked, and so on? 


Mr. Bryce: No. Productivity per man hour has increased more rapidly than 
productivity per person employed. Some of the increased productivity has been 
taken out, so to speak, by reducing the hours worked per week. 

Co-Chairman Mr. Basrorp: Mr. Allmand? 

Mr. ALLMAND: Mr. Bryce, in number 10—labour costs per unit output, this 
has been increasing. How does this relate to the fact that apparently capital has 
been a greater factor in the cost per unit? We hear that the cost of a product is 
more and more related to automation or to technology, but here we see that 


labour cost per unit output is also increasing. Is that on the total cost or is this 
on a percentage basis? 
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Mr. Bryce: This is a relative rate of increase over this period and it applies 
to the non-farm part of the whole economy; it represents the result both of 
more skill on the labour side, and more equipment, and perhaps better 
management, on the capital side. 

Mr. ALLMAND: The labour cost itself has been increasing? 

Mr. Bryce: The labour cost has been increasing, that is right. 

Mr. ALLMAND: You do not have any figures on the relation to the capital 
cost per unit output? 

Mr. Bryce: Nothing that is really very helpful, I am afraid. In table 7 you 
can see something on it, but these figures are so much in the nature of a 
summary figure that I would hesitate to use them. We do not have good 
measures of the volume of capital stock in industry to judge how much capital 
has been used per unit output. 

Mr. Otson: Mr. Bryce, I am puzzled by some figures in table 8 as they 
relate to some other figures in table 6. For example, item 7 in group B shows or 
indicates a 12.6 per cent increase in wages and salaries for the first half of 1966 
over 1965. On that page it shows a 7.2 per cent increase in the gross national 
product; yet on table 6 the increase from 1965 to 1966, as a percentage going to 
this category from the gross national product, is almost the same. 

Mr. Bryce: I think it would be better to compare it with table 5, which 
shows the gross national product. 

Line 1 here in table 8 is in real terms, not in current money terms; and that 
has increased by only that 7.2 per cent that you mentioned. 

If you look at the bottom of table 5, you will see that the value of the gross 
national product has increased by 11.4 per cent during that period. It is really 
with that that one should compare this increase in the total non-farm wages 
and salaries. There you see it is an increase of 12.6 per cent, compared with 11.4 
per cent. 

Mr. Ouson: That also follows, I presume, for the average annual increase 
for the total period? 

Mr. BRYCE: Yes. 

Mr. OLSON: It is 7.8 per cent for wages and salaries. We only show 4.6 per 
cent for real gross national product, and yet again the percentage of the total 
gross national product going into this category remains the same. 

Mr. Bryce: That is right, but if you look at the money value, the way the 
gross national product has increased, it has been 7.5 per cent over the period. 


Mr. OLSON: Thank you. 


Co-Chairman Mr. Basrorp: Are there any further questions? If not, we can 
turn to table 9. 


Mr. Bryce: Table 9 is of much more direct concern to the Department of 
Finance, as you can imagine—and, I suppose, to Parliament. 


Here we have tried to bring together in one large table, the revenue and 
expenditure of Governments, separating the federal Government from the 
provincial and municipal governments, which are lumped together. 


We have presented these on the national accounts basis, that is to say, not 
in terms of the public accounts as put out by either the Government of Canada 
or the governments of the provinces, but as those adjusted so as to show on a 
comparable basis their effects on people’s incomes and receipts and payments. 


We publish these now in the budget, with a reconciliation between the 
public accounts and these accounts. They are in the budget for last March, at 
the end of the budget speech. 

24049—33 


66 JOINT COMMITTEE 


I wished to make this explanation, so that no one would seek to compare 
these directly with the public accounts figures. 

We could first, perhaps, look at the revenue figures which are given here, 
and then go over to the expenditures on the next page. I ought to make it clear — 
that these figures exclude Government business enterprises—such as, on the 
provincial side, Ontario hydro and Quebec hydro; and on the federal side, our 
crown companies and such. We do treat the Post Office, however, as a business 
enterprise and exclude it from these figures. It does not have a great effect on 
balance, since it mainly pays its way. 

We treat the C.B.C., however, as a Government department here, as it is 
very largely paid out of Government appropriations. That is the reason. 


These accounts include such things as the Old Age Security payments and 
receipts and the unemployment insurance contributions and benefits. So it gives 
you a comprehensive account of the Government’s operations, except in so far 
as it is running business enterprises that largely finance their own way. 


The first part of the table shows the revenue picture, separately for the 
federal, provincial and municipal governments; and then together. If you look 
at the total revenue, you will see how the total revenue of all the governments 
has increased, on this basis, from roughly four and a quarter billion dollars in 
1949 to $17.8 billion in 1965; and in the first half of this year the rate was $19.1 
billion. 

We have put down, at the very bottom of the sheet, the revenues from the 
Canada and Quebec pension plans. These are not treated by the statisticians as 
the revenues of either the federal or the provincial government. In the case of 
the Canada Pension Plan, they come into the federal Government, but we lend 
them to the province. That is why they are shown separately here, where they 
are. They have been taken into account when you think of the Government 
sector of the economy as a whole. ; 


You can see here the rates of growth in revenue over the period as a whole. 
For all governments combined, they have been 9.3 per cent. 


In recent years, you will notice, the rate of increase has been higher than 
that, but diminishing from 1963-64 down to the first half of this year. 


You will notice that the rates of growth are substantially less for the 
federal revenues than for the provincial and municipal revenues. This reflects 
the facts that were noticed so much the week before last when we met with 
the provinces here on the general fiscal situation. 


In the past 10 or 12 years, the federal expenditures have been increasing. 
Those figures are on the next page and we will come to them soon. 


The federal revenues, however, have been increasing more rapidly in 
relation to expenditures than those of the provinces. For the past 10 years we 
have been reducing our basic personal income tax, in order that the provinces 
could increase theirs. You will see that reflected in the first line of the table for 
direct taxes on persons. You will notice that the rates of increase in recent years 
have been declining for the federal revenue, and they have been increasing for 
the provincial revenue. The provincial rate of increase is above the long-term 
one, and the federal rate of increase for the last two years is below it. 


These rates of increase take into account, of course, the rather complex 
effects of the income tax exemptions and rates, and progressive rates. This 


shows the way in which they balance between federal and provincial has been 
changing recently. 


First, we have there the direct taxes on persons, then on corporations, then 
we get down to the indirect taxes that we spoke about earlier, to which we have 
added here the withholding taxes, which are basically taxes on non-residents. 
Then comes a pair of lines for the non-tax revenues. These are interests and. 
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profits of Government owned businesses, as they accrue. They also include 
employer and employee contributions to social security—things like unemploy- 
ment insurance, workmen’s compensation, and so on. 

They also reflect the Government’s own pension funds for its employees. 


This finally shows the transfers from the federal Government to the 
provincial and municipal governments as part of their revenues. This is really a 
convenient way of bringing together all the Government revenues and showing 
their rates of increase, over the period as a whole and in recent years, to 
compare with that of the private sector. Part B of the Table over the page does 
the same thing for expenditures. I should just explain the way in which we 
have divided expenditures. It is not by purpose but by nature. 


The first group are expenditures on goods and services. These are the 
things that are bought directly, either by employing people, engaging profes- 
sional people or by buying goods that are used in government operations such 
as defence operations or the operation of airports, etc. 


The second item is the interest on the Public Debt. There are two different 
levels there. 


The third item is transfers to persons. These are the transfers made 
directly, for example, of old age pensions, unemployment insurance benefits and 
so on, on the federal side, and assistance of one kind or another, for example, 
old age assistance and so on, on the provincial side. 

Payments that we share with the provinces are shown under the provinces 
and municipalities. For example, the Canada Assistance Act payments would be 
under provincial-municipal here, our contributions having been taken into 
account in the transfers to the provinces under the previous page. 

The next two lines are transfers to businesses, largely those subsidies that I 
mentioned in talking about the indirect taxes and subsidies in the gross national 
product page. They are shown here in terms of the government accounts. 
Finally, for the federal government here, we show the transfers to municipal- 
provincial governments that we showed as revenues to the others on the other 
page. 

That leads us down to the total expenditures near the bottom of the 
column, the set of three lines, and their rates of increase, and then, finally, to 
the surplus or deficits as shown in the bottom three lines. First, the federal 
ones: a surplus on this national economic accounts basis for the first three years, 
illustrated up to ’55; then a series of deficits to ’63; then, gradually, building up 
a surplus in the national economic accounts for the last several years, that 
surplus diminishing in the first half of this year. 

In the case of the provinces and municinalites, it is normal for them to be 
borrowing for capital purposes, and this normally shows up in a deficit on the 
national accounts basis for the provincial and municipal levels of government, 
and you will see here the magnitude of this and how it is varied through this 
period. 

When you add it altogether, you find that during the upswing from 1961 we 
have moved from a combined deficit in these national economic terms to a 
combined surplus of about a quarter of a billion dollars in the calendar year of 
1965. This has been slightly reduced in our direct accounts in the first half of 
this year, but it has been powerfully reinforced now by the collection of the 
pension plan contributions which are then provided as loan funds to the 
provincial governments or, in the case of Quebec, put into the market in a 
complicated way. 

I have hastened, Mr. Chairman, so that I could just explain that table 
before you reached one o’clock. 
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Co-Chairman Mr. BasrorpD: We will continue with this this afternoon. The 
in camera meeting that I mentioned earlier will be held at 2:15 today. I 
estimate that it will last 15 minutes. This is simply to deal with some 
housekeeping matters, and the Committee will then resume its public session at 
2:30. 

For the benefit of those on the steering committee, it will meet at the end 
of today’s afternoon session, at 5:30 or 6 o’clock. For the benefit of the 
gentlemen of the Press, any decisions taken at the steering committee meeting 
are not announcable until they are reported to the full committee. 

Yes, Mr. Allmand. 

Mr. ALLMAND: I wonder if it is possible for us to get these briefs and 
memoranda from people who are going to be our witnesses before we actually 
hear them? It is difficult to prepare questions on a brief or to go through it 
fairly well while the gentleman is reading it. It would be better if we could get 
briefs beforehand. 

Co-Chairman Mr. BASFoRD: Yes. Dr. James is aware of this problem and 
has endeavoured, where possible, to do this. The officials of the Department of 
Finance were understandably very hard pressed with other things in having the 
statement ready for this morning, let alone in time to have it mimeographed for 
distribution. 

Dr. James, however, will endeavour to have briefs prepared in advance 
where possible. 


—Upon resuming at 3 p.m. 
Co-Chairman Mr. BASForD: The meeting will come to order. 


We left off this morning with Mr. Bryce having completed his discussion on 
table 9. Are there any questions arising out of that? 


There being no questions, we will turn to table 10. 


Mr. Bryce: Table 10, Mr. Chairman, is really an indication of the sources 
of the savings required to finance business investment. As I said earlier this 
morning, the investment made by government in capital assets is treated simply 
as part of government expenditures generally and is financed as part of 
government expenditures, but business expenditures are normally financed 
from a number of sources, and this table shows what they are. The principal 
one shown in the top line is the amount of the capital expenditures of these 
businesses and includes the value of the physical change in inventories which 
has to be financed from some form of savings. The first source of financing is, of 
course, the gross saving of business itself. This includes both the capital cost 
allowances which it has accumulated or is accumulating during the year, and 
the retained net profits that it has after tax and these two added together, 
together with some valuation adjustments are enough to amount to the figures 
shown. Then in addition to that we have the personal net saving which is shown 
in line 1 here. This figure jumps around a bit for the same reason that the 
agricultural income figure jumped around. It is considerably affected by the 
savings that the farmers make when they get large crops and accumulate 
inventories of them, or when they receive payment from the accumulated 
claims on the wheat board arising out of grain they have sold. 

Government saving appears in line 3. This is taken from the final lines of 
table 10 to which has been added in the first half of 1966 the accumulation of 
the Canada and Quebec pension funds made available either directly to 
provincial governments or through them or through the caisse de depét in 
Quebec to those who require savings in one form or another. 


Then finally we have in line 4 the savings available to the country as 
foreign investment which again, by definition, is equal to the deficit in our 


current account on the balance of payments. We have to finance in terms of — 
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foreign exchange whatever surplus in imports and other things require payment 
in foreign exchange, that is whatever surplus there is over the proceeds of 
exports and other current receipts. That is represented by the figures in this line 
and constitutes the savings available to Canada from outside of Canada. You 
will notice this has been a fairly substantial figure throughout this period with 
the exception of 1949. There were one or two intervening years in the early 
1950s when it was negative as well. 

In mentioning these sources of saving to meet the capital investment of 
business, this does not mean they go directly into business financing. It may 
well be that there are all sorts of interrelationships here, but these are the net 
contributions made by these various sectors of the economy to the total pool of 
Savings which flows through various channels, and then the business capital 
requirements are met out of that pool. Some of those may go through a whole 
series of institutions, dealers and other things of that nature. This is an 
indication of where we get the savings necessary if we are going to make capital 
expenditures on the scale on which we have been making them. 

It is interesting to observe how substantially these savings have grown in 
recent years and where the growth has occurred. I leave out of account the 
abnormal growth in the last half-year of personal savings because that is tied in 
with what we have been discussing this morning, with the balance of saving on 
crops in agricultural figures. The business savings have grown and we have seen 
the components of that. Personal savings are at a fairly high level. 

If we take out of the personal saving the change in farm inventories, we 
find that personal saving by individuals amounts in 1965 to about 8.2 per cent of 
personal disposable income, which is a fairly high ratio in comparison with 
recent years, and it is considerably higher than the ratio currently prevailing in 
the United States. So you will see this is a way in which Canadians themselves 
as individuals and through pension funds and insurance arrangements and such 
are helping to finance the high level of capital investment that is going on in the 
country. 

I think those are the. main points I would make in connection with that 
table. 

Mr. OTTO: On this question of personal net saving, No. 1, you said this 
includes some of the crop on the inventories of farmers; is that correct? 

Mr. BRYCE: Yes. 

Mr. OTtTo: Would that be identical then to the profits of a business? 

Mr. Bryce: To the retained profits. 

Mr. Otto: So that there really is not that discrepancy between 1 and 2 
except in the farmer’s case he calls it profits and you call it net savings. 

Mr. BrYcE: Yes. 

Mr. Otto: Have you made any difference between what you would consider 
his income or what we might call his hourly wage and undistributed profits in 
his case? 

Mr. Bryce: No, in the case of a farmer we cannot divide him into two 
persons. 

Mr. Otto: A good part of that should belong to line 2. 

Mr. Bryce: Yes, if we could separate his role as an entrepreneur from his 
role as a worker. 

Mr. Otto: Then assuming there are people not in farm production who also 
invest in business, have you made any breakdown as to the amount of personal 
net savings which has come from dividends? 

Mr. Bryce: In line 1, no. I am sorry, we cannot. We have some idea of the 
dividends paid to individuals, but they just contribute to the incomes of those 
individuals. Those incomes are pooled and their savings are out of the total. 
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Mr. Orro: We have an idea what we mean by personal net savings, and it is 
usually taken in the context of what you have saved from scrimping and doing 
without; in other words, a normal wage earner’s savings. What I am trying to 
find out is what portion of that saving is reinvested in capital, and what portion 
really comes from that “easy-come-easy-go” money which is by way of 
dividends? | 

Mr. Bryce: I am afraid life is too diverse for us to be able to make a 
statistical distinction there. 

Mr. Orro: Could you have an idea of what portion of this personal net 
savings is dividends? 

Mr. Bryce: No. We know that dividends paid to individuals, Canadian 
individuals, are something of the order of $700 million a year. Then, of course, 
those are subject to tax, and there are various problems in saying how much 
ends up in the hands of the individuals, and these simply contribute to people’s 
total incomes and those people save out of them such incomes. 

Mr. Orto: Does this column also include equity gains such as the sale price 
of shares being a higher price—say, capital gain? 

Mr. Bryce: No. 

Mr. OrTto: It does not? 

Mr. Bryce: No. Some of this personal net savings comes up in things like 
pension plans, insurance companies, investment trusts, and that; and there 
would be a problem in untangling capital gains from the other part of it. 

Mr. Otto: It includes that? 


Mr. Bryce: It may in these pooled funds, but we try to exclude capital 
gains in this computation as far as we can. 


Mr. Orto: Canadians personally invested in the first half of 1966 $34 
billion, but that also includes any moneys they might have received from the 
sale of shares, does it not? 


Mr. Bryce: No, because it is washed out, one against the other. They sell 
the shares to somebody else. 


Mr. Orto: If I bought shares at $20 and then I sold them at $100 and 
invested $100, that would be reflected in the $34 billion? 


Mr. Bryce: But somebody else has to pay you the $100 for them. If you 
bought a new issue of shares for the $100, that would be a way of financing the 
business capital formation, and that would show up. But if you simply bought 
some outstanding shares from somebody else on the market, that is a transfer 
between one group of individuals and another. 


Mr. Otto: I am presuming that in the increase in the personal net savings a 
good proportion goes into new companies and new formations. 


Mr. Bryce: Yes, Undoubtedly some, but not as much as various Ministers of 


Finance have said they would like to see going into the purchase of Canadian 
equities. 

Senator THORVALDSON: Under Item 2, business gross saving, does that 
include capital cost allowances? 

Mr. BRYCE: Yes. 


Senator THORVALDSON: Would that consist of, say, one-half? Would you 
estimate one-half of the total figure? 


Mr. BRYCE: No, more than one-half. I think I figured that out last night. 
The capital cost allowances in 1965 were approximately $6.1 billion out of a 
total here of business gross savings of $7.3 billion. 

Senator THORVALDSON: That, of course, is exclusive of dividends? 

Mr. BRYCE: Yes, that is right. 
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Senator THORVALDSON: Dividends paid out? 
Mr. BRYCE: Yes, that is right. 


Co-Chairman Senator CroLu: Mr. Bryce, take a look under “financed by 
foreign balance”. Two figures there seem to me to require a little explanation. 
1960 and 1965 are abnormally high. Was there any special reason for them? 


Mr. Bryce: Yes, sir. We had a large deficit in our current account and 
balance of payments in those two years. It was financed by foreign investment 
of one kind or another on balance. The variations in these figures, of course, 
represent the interplay between all the current elements in our balance of 
payments and the influence of the capital elements on them. You will notice in 
1963 the figure drops from the previous year and this and the low figure in 1964 
reflect the abnormally large deliveries of wheat following the Russian and 
Chinese sales in 1963. In 1965 those were largely over, until the latter part of 
the year. Meanwhile, imports were going up substantially as the Canadian 
economy expanded and tended to reach closer to the limits of its capacity. So 
our deficit on our international account widened by over $700 million that year, 
and that was financed by one form or another of an inflow of capital. 


Co-Chairman Mr. Basrorp: What caused the reversal in personal net 
savings in 1964? 

Mr. Bryce: I think, sir, that again is largely the wheat years. As I recall, 
there was a big crop in 1963 and a good deal of it was sold by 1964, so the 
farmers accumulated a big equity in wheat that year and sold it off by the next. 


Mr. BELL (Saint John-Albert): I wonder if I could ask Mr. Bryce this. He 
said this morning, I think, Canada has a good record of investing in the future. I 
think he said 25 per cent, but then you pointed out there is a danger in this. 
Would Mr. Bryce suggest if some of this could be channelled into direct savings 
it might be less inflationary? 


Mr. Bryce: Well, sir, the 25 per cent that I have mentioned was the total of 
investment both by business and government in durable assets of one kind or 
another. One has to have savings to be able to do that. You cannot translate the 
effort of the country to save into real goods unless somebody does produce the 
capital goods—the houses, the factories or the stocks of wheat or something in 
which they are embodied. So the two processes are wrapped up together. The 
Saving is necessary in order to spare the resources in order to make the physical 
investment, and that is the real provision we make for the future. Except with 
one addition. By saving internally we could lend abroad and reverse this flow 
that is indicated in line 4 here. Somebody else could then use the savings. In our 
case, of course, we do the reverse. We make more physical provision for the 
future than we have accumulating savings out of our income to finance. We get 
the difference by borrowing abroad or having an inflow of equity capital. 

Mr. BELL (Saint John-Albert): Then the record of Canadians, in so far as 
personal savings are concerned, is not too bad? In other words, they are not 
spending too much on themselves? Our affluence is not a great danger at the 
moment? 


Mr. Bryce: I suppose all these things are relative, sir. Our rate of saving is 
high; our rate of capital formation is quite high. In order to get our rate of 
capital formation as high as it is we have to borrow abroad. 


Mr. Rubinoff has just handed me some figures for the total public and 
private investment as a percentage of the Gross National Product for a number 
of countries. It might be of interest if I just read these to you. I do not know 
exactly what they are going to reveal myself. 

This shows 24.6 for Canada; 144 for the U.S.A.—but that does not include 
public investment, for which we do not have really comparable figures to our 
own. The 143 per cent though would compare with about 20 per cent for our 
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private investment in Canada. In the U.K. the total is 18 per cent. In France it 
is 21.7 per cent. In Germany it is higher than it is in this country, with 26.3 per 
cent. Italy has 19 per cent. Denmark has 28.6 per cent. Sweden has 18.9 per 
cent. With respect to some of these the latest years are 1963 and 1964. 

Then, there are some countries which are higher than Canada, in addition 
to Germany which I have mentioned, and they are Norway at 27.5 per cent. The 
Netherlands at 28.3 per cent, and Japan at what strikes me as an astronomical 
figure of 32.9 per cent. 

Those figures are not exactly comparable, but I do not think they are 
misleading in their general scale. 

Mr. BELL (Saint John-Albert): It is hard to reconcile the great credit that 
is in existence in Canada—of which this committee has some knowledge from 
its earlier hearings—and the fact that Canada is such a good personal saving 
nation. 

Co-Chairman Senator CROLL: How do you reconcile that, Mr. Bryce? 

Mr. Bryce: Well, first of all, of course, the business gross saving is separate 
from the personal consumer credit. The saving we import is net of that too. So 
far as personal saving is concerned, we have a good deal in this country that is 
more or less contractual. We have a high ratio of life insurance policies to 
income as compared to most countries. We have quite a lot of pension 
plans—you know, employer-employee pension plans—which give rise to a 
steady flow of savings. I do not know how we would compare with other 
countries in things like the regular purchase of bonds and stocks. There is 
something in the report of the Royal Commission on Banking and Finance on 
this matter, but I must confess that I have forgotten it now. 

However, there is no doubt that we have a relatively high rate of personal 
savings, but not high enough to prevent us from having to import savings if we 
are going to have the kind of capital investment boom that we are having 
now, and that we have been having in the last few years. 

Mr. BELL (Saint John-Albert): I have one final question, Mr. Chairman. 
One reads quite often in the newspapers about the amount of new wealth and 
savings that new Canadians bring to the country when they come, but this is 
not really very substantial, is it? It is balanced out by those persons who 
emigrate, is it not? 

Mr. Bryce: Yes, these figures are in our balance of payments figures 
somewhere. It is interesting to note what the orders of magnitude are. We 
received in 1965 from inheritances from people abroad, and money that 
immigrants brought in, according to Dominion Bureau of Statistics estimates, 
some $211 million. Then there is a similar outflow from Canadians emigrating 
and from inheritances left by Canadians to people outside of Canada, and, 
believe it or not, in that year that amounted to $211 million also. 

Co-Chairman Senator CROLL: You just cannot win. 


Co-Chairman Mr. BASrForD: Table 11? 

Mr. Bryce: Table 11, sir, is closer to the subject matter with which this 
committee will be dealing at length. These are the consumer price indexes. 
These we have summarized here by the same years that we used in the other 
tables, and the same percentage increases that we have used in the other tables, 
and we have taken the major components as they are normally published in the 
top block here, and we have broken out a few other sub-totals below. 


You will notice that the trend of increase over this period is 2.1 per cent, as 
shown in the right hand figure in the line headed: ‘Total C.P.I.”. Then, the 
increases in recent years can be compared with that trend. I have not got the 
figures for the trend between 1955 and 1965, but it was, as I recall it, something 
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under 2 per cent. Again, because the total went up quite considerably during 
the period of the Korean War. 


What has happened is that during the last couple of years these figures too 
have been increasing manifestly at more than they have been over a long 
period. 


Now, the components above give some indication of what it is that has been 
increasing in this period. You will notice that food has been spectacularly the 
biggest item in this past year. Between 1964 and 1965 it was transportation and 
health and personal care that was going up most spectacularly. Between 1963 
and 1964, again it was the health item, and to a lesser extent the clothing item. 
These were the items that were leading the groups then. 


We find it interesting to note that by and large the increase in commodity 
prices up until this current year has been a great deal less than the increase in 
the cost of services. If you look at the bottom line particularly, which excludes 
shelter—that is rents—you will see that in earlier years those had been going 
up a good deal more than the commodity figures. 


Out of this the members of the committee may decide they want to look at 
particular categories which have exhibited these increases, and the monthly 
figures are given on the next sheet. 


Co-Chairman Senator CROLL: Mr. Bryce, would you define services, please? 


Mr. Bryce: The services included here—there is quite a large variety of 
them. I think we have a list here. They are spread under a number of the 
normal headings. For example, under the item “Transportation” we have street 
car and bus fares, taxi fares, train fares and plane fares. You have got various 
types of automobile repairs. 


Then, we get into health and personal care where there is a whole list of 
services such as doctors’ fees for various things, dentists’ fees, optical care, and 
prepaid medical care, which has a certain weight. Then come haircuts, hair 
dressing, theatre admissions, admissions to sporting events, and insurance on 
property—that is, on homes. Rents form the biggest item—tenants’ costs. I am 
not sure whether property taxes are included as services, but they should be, of 
course. That is the general nature of them. 


Co-Chairman Mr. Basrorp: Have you completed your comment on this 
table, Mr. Bryce? 


Mr. Bryce: Yes. 


Mr. SALTSMAN: Would you give me the breakdown on the health and 
personal care so that I can see how that percentage is distributed amongst the 
various components? 


Mr. Bryce: We are just looking up to see what weights these are. I am sure 
Mr. James will be getting you the publications of the bureau that give you these 
details of the cost of consumer prices. We have here the list of items but not the 
weights attributed to them, and for your question, the weights are quite 
important. 

Co-Chairman Mr. BASForp: May I remind the committee that on Thursday, 
October 6, Mr. Holmes, Director of the Prices Division, D.B.S. Consumer Price 
Index, will be appearing before us to give us a very complete run down of the 
consumer price indexes. 

Mr. Bryce: It would probably be better if he were to speak on this than for 
me to do so. However, the materials are all in this publication called the 
Consumer Price Index for Canada, and there is set forth in this large table 4 all 
the weights in great detail; in fact, there are pages and pages of it. But in 
health and personal care, for example, doctors fees are weighted at 1.4 per cent 
of the sub-group section, that is, 1.4 of the total index. The dentists, half of that. 
Optical care is 2/10ths of one per cent. Pre-paid medical care, 1.1 per cent. 
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Pharmaceuticals, one per cent. In health and personal care, personal care is 2.2 
per cent, 1.2 is supplies, and one per cent haircuts and hairdressing. I had not 
realized they were such a large factor. 


Co-Chairman Mr. Basrorp: Are there any questions? Now, table 12. 


Mr. Bryce: These are the same, sir, monthly figures. Now the charts. The 
first one, which we have already referred to is the relative movement of wage 
costs and the gross corporate income. 


The next shows the deficit and surplus on the national accounts basis for all 
levels of government combined. You will notice that in the period shown here 
there was a small surplus, then a deficit, and now we are up to a small surplus 
again. 

The final chart is merely to illustrate the changes in price, quantity and 
value of GNP each year. 


Mr. Otson: These are all changes from one year to the next? 


Mr. Bryce: From one year to the next, yes. I think that completes the set 
of figures. 


Co-Chairman Mr. BASForRD: That completes what Mr. Bryce wants to say at 
this time. I am open to questions. Mr. Bell? 


Mr. BELL: I just wanted to ask Mr. Bryce why he did not include any 
regional figures. 


Mr. Bryce: Only to keep it down to some reasonable dimensions. We do not 
have these main aggregates on a regional basis, and while it is true that there 
are personal income figures on a regional basis, it is not possible to make this 
kind of analysis on a regional basis. 


Mr. BELL: Would it be fair to say, Mr. Chairman, that by and large across 
Canada from east to west, there would not be a great deal of difference in the 
consumer price index, whether in the Maritimes or in the West? 


Mr. Bryce: No—those figures are published. 


Mr. BEL: It is well known that in the Maritimes, for instance, that those 
provinces are affected by the general inflationary tendencies, and that it is a 
hardship on our economy to administer finances. That has been recognized quite 
recently, to a certain extent. I know, for example, that D.B.S. has some figures 
by provinces which might indicate the strength of the economy by regions, and 
I think we should be able to relate then. 


Mr. Bryce: We are very conscious of the problem, Mr. Chairman. The 
Atlantic provinces through their representatives have talked to us on a 
number of occasions about the difficulties that are caused to them when you get 
these inflationary tendencies in Canada as a whole, and the Government comes 
to the conclusion, or the Bank of Canada does, that some restraint is required 
by monetary policy or by fiscal policy. It is just not possible to make this 
restraint in terms of monetary policy on any kind of regional basis. 


In dealing with fiscal policy, we have never got to the question of putting 
on different tax rates in different parts of the country simply because the 


economic situation is different, let us say, in the Atlantic provinces from central 
Canada. 


This would be a very nice problem for Parliament as a new principle. It is 
true we do spend more money. For example, we will hold up our Public Works 
expenditure in areas where we believe the economy is reasonably fully em- 
ployed. This is evident in what has been said over the past twelve or fifteen 
months in regard to policy concerning construction. But we have never, so far 
as I know, had any differential taxation to reflect the differences. There are a 
number of ways in which indirectly we have differences. For example, the 
equalization grants to the provinces reflect that incomes are lower in Eastern 
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Canada than in Central and Western Canada, and that enables those provinces 
in the east to bear down less heavily than otherwise they would have to do in 
order to provide services there. That does a little to offset or meet the situation 
you mentioned. 3 


Under our area development arrangements we have made first tax conces- 
sions and now grants in these designated areas of slower growth, which results 
in some of what you are mentioning. How far a national government, central 
government, can go in this respect is a nice question in principle in its efforts to 
try to tailor its tax and other fiscal policies as well as expenditure dollars in 
relation to regional differences in employment conditions or relative economic 
differences. 


Mr. BELL: Thank you for that statement, Mr. Bryce. I for one have always 
felt that when national institutions are in the money business in various ways, 
such as housing institutions or insurance companies, and the Government sends 
out word in various ways that there should be restrictions, such national 
institutions—and I speak about them rather than the Government, at the 
moment,—tighten up and call in their loans, and the like, and very often the 
little fellow in the extremities of our country feels the pinch first, and they 
hang on to the larger loans they have in the big cities. I appreciate that at the 
moment this could not be done, but I am wondering if there is any way in 
which government agencies like C.M.H.C. could take up the slack if they see 
this happening. I am wondering if this could be done in cases of government 
agencies like C.M.H.C. or I.D.B. 


Mr. Bryce: I know in regard to the I.D.B. that they have always been 
concerned to take into account the situation of the Atlantic provinces, and I do 
not think there is any restriction there being exercised to prevent credit worthy 
borrowers getting credit. As you know, in the last year or two Central Mortgage 
and Housing Corporation has had to ration its housing mortgage funds to some 
degree to live within its budget. It might be at some point you could ask them 
what their practice has been in dealing with the Atlantic provinces area as 
compared with other areas. I would not like to speak for them on this point. 


Mr. BELL (Saint John-Albert): Do we have any figures available on the 
moneys, by provinces or areas, that have gone out through the industry 
incentive program? 

Mr. Bryce: I am sure those figures are available. I do not have them here, 
Mr. Bell. The Department of Industry has those on theirs, or the Atlantic 
Development Board on theirs. 


Mr. BELL (Saint John-Albert): The contention has been made that over 
half of the moneys have gone into Ontario rather than into the places that 
need it more. 


Co-Chairman Mr. Basrorp: I would suggest you have a word with Dr. 
James on this, Mr. Bell, and see what can be found out on it. 


Mr. OLSON: The question that I am seeking an opinion on does not relate to 
these tables. Mr. Chairman, are you entertaining questions which do not 
necessarily relate to the tables? 


Co-Chairman Mr. Croutu: May I ask one question relating to the tables, 
before you get in. 


Mr. Bryce, taking a quick look at these tables—you will forgive me if I do 
not draw the right assumptions—it seems to me that that quick look indicates 
that the culprits are food and services. Can you help us in any way at all by 
indicating what are the probable factors that are affecting foods and services? 


Mr. Bryce: Senator, I would hesitate to express an opinion on that. From 
time to time in the past, I have myself inquired as to what was going on there. I 
think the committee will have available to it experts who do know the situation 
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and do know it more thoroughly and more up to date, than I do. I think it is 
better that I should not try to answer that question. As to the culprits, I do not 
like the word. 

Co-Chairman Senator CROLL: I do not want you to accept it. 


Mr. Bryce: I would perhaps draw this general conclusion out of all this. I 
think these figures show us that the total expenditure in the country, coming 
from a variety of sources—from the consumer, form Government, from business 
in their capital formation—has been increasing at an accelerating rate. This has 
been happening as we have approached closer and closer to the productive 
capacity of the country. 

We have enjoyed an economic expansion now for something over five 
years. The exact timing of the beginning can be a matter of dispute. It has been 
a long, strong expansion in our economy. 

Given the difficulties that this country has—with its areas, the problems of 
the labour mobility, the fact that our labour force is not trained and educated 
for the kind of jobs that are available now—we have reached what the Finance 
Department anyway have to regard as pretty well our full capacity to produce. 
If we could get certain people in certain areas to produce more, we could do 
more with that, but we cannot tell people what to do. With this reaching of 
capacity in our production, there is every indication that our expenditures will 
go on increasing, unless somehow some restraint is exercised upon them. 

This is essentially the broad problem. This is the thing that is tending to 
pull our prices up. 

The economists have a great argument as to whether this inflationary 
tendency is of a demand-pull character, that is, the excessive demands on the 
economy pulling prices up; or whether it is of a cost-push tendency, because 
people are pushing up the costs, because of wages and other things that enter 
into the cost of production. There seems to be some of each, and it is a nice 
question as to where the balance really is. 


I think the figures we put before you show that, as we approach now what 
are the limits on our capacity—and those limits themselves have changed, 
because the country is growing all the time—our labour force is growing by 
something over 3 per cent, we are investing tremendous amounts, as you have 
seen, in capital equipment—we can grow at a real rate of, I suppose, 4 or 5 per 
cent a year. But if our expenditure goes on increasing at the rates it has been 
increasing in the last year or two—and particularly if those rates of increase 
accelerate—we are bound to see it finding its expression in price increases. It is 
going to come out somewhere or other. 


It is not a question of there being culprits here or there. The pressure of 
demand is going to find some expression in higher prices, or perhaps in 
massively greater imports or something of this sort. This is the way we see the 
problem in overall terms. 


It is really with that in mind that I believe that the Minister of Finance 
said, as he did on September 8, that some measure of restraint on total 
expenditure is necessary, and that he felt this restraint should be exercised at 
the present by somewhat more emphasis on a stronger fiscal policy—taking into 
account, he said, what he felt was an excessive reliance on monetary policy. 

This brings us back, I think, to the position as to what general measures 
can be taken to deal with the situation as a whole, as distinct from measures to 
deal with particular bottlenecks or difficulties such as food or services or 
whatever it may be, sir. 

I do not know whether that sort of summing up is of any value. 


Senator THORVALDSON: It seems to me that the most staggering figure which 
Mr. Bryce has given this morning is to be found on table 12, in the inflation rate 
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in food. I did not know it was as high as 16 per cent. The increase for services is 
lower, 8 per cent, whereas the increase in most of the other items is between 4 
and 6 per cent. 


I want to suggest that the first item in table 12 is most revealing on the 
whole situation. As Senator Croll has said, the problem is certainly concentrated 
in those two things, and largely in food. I must remark that it is a staggering 
figure, that food should have gone up nearly 16 per cent in two years. I think 
we should concentrate on that more than on anything else—and I have no doubt 
we will. 


Mr. OLSON: I would like to ask Mr. Bryce for his opinion or comment on 
the influence of interest rates on this whole question of price increase. I am 
talking about the cost of capital, but not as it relates to depreciation—the cost 
of capital for operating purposes and for construction, and all of the other 
factors that go into the establishment and the operation of our production 
establishment. 


I suppose it is fair to say that there is a traditional economic theory that by 
increasing interest rates you can in fact slow down the economy and you are 
hopeful, as perhaps it has been successful in the past, of keeping prices and the 
whole price structure from moving hand in hand very rapidly. But I wonder if 
that is still valid, when we are approaching nearly full capacity and where 
there seems to be a shortage of capital, whether it is in fact doing what it used 
to do by increasing interest rates. Or do we have a contradiction here—by 
attempting to slow down the whole economy and keep prices in line, by 
increasing the cost of capital; it may be, on the other side of this contradiction I 
am talking about, it may be that all it does is add additional costs to the whole 
production cycle and to the distribution cycle, and it really does not do what it 
used to do and does not do what it intends to do, in this stage of our economic 
development. 


Mr. Bryce: Mr. Chairman, the role of interest rates, in acting as a restraint 
on expenditure, relates to the whole question of monetary policy and its role in 
a situation of this kind, and I understand that you will have the Governor of the 
Bank of Canada before you in another couple of weeks. 


Co-Chairman Senator CROLL: Yes, we will. 


Mr. Bryce: This question can best be addressed to him. I think it is quite 
clear from what the Minister of Finance has said that he feels that the general 
mix of our policies has been such that we have left too much of the necessary 
restraint, which finds expression in higher interest rates, to be exercised 
through monetary policies and credit policies. That is not simply a matter for 
us; that is true, I would say, of the United States and Europe as well as Canada. 
The rise in interest rates has been going on throughout the western world and, 
in fact, we in Canada cannot get very much out of line with that, because, as 
you have seen, we are big importers of capital. 


I suppose that year in year out we are by far the biggest importers of 
capital in the world. If we are going to get the capital of the world coming in 
here to invest and finance our provinces and municipalities and so on, we have 
got to have interest rates that will pull it in. 


We do not, therefore, have too much choice in the matter so long as we are 
large importers of capital and so long as we are putting the capital to good use 
and getting our monies worth out of it. However, this is part of the price we 
pay. Our interest rates have to be related to those elsewhere in the world. 


This rise of interest rates reflects nowadays some of the great scarcity of 
Savings in the world as a whole. Other countries, too, are expanding and are 
pressing against the limits on their capacity, investing at high rates, and this 
leads to high interest rates. The United States has had quite rapid increases in 
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interest rates this year, so it is by no means a unique phenomenon for us. But, 
as the minister has said and as the Governor of the Bank of Canada has said in 
his report and speeches, it would appear that monetary policy, which should 
move more quickly and flexibly, has in the past year or so been carrying too 
large a share of the burden of trying to restrain this expansion. 

Now, it does not do it just by interest rates. The workings of credit policy 
have an effect on the quantity of financing that can be done through the market 
and through the banks and like means, but, of course, the interplay of the 
quantity demanded and the quantity available results either in changes in the 
interest rates or in a sort of rationing process that may be done by securities 
dealers, underwriters, or by banks or other institutions. 

That is one side: the role of the interest rate and similar means in limiting 
the expansion. 

Now, what you point out is quite correct that interest is also a cost. It 
shows up either as a deduction from profits or something that people will have 
to pass along in their prices, if they are going to get the profits that are 
necessary to remunerate those who invested in the business. So that interest 
does then enter into costs. There is no doubt that that is a longer term element 
than the role of the interest rate in restraining demand. 

On the other hand, it is not possible to escape that sort of thing, if world 
interest rates are generally rising and if one has to rely on credit policy for a 
portion at least of the restraint that is necessary in the economy to prevent 
inflationary pressures making excesses. 

Mr. OLson: During the past two years, Mr. Bryce, or let us say two or three 
years, do you think that the increase in interest rates has succeeded in holding 
the price structure, or has it contributed more to the increase in the price 
structure? 

Mr. Bryce: I think it has helped to hold it. The results are there for you to 
see, whether it has held enough. 

Mr. CaMERON: Would you have any comments to make? 


Co-Chairman Mr. BAsrorp: Mr. Cameron, there are several people ahead of 
you who have indicated that they have questions to ask. 

Mr. CAMERON: This is supplementary to the question Mr. Olson asked. 

Co-Chairman Mr. BAsrorp: All right. 

Mr. CAMERON: I wonder if Mr. Bryce would have any comment to make on 
the recent decision in the Johnson administration to apply rate control in 
another area? That is, limiting the amount that banks and trust companies may 
pay for deposits. I presume that the intention is to have the effect of limiting 
the other way, too. Do you agree? 

Mr. Bryce: Well, sir, I would hesitate to explore that today. This is a 
question that might well be asked in the Committee on Banking, when you have 
the experts on that before you. Their way of working is just opposite to ours. — 
They put a limit on what the banks can pay. That is partly for their own | 
institutional reasons. 

Co-Chairman Mr. BASFORD: Were you through, Mr. Olson? All right, Mr. 
Allmand. 

Mr. ALLMAND: Mr. Bryce, from an examination of these figures, it would 
almost appear that we do not really have a general inflation, but that what we 
have are excessive increases in certain types of prices, as has been mentioned in 
food and, perhaps to a lesser degree, in clothing and services. But, on the other 
hand, if you look at durable commodities, there is certainly not any excesses 
increase there. It has only gone up in the last year by 0.2 per cent, and over the 
last 10 years, from ’49 to ’65, by 0.9 per cent. 
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Now, if that is the case, if we really do not have a general inflation, would 
not the cure to combat the price rises in specific areas be different from the 
general measures, let us say, to combat a general inflation, for example, 
monetary fiscal policy, cutting back on government expenditures and so forth? 
It would appear to me that we would take specific measures to combat the 
increase in food prices or in services rather than combat a general inflation. 


Mr. Bryce: I think this is an important point to consider, sir. If our 
problem were confined to a quite narrow front—suppose it were foods or 
certain types of foods—then I think we should look at it as a specific problem. 
However, it is really fairly widespread, as is indicated in Table 4, which I put 
before you, The price indices implied in figures of the gross national expendi- 
ture. 

You will see there that the price increases are to be found in personal 
expenditures on goods and services, in government expenditures and in business 
capital formation. 

I think we were all quite vividly conscious over the past 18 months of the 
increase in costs of construction. Indeed, the government’s concern was focused 
on that front, rather than on the general price field. We felt that there was a 
shortage of construction capacity in labour, in management and what not, that 
construction costs were rising rapidly and rising relative to other things, and it 
was for those reasons that the government was cutting back its own construction 
programs and asking others to do the same. Since that time the increases have 
spread, until now they are now fairly widespread, as is indicated here. 

I think, to try to look ahead, that the wage increases have now become 
sufficiently widespread that there must be in the works pressure on a lot of 
other prices as well. It is necessary to look ahead as best we can here and try to 
safeguard ourselves against the effects of these increasing costs. 

Mr. ALLMAND: What percentage of our total gross national product would 
be in durable commodities? It would seem to me that it would be a very large 
percentage, and, if the price increases are so low in that area— 

Mr. Bryce: Durable consumer commodities are a relatively modest fraction. 

Mr. ALLMAND: What about production durable goods? 

Mr. Bryce: They are wider and there is a greater variety there of price 
behaviour. 

Mr. ALLMAND: What about. Table 11, where you have durable commodities? 

Mr. Bryce: That is our consumer index. 

Mr, ALLMAND: These would be frigidaires, washing machines, cars and so 


Mr. BRYCE: Yes. 

Mr. ALLMAND: I would like to know the percentage of production taken up 
by durable commodities. | 

Mr. Bryce: Total consumer expenditures are around $32 billion or $33 
billion, and durable goods or personal expenditures on durable goods are about 
between 7 and 8 per cent of the total gross national expenditure, that is 7 or 8 
per cent of $56 billion which is getting on for $4 billion. 

Mr. ALLMAND: What percentage is food? 

Mr. Bryce: $7 billion on food. 

Mr. SALTSMAN: Mr. Bryce, what do you foresee in the next few years? I 
presume in order to base your policy you would have to anticipate certain 
conditions over the next five years. Do you foresee any easing of this pressure 
on our available resources? 

Mr. Bryce: That is a big issue, Mr. Saltsman. I think it is reasonable to say 
that our underlying position is one that makes it look as though we will have a 
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strong economic growth over the middle period. The expansion going on in the 
rest of the world looks as though it will afford us good markets for our exports. 
There are questions, however. First, we have had a long, uninterrupted or 
relatively uninterrupted upswing, and it is very unusual that this should go on 
without some kind of setback occasionally. Certain of our industries have a 
tendency to overbuild their capital, plant and facilities from time to time. We 
have been remarkably lucky this has kept up the way it has. I would say in 
general terms that the underlying position is good provided we can avoid these 
inflationary tendencies gathering strength leading to excessive efforts to get in 
ahead of the increase in construction costs and things like this and so lead 
people to do things out of temporary need which don’t fit into long-term 
patterns. 

The Minister of Finance in his budjet last spring emphasized what he 
thought the importance was of getting on to a sort of stable growth pattern, and 
what he is aiming to do, as set forth in his speech in the house in Setpember, is 
to try to devise some form of sensible restraint on the rate of increase in our 
expenditures so that we can hold to a reasonable growth rate and not get 
something that has obviously got to stop at some point. 

Mr. Sautsman: I would take it, then, you are anticipating we will continue, 
or to put it in other words, pressure on the economy will be maintained fairly 
strongly as it has been over the last five years. It seems to me we are entering 
into a different kind of economic circumstance from what we have experienced 
before because of the nature in the change of our attitude, transfer payments or 
perhaps because of military commitments of some nations and armaments that 
are necessarily being maintained, that we may be facing the kind of situation 
we faced during the war where you have a permanent pressure on all your 
available resources both material and human and that perhaps the normal fiscal 
and the monetary policies will not be sufficient to contain these pressures in 
order to avoid inflation, and we should be considering, perhaps, something in 
the nature of physical rationing of money, price controls on money, price 
controls on basic commodities—I would like to hear your comments on that. 


Mr. Bryce: That is a very tall order indeed. I would hope we can learn to 
live with prosperity. We have not had to do it year after year before and I 
would hope we can learn to live with prosperity now without having to have 
rationing and controls and a centrally-managed economy. There are great 
advantages to being able to have decentralization and freedom of action on the 
part of the individual and business. But if this is the case, I think we have to 
learn to live with conditions where we can make the transition from an 
expansion taking us towards full employment, to live on some kind of stable 
growth pattern. I don’t know where this has been done before. In the United 
States they are trying it now, and it looks as if they are lagging a few months 
behind us and catching up fairly quickly. We are both having difficulty in 
making this transition. The advantages of achieving it are so great that there is 
tremendous reason for trying to manage our affairs in such a way as to keep the 
thing in balance without having to harness it to keep it under control. | 

Mr. SALTSMAN: I can appreciate why you would want to do it in that 
particular way. But the question I am asking is: Are we going to be able to do it 
in that particular way? Have things changed? Is there something far more 
fundamental afoot other than the normal increase in prices and what one might 
call normal inflation? Are we going into a change in circumstances where the 
traditional tools will not be effective? The question of the interest rate has been 
brought up. Are we going to let it rise to dampen demand? This is simply not 
working. They are accepting the money at the highest cost and then passing it 
on. It also appears that a re-allocation is taking place in our society. Values are 
changed. Housing is being penalized and commercial construction is proceeding 
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because they can absorb the cost. This is why I feel an examination should be 
made of the economy which we are in. 

Mr. Bryce: I think these are good questions. Many of these are the kind of 
questions we hope the Economic Council considers when looking at the medium 
and long-term problems ahead of us. On shorter term matters I have a feeling 
that there was a change in attitude developed in Canada during the past year. 
There was a feeling that things were moving ahead quickly, that there were 
inflationary forces at work, and people had better get what they could while 
they could. That is very dangerous, and that is part of the reason why the 
present situation is one that does warrant the kind of attention or the kind of 
policy that the minister has outlined in his speech here.We have somehow got to 
create the feeling in this country that one can look forward to a steady gain in 
the future and one doesn’t have to go out and get everything all at once. I know 
this sounds like a sermon, but I think this is where some of the present trouble 
lies, that if we ali try to get what we are after too quickly we are bound to 
create this sort of acceleration in the growth of our expenditures that we see in 
these figures; but I would suggest you ask some of those questions about where 
we are heading of Dr. Deutsch when he is before the committee. 

Mr. CAMERON: In light of the human race’s notorious immunity to sermons, 
do you think you are going to be able to achieve it by that? 

Mr. Bryce: You notice that the Minister of Finance said that we should 
back it up with something in the nature of tax increases. 

Mr. SALTSMAN: On this question of taxation, will taxation really solve the 
problem—the traditional fiscal tools, you tax a little higher to mop up the 
money? There seems to be some evidence to indicate that business or corporate 
taxation can be passed on. It is simply taxing at a higher level and it does not 
necessarily reduce the activity in society, but merely increases prices. 

Mr. Bryce: Of course, taxes can all be passed on in one fashion or another, 
depending on the response of those who bear them in the first instance. An 
increase in the personal income tax can lead those who bear it to demand more 
pay, whether they be workers or corporate executives or whoever. One has to 
try to gauge whether that will happen and take it into account. There is 
tremendous debate as to who really bears corporate income tax. After the 
Carter Commission has reported I have no doubt we will be debating that 
around here for a long time. 

Mr. SALTSMAN: I think there are some interesting figures in these schedules 
you have given us which sort of indicate, despite the cries that have arisen in 
the country about the onerous taxation imposed on various elements in our 
community, the share that has gone to labour has not really changed at all, 
despite notions of how heavily taxed corporations are. With the proviso we do 
not know whether really all that has gone to labour in the traditional sense of 
labour—how much is to the white collar and administrative and executive, sales 
personnel and labour as such. I know this is not the work of this committee, but 
there seems to be a real need to look at the way we are distributing our income 
as well. 

Co-Chairman Mr. BASFoRD: Were you going to comment, Mr. Bryce? 

Mr. Bryce: No, I did not think Mr. Saltsman ended up with a question. 

Mr. SALTSMAN: I raised my voice at the end, if you care to comment. 

Co-Chairman Mr. BASForD: Mr. Otto? 

Mr. Otto: Mr. Chairman, Mr. Bryce opened the subject and said that we 
are reaching full capacity in production. This is a common viewpoint, and I am 
not going to argue your viewpoint, but I want to know why you think we are 
reaching full capacity in production, acknowledging efficiency as something to 
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do with capacity. Have we reached full efficiency, or what percentage of 
efficiency have we reached? 


Mr. Bryce: I would not deny there is room for us to increase our efficiency, 
and I would hope that through a variety of measures our efficiency and our 
productivity will go on increasing, and that is where we hope for increasing 
standards of living. These figures here for productivity increases, crude as they 
are, and the other figures that have come out during the past year, are a little 
discouraging. We would have hoped the record was going to be better, as the 
Economic Council pointed towards it in their first report early in 1965. But 
when I speak of us reaching capacity, what I am referring to is what can be 
done in the immediate future. We reach capacity in the sense that piling on 
more expenditure is not likely to produce as much response in real goods in 
proportion to what it will in increased prices. You can scrape some more out of 
the machine if you are willing to stand substantial price increases and overtime 
pay and the use of poorer equipment and working to over-capacity. This is 
noticeable in the American economy currently. They have a remarkably big 
increase out of the manufacturing industry at a considerable increase in cost 
and prices as a result. We are getting to a point where it is common knowledge 
there is a shortage of many kinds of labour, and where the limits of our 
production are governed by the availibility of labour of the kind and in the 
places where it is demanded. 

I have no doubt we have capacity in a number of our industries to expand 
if the right things are demanded of them. But when you look at what the 
response is in terms of price increases and in terms of volume increases, it 
strikes us we are now at the point in the curve, if you will, where further 
expansion in demand brings about more response in terms of increasing prices 
and costs than it does response in increasing output. These are not rigid lines; 
the curve bends rather than turns. 

Mr. Otto: I estimate that we—that includes management and labour—are 
probably no more than 40 per cent efficient. In other words, we can actually 
produce another 60 per cent with the same capital equipment. I note in your 
Table 5, which is the Gross National Product, we have had an increase of 
approximately 3 to 34 billion from year to year. But since 1950, 15 years, we 
have introduced automation which should have increased our production ten- 
fold. I am wondering whether your department, whether we should not be 
emphasizing and discussing and debating things which would induce more 
efficiency rather than restrictive measures that we are dealing with here. 

I particularly question you because you have now repeated what the 
minister has said and which so many have said, that we are reaching full 
capacity. From my own experience in business, I know we are not nearly as 
efficient as we should be. Let us disregard labour for a moment and take 
management. The comparison of Canadian junior and senior management is 
practically nil to the United States. We have not the training for them; our 
lunch hours are too long; our credit cards are a little too free and easy. So when 
we speak of capacity we should include, I think you will acknowledge, 
efficiency. Are there any plans in your department which will try to induce 
more efficiency from industry and business? 


Mr. Bryce: Well, sir, I think you will find eveyrone about the Government 
hoping that we can achieve this and paying attention to measures that will 
result in it. As you imply, it is very largely a matter for management in 
business itself to achieve this efficiency. We in the Government service have our 
responsibility. We are trying to do it too, and I think we are doing it in many 
places. I see this though as a rather slower process than you seem to be 
implying. 
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Better management you just do not achieve overnight. As you were saying, 
it involves training. It involves the development of attitudes and experience. So, 
we have thought of the kind of expansion in capacity and output to which you 
are referring as one of those medium term operations, if you will, rather than a 
means of dealing with the problem that we face this winter and next spring. 
Certainly, anything that we can do to improve management, to improve our 
technology, to improve the training of our labour, and to improve the mobility 
of our labour, will contribute to our capacity in future years, and enable us to 
get a larger output from the same labour force, and to better employ the labour 
force and employ those members of the labour force whom we do not find to be 
employable under present conditions. 

All of those things are to the good. It is just a question of time as to how 
quickly they can be brought to bear to meet the demands of the Canadian 
economy today. 

Mr. OTTo: Why the process of pacing ourselves? It is like saying: “Let us 
eat our ice cream slowly so that it will last for a longer time”. Why do you not 
say: “Let us gulp this up so that we can eat ten times more’? Why this 
emphasis on pacing, and distributing the so-called affluence, which gives 
Canadians the idea that we are as efficient as we can possibly be? That is why 
my question to you is: Why the emphasis on pacing? Why not put the emphasis 
on the realization that we are going to have inflation, and can be confident that 
we can face it with increased production? 

Mr. Bryce: My reply to that would be this, that if you go ahead and let 
inflationary tendencies have full play then they are apt, first of all, to create 
inequitable situations among us, because some will gain more out of the 
inflation than others—this is bound to be the case—and by and large it is the 
economically weak who suffer. Society regards this as unjust, and it iss. 
suppose, unjust. So, there is an element of injustice involved in allowing the 
inflationary forces to have full play, and allowing them to draw out increased 
production. 

Secondly, experience elsewhere leads one to believe—and our own experi- 
ence at some stages in the past, such as at the time of Korea, for example, and 
the immediate postwar period—that when people expect inflation, when busi- 
nesses expect that the costs of building factories is going to go up and up over 
the next several years, they are inclined to rush into things that might better be 
put in place a year or two hence, and fitted in with a reasonable growth pattern 
of industry. 


Mr. Otto: This is my whole contention. I will say that a nation with no 
resources and no future should take it easy, and not make mistakes, but surely 
if there is any nation which can afford to rush into things and make mistakes, it 
is Canada. 

Mr. Bryce: Well, I think the issue here is an attitude, and you are 
suggesting we are young and vigorous, and can afford to be a bit reckless as 
long as we are moving fast. You must bear in mind, though, that ours is a very 
open economy. We have to compete with others, and if we let inflationary 
forces have full play we are apt to find our international competitive position 
worsened. 

Mr. OTto: Thank you. 

Mr. SALTSMAN: Mr. Bryce— 


Co-Chairman Mr. BaAsrorp: Before I call on you, Mr. Saltsman, I shall ask 
if there are any other members of the committee who want to raise questions. 
Very well, go ahead. 


Mr. SALTSMAN: Mr. Otto has raised an important question, and one which I 
hope this committee will deal with, and that is the question of whether we cure 
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increasing by restraint—by retraint demand—or whether we try to cure it by 
increasing productivity. With Mr. Otto I agree. There is an enormous area for us 
to explore in terms of increased productivity, particularly in respect of our 
industrial machinery and processing in this country. In the last report of the 
Economic Council it was pointed out that we were something like 25 per cent 
less productive than the United States, but that at the same time we probably 
employed more capital per capita than the United States. This seems a rather 
strange situation. 

There have been other reports such as the report of the Royal Commission 
on Canada’s Prospects, and the study that was done on secondary industry in 
1957, where it was pointed out how badly splintered Canadian secondary 
industry was, how badly it was organized, and how its facilities were duplicat- 
ed, together with a limited market. There is a study by the Canadian Planning 
Association headed by Mr. English, which came up with similar conclusions. 
There is the recent study by Professor Safarrian along these lines. I think this is 
a fruitful area to be explored, in an endeavour to find out how to make the 
industrial structure more efficient than it is now. 


Certainly, if we can do this now or in the immediate future there is the 
prospect of increasing our productivity by 25 per cent. Now, an increase of 25 
per cent in our productivity would go an enormous distance towards preventing 
inflationary forces occurring. From the studies it is not so much a question of 
building new plants as of reorganizing our industries so that they produce more 
effectively, and so that we get longer runs, and so that we become more 
specialized. I will leave this to you for your comment. 


Mr. Bryce: Well, we have had an example in the last few years of the sort 
of thing you are talking about in the automobile program, but that has involved 
a good deal of building of plants, and a good deal of reorientation of the 
industry. It has involved complicated trade arrangements, and inter-company 
and intra-company changes. It takes time. It takes skill. It takes investment. 
Certainly, I would say that that is the sort of thing which Canadian governments 
favour, and the more we can solve our problems in that way, and along the 
lines that Mr. Otto has mentioned, I would think the better off we will all be. 
But the question, in addition, now is: How far does one restrain the inflationary 
tendencies current at present while we are waiting for—‘‘waiting” is a bad 
word here—the results of our labours in this other direction to bear fruit? It is 
a matter of degree and a matter of judgment here as to what damage is done 
by allowing the inflationary tendencies to have one or another degree of 


freedom to bring about price increases while we are waiting on these longer run ~ 


forces. 


Mr. SALTSMAN: I would suggest the word “waiting” is the sort of thing that | 


we are opposed to. I think what we are looking for is an aggressive determina- 


tion while we are allowing inflationary pressures to move in the other direction. — 


Mr. Bryce: We are doing a great deal in the other direction. Just speaking 
of the federal Government here, the Department of Manpower is not waiting; 
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it is working hard. The Department of Industry is not waiting; it is working © 
hard. Even we in the Department of Finance, I hope, are not just waiting on — 


events in order to take action. 
Mr. Otto: I have one other point— 
Co-Chairman Mr. BASForp: Is it supplementary? 


Mr. Otto: Yes. Mr. Bryce, there was a comment published in the last — 


couple of days to the effect that the orders for farm machinery from the Prairie 
provinces are down considerably—this is for next year’s purchases—even 
though the money is there. Then, there is the bogey-man brought up again in 
the idea that when people are apprehensive about restrictions or recessions they 
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themselves bring on a recession. Now, what has your department planned in the 
event of a psychological change such as this happening? 

Mr. Bryce: We think we have sufficient flexibility to be able to adjust our 
fiscal measures with sufficient speed to these situations. We have had to do this 
before in the past twelve months, and we think we can do it again. There is a 
theory that tax measures cannot be changed quickly, but I think in the 
Parliament of Canada we can act a good deal more promptly than they can in, 
say, Washington on these matters—or, you can act more quickly, I should say. 

Mr. OTTo: You were right the first time. 

Mr. Bryce: So that as far as tax policy is concerned we can respond with 
reasonable promptness. Now, as regards spending programs, there are some 
things you can do reasonably promptly, but a lot of good things take time to 
work out. You cannot create an effective manpower service by voting the 
money; it takes time to develop it. For instance, it requires people to form an 
organization. The Government is now embarking on the reorganization of its 
whole manpower system so that we can contribute to that increasing efficiency 
and productivity that will flow from it. You cannot just say we will do it in 
March if the economic situation demands it. Similarly our work on research. As 
you know, new measures to encourage research in industry, as well as in 
universities and government laboratories, cannot be done overnight by voting 
money. All that sort of thing takes time. 


Mr. OTTo: But I take it that you have not neglected any psychological 
changes, that you are prepared to give the economy a boost where it is 
warranted? 

Mr. BRYCE: Yes. 

Co-Chairman Mr. BASForD: Mr. Cameron? 

Mr. CAMERON: Mr. Chairman, granted the necessity for controlling inflation- 
ary pressures, does it not occur to you that if we do this by traditional methods of 
fiscal policy and merely taking this back to a previous condition we might be 
neglecting to embark upon programs to stimulate the sort of productivity Mr. 
Otto and Mr. Saltsman have been speaking about? Again I come back to this 
question of the probable necessity of physical controls of those inflationary 
pressures, without winding the economy down so that we cannot do those 
necessary things to increase productivity. It is distressing to me to see the 
Government deciding immediately to curtail its expenditures, but it seems to 
me very obvious that the one field upon which our rising productivity must rest 
is that of training and education, and that is entirely in the hands of federal and 
provincial governments. It does seem to me quite short-sighted to go around a 
‘circle and go around it again without making some sort of positive advance 
such as we should be making. That should be the basis for physical control. As 
an example, it would have been quite impossible to conduct the war program by 
relying on monetary and fiscal policy. I am not suggesting that we now put 
controls on of that severity, but I suggest that the Government should be 
thinking in terms of some measure of physical control immediately to control 
inflationary tendencies without winding the economy down; and it should be 
taking measures to increase our productivity. Do you agree that there is some 
case for that? 

Mr. Bryce: The minister has spoken to that point in the house, and I rather 
hesitate to comment on it. However, I think it is important to realize that 
putting on controls is another way of limiting somebody’s expenditure. If you 
ration food you limit what the consumer is able to spend on food. If you ration 
capital investment by business you are curbing it just the same as by putting a 
refundable tax on business, as we did last year. So you do not get away from 
the necessity of restraint by rationing these things. It is just a different way, 
perhaps a more positive way—it may be a more selective way, but it can also be 
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a more arbitrary way. In the end, it means that some bureaucrat or some 
minister has to decide whether a plant should be built here rather than there, 
and he has to weigh up a whole series of considerations of whether this is right. 
So I would say that what we are up against now is a choice of means of 
restraining this expansion in expenditure, whether you do it by rationing or 
controls or selective licencing, or something of that sort, or by general fiscal 
measure. 

By and large, our economy is so organized that the fiscal measures are the 
ones that fit best into its way of working. Perhaps if we are going to learn to 
live with prosperity we may eventually have to come to something else. If it is 
a question of the inter-relationship between prices and costs and productivity, 
then this is something the Economic Council is going to be reporting upon after 
long consideration, and I suggest that discussions might best take place when its 
report comes in. 

Mr. Cameron: The minister has done this, he has been obliged to do so, in 
effect, with regard to steel prices. I imagine he is going to be obliged to do the 
same with automobile prices. This is the way in which this particular basic 
concern of inflation has to be curbed. I presume he has some club in his hand, or 
perhaps in his hip pocket designated by way of persuasion, but it is nevertheless 
a means of dealing with a delicate situation on a very precarious basis. 

Mr. Bryce: In his speech in the house he was trying persuasion in very 
general widespread terms. 

Mr. CAMERON: He had to come down to selective terms. 

Mr. BRYCE: Yes. 

Co-Chairman Mr. BAsrorpD: Possibly Mr. Cameron’s questions could be 
answered in the steering committee. If we had the minister in front of the 
committee at some point, perhaps that would be the better way of dealing with it. 

Mr. CAMERON: Yes, I think that is an excellent idea. 

Co-Chairman Mr. BASForD: Senator Thorvaldson? 

Senator THORVALDSON: Mr. Chairman, I agree. I think we have had a 
wonderful discussion in regard to productivity, and I certainly agree that 
productivity is a large part of the answer to our problem which we are 
discussing. 

One thing that has bothered me practically throughout my life is the 
tremendous difference between the per capita G.N.P. or productivity of the 
United States and Canada. We hear recurringly about the differential being 
about 25 per cent. I have been hoping year by year that we would do better in 
Canada and approach to a closer balance with that of the Americans. It seems to 
me that we should try to find the answer to that problem, if there is an answer. 
Is the answer that the Americans work harder than we do, or is it something 
else? Of course, I realize that our productivity equipment and machinery, and 
so on, is developed from American patents; nevertheless, it is a fact that the 
productivity of the United States is far greater than that of Canada. 

We talk about our competitive situation, and we must be competitive, but 
how can we remain competitive with the United States unless we narrow this 
gap of productivity? 

Mr. Chairman, I make these remarks for the reason that perhaps there is a © 
field for study either by this committee or a subcommittee of it to try to 
discover this differential. 


Let me give an example to illustrate the fact that probably the Americans — 
work harder than we do. Over the years I have been to Calgary, I have noticed © 
that traditionally the American oil people who are in Calgary start at 8 o’clock 
in the morning, whereas we start at nine o’clock in the morning. When I go — 
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to the United States I observe that business is booming and that the people 
there are on the job at 7 o’clock in the morning or certainly by 8 o’clock 
whereas we only just get going by 8:30 or 9 o’clock. Is that the answer to 
this tremendous differential? 

I make these remarks, Mr. Chairman, because I agree thoroughly that 
productivity, as Mr. Otto has suggested, is the answer, and as you have also 
suggested, and I ask if it would not be wise to try to discover the reason for this 
tremendous differential, because I know we shall never have the same scale of 
living as Americans until we come up to their scale of productivity. The reverse 
situation, of course, is in England, as anyone who has been there will have 
observed. Everyone knows, from figures and from personal knowledge—those 
who have been in England—that they need 500 people in the factory to do what 
even in Canada do with 200 or 250. That is why their productivity per capita is 
much less than ours. 


Having said those things, I want to confirm that it is my opinion that this is 
an important part of our study. 


Would you like to comment, Mr. Bryce, as to the reason why this 
differential exists between ourselves and the United States? 


Mr. Bryce: I have no doubt this is a matter not only of great importance 
but of great interest. The Economic Council has worked on this. The Depart- 
ment of Industry has worked on this. Some Canadian industries are just as 
productive as American industries, but the Canadian economy as a whole, quite 
manifestly produces only in real terms 75 to 80 per cent of the average output 
of the American economy. 


This is a very complicated general issue, that requires a lot of study, and I 
would hesitate to express an opinion on it offhand. 

Senator CarTER: I would like to follow up that question of productivity and 
ask Mr. Bryce if he could comment on whether this difference in productivity in 
Canada as compared with the United States is related to the difference in 
population and the difference in mass markets? To what extent is that a factor? 


Mr. Bryce: Mr. Rubinoff was looking this up in the Economic Council’s 
report, and perhaps he could answer that question. 


Mr. RuBINoFF: The second annual review of the Economic Council has a 
chapter on economic growth. They attempted to make a preliminary analysis of 
the difference, in so far as it could be measured, as between Canadian average 
productivity and that of the United States. 

They dealt with a number of factors. They broke it down, broadly 
speaking, three ways. Of the 25 per cent difference in per capita production— 
one of the factors was that there were more people working, that is there was 
more participation in the labour force in the United States, and this was worth 
about 5 per cent. 


Of the other 20 per cent, the rough calculations would suggest that about 8 
per cent is due to the difference in the level of education, that is, the United 
States, on the average, having a little more highly skilled labour force and thus 
being able to produce more. The remaining 12 percentage points is made up of a 
number of other things—the scale, the large markets in which they have to sell, 
right within continental United States, and a number of other factors. 

This is by no means a complete examination. This could be broken down in 
a number of other ways. But in terms of this preliminary report, which the 
Economic Council produced, they did suggest these broad orders of magnitude. 
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Senator CARTER: That study does indicate that there are some components 
which we in Canada, in our present state of development, cannot overcome. As 
long as those components have that effect, we can never reach parity with the 
United States. 

Mr. Bryce: If it is a matter of educating and training our labour force, it 
takes time obviously. If it is a matter of having a population that is dispersed 
much more, over a larger portion of country, I do not know that any time will 
cure that. 

As far as techniques and attitudes are concerned, presumably we can deal 
with that more promptly. 

Senator McDonaLp: Is it not true also that Canadian management is not on 
a par with the United States, as well as their labour force? Is it not true that 
there are some Canadian companies that very recently have imported all of 
their Canadian management from the United States and have moved from a 
position of great losses to, in the case of some of them, very distinguished 
positions in world marketing today, simply by the importation of management? 

Mr. Bryce: I do not know enough about this to wish to venture an opinion. 

Co-Chairman Senator CROLL: I will ask a question about which you do 
know something—a great deal. 

The recent report issued by the Government indicated that the gross 
national product had dropped some percentage. Is that a matter of concern, or 
undue concern, or would you like to comment? 

Mr. Bryce: The total did not drop, sir. You are referring to what came out 
on Tuesday morning? 

Co-Chairman Senator CROLL: Yes. 

Mr. Bryce: The figure for the gross national product at market prices, 
seasonally adjusted at annual rates, shows for the second quarter of this year, a 
rate of 57.008 billion a year. That is a figure of great precision for a preliminary 
figure. 

For the first quarter, it was 56.112 billion. So the rate has increased. But 
the rate of increase has fallen off somewhat. 

Between the fourth quarter of last year and the first quarter of this year, 
there was a very rapid increase. Now the increase is more moderate. 

I think the main point is that the rate of increase, between the last quarter 
of 1965 and the first quarter of 1966 was so prodigious that it could not possibly 
have kept on. It is just exactly what we expected, that the rate of increase 
would fall back to a more reasonable level. 

Co-Chairman Senator CROLL: I see. 


Mr. Bryce: It is still going up, but it is going up by 1.6 per cent, between 
the first and second quarter. That is not a bad rate of increase. 

Mr. Bett (Saint John-Albert): What would make it prodigious in one 
quarter as you mentioned and not the other? 

Mr. Bryce: I do not know why there was a big increase between the fourth 
quarter of 1965 and the first quarter of 1966. There are a whole lot of detailed 


considerations. There are also problems, I suspect, in the seasonal adjustment of 
these figures. 


We have been taking various measures to maintain employment in the 
winter, and I do not feel full confidence that our seasonal corrections adequately 
take this into account. 

There are a lot of influences that come into play, in the first quarter of this 
year as compared with last year. Mr. Rubinoff reminds me that Ontario had 
announced that it was going to increase its sales tax before it did so, and people 
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went out and bought things in anticipation of that increase, which had an 
influence. 

Our exports to the United States increased very substantially in that 
quarter. But one would need to make a thorough study of that, to explain why 
there was that abnormal difference. Does that answer it? 

Co-Chairman Senator CROLL: Yes, quite. 

Co-Chairman Mr. BAsrorp: There being no further questions, I would like 
on behalf of the committee, Mr. Bryce, to express to you and to the members of 
your staff our very great thanks and appreciation for your coming here today 
and giving the statement that you have given. I know that the sittings of the 
committee caught you and your department at a bad time, and thus threw a 
very heavy and extra burden on you to come before us. We do appreciate it 
very much. 

Mr. Bryce: Thank you, sir. 


Co-Chairman Mr. Basrorp: The committee will meet at 9 o’clock tomorrow 
morning and the steering committee will meet now. 


Whereupon the committee adjourned. 
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THURSDAY, SEPTEMBER 29, 1966 


JOINT CHAIRMEN 
The Honourable Senator David A. Crol] 
and 


Mr. S. Ron Basford, M.P. 


WITNESS: 


Professor E. P. Neufeld, Dept. of Political Economy, 
University of Toronto. 


ne ees 


ROGER DUHAMEL, F.R.S.C. 
QUEEN’S PRINTER AND CONTROLLER OF STATIONERY 


OTTAWA, 1966 
24051—1 


MEMBERS OF THE SPECIAL JOINT COMMITTEE OF THE 
SENATE AND HOUSE OF COMMONS ON CONSUMER CREDIT 
(PRICES) 

For The Senate 
Hon. David A. Croll, Joint Chairman 


The Honourable Senators 


Carter McDonald (Moosomin) 

Croll McGrand, 

Davey O’Leary (Antigonish-Guysborough) 
Deschatelets Thorvaldson 

Hastings Urquhart 

Hollett Vaillancourt—(12) 


For The House Of Commons 
Mr. S. Ron Basford, Joint Chairman 
Members of the House of Commons 


Allmand Irvine 
Andras Leblanc (Laurier) 
Basford Lefebvre 
Bell (Saint John-Albert) Macdonald (Rosedale) 
Cameron (Nanaimo-Cowichan- Mandziuk 

The Islands) Matte 
Cashin McCutcheon 
Clancy Nasserden 
Coates Olson 
Crossman Otto 
Deachman Ryan 
Duquet Saltsman—(24) 
Hees 


36 members 


Quorum 7 


SUPPLEMENTARY ORDERS OF REFERENCE 


Extract from the votes and proceedings of the House of Commons, September 
9, 1966:— 


“Mr. Sharp, seconded by Miss LaMarsh, moved,—That the Joint 
Committee of the Senate and House of Commons appointed by this House 
on March 15, 1966, to enquire into and report upon the problems of 
consumer credit, be instructed to also enquire into and report upon the 
trends in the cost of living in Canada and factors which may have 
contributed to changes in the cost of living in Canada in recent months; 


And that a Message be sent to the Senate to acquaint Their Honours 
thereof and to request the concurrence of that House thereto. 


And the question being proposed; 


Mr. Pickersgill, seconded by Mr. MclIlraith, moved in amendment 
thereto,—That the motion be amended by striking out the words “by this 
House on March 15, 1966,” where they appear in the second line thereof 
and by inserting in the motion as the second paragraph the following: 


“That the Committee have leave to sit notwithstanding any ad- 
journment of this House;”’. 


And the question being put on the said amendment, it was agreed to. 
After debate on the main motion as amended, it was agreed to.” 


LEON J. RAYMOND, 
Clerk of the House of Commons. 


Extract from the Minutes of the Proceedings of the Senate, September 13, 
1966 :— 


“The Honourable Senator Connolly, P.C., moved, seconded by the 
Honourable Senator Hugessen: 


That the Senate do agree that the Joint Committee of the Senate and 
House of Commons appointed to enquire into and report upon the 
problems of consumer credit, be instructed also to enquire into and report 
upon the trends in the cost of living in Canada and factors which may 
have contributed to changes in the cost of living in Canada in recent 
months; and 

That a message be sent to the House of Commons to acquaint that 
House accordingly. 

After debate, and— 

The question being put on the motion, it was— 

Resolved in the affirmative.” 


J. F. MacNEILL, 
Clerk of the Senate. 
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MINUTES OF PROCEEDINGS 
THURSDAY, Sept. 29th, 1966. 


Pursuant to adjournment and notice the Special Joint Committee on 
Consumer Credit (Prices) met this day at 9.00 a.m. 


Present: For the Senate: The Honourable Senators Carter, Croll (Joint 
Chairman) Hastings, McDonald (Moosomin), McGrand, O’Leary (Antigon- 
ish-Guysborough), Thorvaldson and Vaillancourt.—8 


For the House of Commons: Messrs. Allmand, Basford (Joint Chairman), 
Bell (Saint John-Albert), Cameron (Nanaimo-Cowichan-The Islands), Clancy, 
Olson, Otto and Saltsman.—8 


In attendance: Dr. R. Warren James, Special Assistant; Mr. Marcel J oyal, 
Q.C., Associate Counsel; Mr. Jacques L’Heureux, C.A., Accountant. 


Professor E. P. Neufeld, Department of Political Economy, University of 
Toronto, was heard. 


At 1.15 p.m. the Committee adjourned until Tuesday next, October 4, at 
9.00 a.m. 
Attest. 
John A. Hinds, 
Assistant Chief, 
Senate Committees Branch. 
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THE SENATE 


SPECIAL JOINT COMMITTEE OF THE SENATE AND 
HOUSE OF COMMONS ON CONSUMER CREDIT 


EVIDENCE 


OTTAWA, Thursday, September 29, 1966. 


The Special Joint Committee of the Senate and House of Commons on 
Consumer Credit met this day at 9 a.m. 

Senator David A. Croll and Mr. Ron Basford, M.P., Co-Chairmen. 

Co-Chairman Senator CrRouL: I see a quorum, and I call the meeting to 
order. Dr. Warren James, our special assistant, has a statement to make in 
connection with the meetings, which will be of interest to you. 


Dr. Warren James, Consultant, Special Joint Committee on Consumer Credit: 
Gentlemen, the present schedule of meetings can be summarized as follows: 

On the morning of October 4th, next Tuesday, the Department of 
Agriculture will make a general statement on the agricultural situation, and 
this will be supplemented by a particular review of the situation in poultry 
products. We expect that Mr. Davey, the Director of the Poultry Division, will 
be the subject matter specialist. 

Then on Thursday morning Mr. Ralph Bennett, of the Livestock Division 
will be dealing with the situation in the various livestock markets. 

On Thursday afternoon Mr. H. K. Leckie, General Manager of the Meat 
Packers’ Council of Canada, will come to outline what the trends have been in 
the meat packing industry. 

Then on Tuesday morning, October 11th, the Department of Agriculture 
will deal with the dairy products situation. 

In the afternoon of Tuesday, October 11th Mr. Rasminsky, the Governor of 
the Bank of Canada, will deal with the general question of monetary policy in 
Canada. 

On Thursday, October 13th, in the morning, again we will hear from the 
Department of Agriculture, on the fruit and vegetable situation. 

In the afternoon of October 13th Mr. Alan Holmes and his staff wil] give an 
exposition of the consumer price index, its composition and behaviour. Mr. Alan 
Holmes is the Director of the Prices Division of the Dominion Bureau of 
Statistics. 

Then in the following week, beginning on Monday, October 17th, we have 
invited representatives of the major retail chain stores to appear, but the 
precise timing is not yet fixed. 

Then in the following week, beginning on Monday, October 24th, we expect 
to have a representative group of wholesale grocers appear to give their views 
on what the present situation is. 

That takes the schedule up to October 27th, and there are some other 
hearings planned, but the precise dates are not yet established. 

Co-Chairman Senator CROLL: Gentlemen, we are privileged this morning to 
have as our witness Professor Edward Neufeld who was born and grew up in 
Saskatchewan. He is a graduate of the University of Saskatchewan with the 
degree of Bachelor of Arts, with honours, in Economics. 
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He went to the London School of Economics and Political Science on a 
scholarship and was graduated from it with the degree of Doctor of Philosophy 
in Economics in 1954. His Ph.D. thesis was published in revised form under the 
title “Bank of Canada Operations and Policy”’. 

Professor Neufeld worked with the Bank of England for about two years, 
and then accepted an appointment in the Department of Political Economy of 
the University of Toronto in 1955, and at present he holds the position of 
Professor of Economics in that department. 

His area of special interest is monetary economics, capital markets, and 
economics stabilization policy. He has written numerous articles in the general 
area, and recently compiled the volume ‘Money and Banking in Canada”’. 

He was recently at the University of Saskatchewan where he partook in the 
discussion on consumer credit. I heard him with a great deal of interest and 
suggested he might be helpful to this committee. 

Professor Neufeld? 


Professor Edward P. Neufeld: Thank you, Mr. Chairman. It is a great 
honour for me to appear before this important Joint Committee of the Senate 
and the House of Commons. The committee, I understand, has recently been 
instructed to “...enquire into and report upon the trends in the cost of living in 
Canada and factors which may have contributed to changes in the cost of living 
in Canada in recent months...” I have no doubt that its deliberations will lead 
to a fuller and more general understanding of the true nature of this important 
economic issue. 

I was asked if I would direct some of my comments towards the matter of 
external influences on the cost of living in Canada. This I am pleased to do. 
Since I had only about a weekend in which to prepare these comments, you will 
forgive me if they are brief. For that matter, you might even thank me. 

What I would like to do is, first, to compare Canada’s recent price increases 
with those of a number of other countries, and then outline the implications for 
Canada of international price increases and comment on the significance of 
those implications for Canadian economic policy, after which I want to go on to 
compare Canada’s price experience with that of the United States, and, finally, I 
would like to offer some views on the appropriations of current Canadian 
economic policy. 

Our discussion of the problem of inflation in Canada might gain a certain 
perspective if we begin by comparing Canadian price increases with those of a 
number of other countries. I refer you to Table I at the back of these comments, 
in which I have listed 27 countries in ascending order of the cost of living 
increase they experienced from May 1958 to May 1966. As you can see, in the 
first column the table shows the percentage increase in the cost of living each 
country experienced over that period. The second column shows the increase 
over the most recent twelve months period. 

The countries listed, as you can see, include all those of Western Europe, 
North America, some of the larger or more wealthy Commonwealth countries, 
some other countries with which Canada has close trade ties such as Japan, and 
a few others. 

I think two rather interesting points emerge from the comparisons outlined 
in that table. First, the increase in the cost of living in Canada from 1958 to 
May 1966, which amounted to about 15 per cent, was smaller than in any other 
country shown except for the United States, in which the cost of living rose by 
12 per cent. If you go down the list you can see that there is a wide range in the 
distribution of the percentage increases in prices. All the European industrial 
countries, which for some purposes might be appropriate comparisons, have 
experienced price increases well in excess of the price increases in Canada. 


CONSUMER CREDIT 113 


The second point that emerges is that over the twelve month period ended 
May 1966 nine of the countries, including the United States, had a smaller 
increase in the cost of living than did Canada. Canada on that table is shown as 
having a cost of living increase of 4 per cent. I want to say straight away that 
this is as of May. If you take the most recent figure, that 4 per cent becomes 
closer to 3 per cent. So, things have not been getting worse; they have been 
getting a little better, and there will not be as many countries having a smaller 
increase than Canada in the last 12 months if we take the 12 months ending in 
August rather than in May. 

Obviously, by international standards, Canada has not had serious inflation 
over recent years. However, when it is remembered that Canada had substantial 
unemployment over some of those years—whereas many of the other countries 
did not—that the United States has had slightly lower price increases than 
Canada, and that in the last year or so prices have risen less in some other 
countries as well, it would seem that there are sufficient reasons for pursuing 
the matter somewhat further. I suppose one could summarize this by saying: 
Well, let us not get panicky, but let us look some more. First, however, I would 
like to outline why foreign price movements are important for Canada. 

When the prices of our imports rise because of inflation in other countries, 
or because of a devaluation of the Canadian dollar—a point to be made straight 
away—it will affect our cost of living directly because some of the goods 
imported are consumer goods. It will almost certainly affect them after a certain 
period of time through their effect on Canadian costs, since some of the imported 
goods enter into Canadian production cost. The latter may be viewed as a form 
of “cost-push” inflation—“import-price-push” alongside the more familiar 
forms of “wage-push” and “profit-push” inflation. While one cannot say with 
certainty by how much Canada’s consumer price index will rise as a result, 
say, of a one per cent rise in import prices—this, frankly, is quite a contro- 
versial area—with everything else remaining the same, it does seem that the 
relationship between the two is significant; at least, it seems to be to me. This 
seems particularly to be the case in the relationship between United States 
prices and Canadian prices. 

What this means then is that if Canada wishes to maintain a stable 
consumer price level when consumer prices in other countries are rising, it will 
actually have to pursue a policy of forcing domestic prices down so as to offset 
the effect on the price level of higher import prices. 

Now, you might think that such a policy would be a sensible one. The 
trouble is that it would seem to lead to two important consequences, and 
consequences which the nation might not at all be prepared to tolerate. These 
consequences relate to its effect on employment, and on the balance of interna- 
tional payments and exchange rate. 

There seems to be considerable evidence that because of numerous factors 
—such things as bottle necks, the nature of collective bargaining in wage 
determination, inadequate price competition in some sectors, and other rigidi- 
ties—it is at present possible to obtain complete price stability only with 
considerable slack or unemployment in the economy. Therefore, a policy of 
actually trying to drive domestic prices down to completely offset the effect of 
rising import prices might well lead to intolerably high unemployment. 

As I have already implied it would also lead to certain exchange rate and 
balance of payments consequences. In the short-run the “tight money” policy 
that it implies would cause a capital inflow, and, with a fixed exchange rate, 
would require an accumulation of exchange reserves; while after a period, when 
Canadian prices had fallen well below those of other countries, it would lead to 
a need to accumulate reserves or export capital because of exports exceeding 
imports. 
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Now, a policy of continuously accumulating reserves or exporting capital is 
neither practicable nor desirable on economic grounds. It would reduce the rate 
of real capital formation in Canada and so reduce Canada’s rate of real 
economic growth. Chances are that a policy of building up such an export trade 
surplus would create upward pressure on the Canadian dollar to the point that 
upward re-evaluation would become necessary, since continuous accumulation 
of reserves would not be possible. If that were to happen then the increase in 
the exchange rate would provide at least partial protection against foreign price 
increases, making possible a less restrictive domestic policy. What the chances 
would be of having adjustments in the exchange rate by letting it float or 
otherwise managing it, so that it would just exactly neutralize the impact on 
Canada of foreign price increases, cannot be known. I doubt that they would be 
very great. 

In any case, it must be emphasized—and I think this is the main point to be 
made here—that that happy state will only have been reached after a period of 
domestic deflation and unemployment. At least, in my view, the chances are 
that this is about what would happen. 

One conclusion that follows is that a policy of completely shielding the 
Canadian price level from the effects of higher import prices, in a world in 
which those prices seem to be rising persistently, would probably involve 
accepting a higher level of unemployment than would otherwise be the case, 
and eventually would require a quite different exchange rate system than the 
one Canada has now. 

The question I ask is, what does this imply for Canadian economic 
stabilization policy? It implies that as long as world prices are rising, Canadian 
stabilization policy should probably not be so restrictive as to create price 
stability in Canada. In place of the phrase ‘world prices” we might just as well 
have used “U.S. prices” because of the predominant influence of the latter on 
Canada’s import prices. 

At the same time, to permit Canada’s prices to rise persistently faster than 
world or U.S. prices would eventually lead to the reverse of what I have 
already outlined, that is, flight of capital, loss of reserves, increased trade deficit, 
further loss of reserves, exchange rate devaluation. 


So that barring certain peculiar or special situations in Canada or the 
United States, and such other situations one can always think of that might 
interfere with the general processes I have referred to and assuming that 
Canada on the one hand does not wish to pursue a policy of higher unemploy- 
ment and upward drift of the exchange rate, or, on the other hand, one of 
persistent exchange rate devaluation, its minimum price objective over the long 
term should be to keep prices in line with U.S. prices. 


With these general points in mind, permit me now to explore the matter of 
Canada and U.S. price experience somewhat more closely than I have done up 
to this point, so as to obtain a better impression both of Canada’s price 
experience, of the forces that have been behind it, and of the extent to which 
Canada has met the minimum price objective referred to in the preceding 
paragraph. 

Reference here should be made to Table II. Table II shows that from 1958 
until August 1966 Canadian consumer prices rose by almost 16 per cent, and 
U.S. consumer prices by 13 per cent. That is not a very big difference. Column 6 
of that table shows further that since January of 1966 there has been no 
additional deterioration, that is, increase in Canadian consumer prices in 
relation to U.S. prices. Since January the ratio has been 102.5 somewhat 
consistently. So it was from 1963 to January 1966 that the deterioration 
occurred. Since January 1966 there has been no further deterioration of 
Canadian consumer prices in relation to U.S. consumer prices. 
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Examining the movement of the wholesale price index we find that from 
1958 to August 1966 these prices rose by 14.3 per cent in Canada and by 6.1 per 
cent in the United States—a more substantial difference. However, column (3) 
suggests that the peak of the Canadian price deterioration was reached in 
February 1966. It was in February 1966, as you can see from column (3) that 
the ratio of Canadian wholesale prices to U.S. wholesale prices was 108.6, and 
after that it has come down from that high ratio. After the early part of 1966 
U.S. prices rose faster than Canadian prices, so that the August 1966 Canada- 
U.S. wholesale price relationship was about the same as it had been since 1963. 

If you look at the ratio in column (3), it shows that from about 1963, 1964, 
1965 the ratio was about 107.5 and 107.6, whereas in 1966, right at the bottom of 
the column, it was 107.7—not very different; so there has not been much change | 
since 1963. 

Before I comment specifically on why Canadian prices have risen more 
than U.S. prices, it may be worth showing how some of the components of the 
consumer and wholesale price indexes have moved in the recent past. 

Actually, we are going to hear a lot more about this, and I will not bother 
to pursue it now, but reference here should be made to Table III. 

The most significant generalization that can be made is that with the 
exception of consumer durable and non-durable goods, the major consumer and 
wholesale prices all rose more in Canada than in the United States. The greater 
increase in Canadian farm product prices as compared with those of the U.S. is 
to be noted, as is the greater price in the price of consumer services and 
industrial goods in general. Building material prices in Canada rose more than 
wholesale prices in general. 

The figure for farm prices, you should not take seriously, because U.S. 
prices were very high in 1958. However, I put it in for the sake of completeness, 
but ask you not to take that relationship seriously. 

It seems therefore that whatever was the cause of higher prices in Canada, 
it was one that spread its effect fairly widely among the wholesale and retail 
goods and services, excluding only consumer durables and consumer non-dura- 
bles, except food, which together account for 43 per cent of the consumer price 
index. It was not just food that rose in price, but also a number of industrial 
and consumer goods and services. 

Forces behind the price increases: Earlier I noted that it was from 1960 to 
1963 that Canadian wholesale prices rose substantially more than U.S. whole- 
sale prices, as is shown in Table II. 

Now, I would point out that column (7) of that table shows that over the 
same period import prices took their big jump, and columns (8) and (9) show 
that back of that increase in import prices was the devaluation of the Canadian 
dollar; from 1960 to 1963 wholesale prices rose by 6 per cent, import prices by 
12 per cent and the U.S. dollar in terms of the Canadian dollar by 11 per cent. 

Furthermore, over that period unemployment remained high, as is shown 
in table 4, where I show the unemployment level in Canada and the United 
States, suggesting no real scarcity pressures in the economy; and from 1958 to 
1962 there was no more improvement in the level of unemployment in Canada 
than in the United States which would seem to imply that the relatively greater 
price movements in Canada were not explained by any swifter movement in 
Canada toward a situation of scarcity than in the United States. For all these 
reasons it seems plausible that the initial Canadian price deterioration vis-a-vis 
U.S. prices, that is, the rise in wholesale prices from 1960 to 1963, arose 
essentially from the devaluation of the Canadian dollar. It seems also that after 
the devaluation had been completed there was no further deterioration in 
Canadian wholesale prices on balance in relation to U.S. wholesale prices. 

I have to admit frankly that in the last year or two there has been some 
controversy on the effect of import prices, including the dollar devaluation, on 
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price levels in Canada. From all the evidence I see, and from the way the 
statistics look, it seems to me that devaluation did have a significant effect on 
Canadian prices, and particularly in the first instance on wholesale prices. 


After the devaluation, and possibly in part because of it, another factor 
seems to enter the scene to help explain why Canadian prices (this time 
consumer prices) rose faster than U.S. prices: this factor is the more rapid move 
toward full employment and economic scarcity in Canada than in the United 
States. Would you turn to table 4, column 3, which shows the ratio of Canadian 
unemployment to U.S. unemployment. It shows that from 1958 to 1962 the 
Canadian and U.S. unemployment situations remained very similar. However, 
beginning in 1963 and continuing on until about October 1965 Canadian 
unemployment declined substantially faster than U.S. unemployment. Since 
considerable evidence has been accumulated that suggests there is a close 
relationship between the relative level of unemployment and the rate of 
increase in prices, it also seems plausible that Canadian prices rose faster than 
U.S. prices because of the more rapid move to low unemployment levels in 
Canada than in the United States. 


Since October 1965 the aforementioned trend was reversed, as you can see 
again from table 4, column 6, with Canadian unemployment tending to rise on 
balance and U.S. unemployment down slightly, although stable since about 
January 1966. It will be recalled that since January 1966 Canadian consumer 
prices have not risen faster than U.S. consumer prices. 


Why is it that there is an apparent relationship between the relative level 
of unemployment and the rate of increase of prices? No one knows for sure, but 
it seems sensible to think that it probably arises from. increased bargaining 
power of labour as labour gets scarce; the appearance of supply bottlenecks 
which cause certain prices to rise while sticky prices generally prevent an 
offsetting fall in other prices; and the increased ease with which business can 
raise prices when supplies are short, and particularly in industries in which 
there is inadequate competition. Unfortunately I have not had the time to 
estimate the relative importance of these various influences, for it is a very 
complex task. However, I understand that the Economic Council of Canada is 
working in this area. I have no doubt that, when representatives of the 
Economic Council speak to this committee, they will enlighten the committee on 
this very important subject matter. For what it is worth it may be noted that 
from 1958 to April 1966 average hourly earnings in manufacturing in Canada 
rose 4.1 percentage points more than in the United States, while consumer 
prices rose 2.5 percentage points more. Even if productivity increases in 
Canadian manufacturing were as high as those in the U.S., this might sug- 
gest—and I put it no more strongly than that—that wage increases here have 
tended not merely to match productivity increases and consumer price in- 
creases, but to exceed them. It is to be noted that average hourly earnings in 
manufacturing in Canada really began to move ahead of those in the U.S. in 
1965 and early 1966. Whatever effect recent very substantial wage increases will 
have on this trend cannot yet be seen in the figures that are available. 

To summarize, it seems to me that the greater increase in prices in Canada 
than in the United States stems largely from the devaluation of the Canadian 
dollar, and the rapid acceleration of business in Canada, in comparison with the 
United States; and that in recent months the increase in wages in Canada in 
relation to those in the United States may have produced an inflationary effect 
through cost-push processes. 

I suppose it is pertinent to ask now whether Canada should have devalued 
the dollar and suffered the price increases. Since those price increases in 
relation to U.S. price increases have not been all that large in the consumer 
field, not a strong case against devaluation can be made on that score, perhaps. 
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However, crude figures suggest—and I am sure that the Economic Council will 
provide better figures—that since 1963 unit labour costs in Canadian manufac- 
turing have risen by perhaps 3 per cent or 4 per: cent. more than in U.S. 
manufacturing which, if true, would mean that Canada is gradually losing 
whatever advantage it gained from devaluation. In this way we are “revaluing” 
our dollar through permitting our costs and prices in Canada to rise relative to 
those in the United States. 

If the Government permits that process to continue it is implicitly admit- 
ting that it was a mistake to fix the dollar permanently at U.S. $.925; or if it 
argues that it was not a mistake, it has to accept the possibility that the value of 
the dollar has now been weakened; or finally, and alternatively, it has to admit 
that it was prepared to fix the dollar at an arbitrarily low value, accept the 
temporary (and beggar-thy-neighbour) advantages of such a move, and permit 
those advantages to disappear and the rate to be readjusted by domestic 
inflation of prices and costs. When these alternative explanations are contem- 
plated it no longer seems so certain that it was good for Canada to devalue the 
dollar and permanently fix its rate of exchange, and endure the increase in the 
Canadian price level that it involved. I have not said nearly all that could be 
said on that score, but I think it is an issue that the nation should face directly. 

What are the Implications for Economic Policy? We have noted that in 
recent months Canadian prices have not been rising faster than U.S. prices. We 
have also noted that in recent months the Canadian economy has not been 
speeding ahtad of the U.S. economy as it did earlier. A whole host of indicators, 
which I will not outline here, suggest that there has been a slowdown of 
consumer and capital spending. A combination of monetary restraint (including 
very high interest rates) and the restraint of a persistent increase over the last 
several years in the Government sector surplus (on a national accounts basis) 
seem to have brought excess spending under control. There does not at present 
seem to be any need to press restraint further, but at the same time it would in 
my view be permature at this stage to assume that an economic down-turn is 
imminent and that monetary and fiscal policy should be made easy. Such a 
move, if the forecast proved wrong, would form the basis for a renewed round 
of inflation. As far as ““demand-pull” inflationary forces are concerned, policy at 
present, in my view, should be one of wait and see—and this does not mean for 
a long period of time, because conditions can change quickly. 

This, however, should not be the policy with respect to ‘cost-push” 
inflation. I have suggested that over the last year or SO wage increases may well 
have tended to exceed productivity increases and past consumer price increases 
combined—while acknowledging frankly both the inadequacies of the statistics 
and the complexity of the wage-cost-price relationship. I do not think definitive 
answers as to the nature and relevance of that relationship will soon be 
forthcoming, although I think we might know more about it fairly soon. For this 
reason I think Canada should assume that “cost-push” inflation is a problem 
and should begin developing a system of techniques to deal with it. It is quite 
conceivable that its record vis-a-vis the U.S. with respect to price increases 
would have been better in the past and would be better in the future if a 
system of wage-price guidelines had existed. 

The main advantage I see of a system of wage-price guidelines is that it 
would encourage intelligent discussion of the relevant economic issues between 
management and labour. It would not be a system that would replace fun- 
damentally the present approach to wage and price changes. One part of such a 
program should be a detailed and regular report, with appropriate charts, and 
widely distributed, of the price changes that industry has effected. A way 
should be found—and I am not convinced this is perhaps the best way—to bring 
public opinion closer to the price-setting practices of all industries. 
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No longer is it a matter of arguing whether government should become 
involved in the procedure. It has already become deeply involved, both through 
the incredible wage settlements of recent months, and through its action 
concerning steel prices. It is now a matter of whether that involvement will be 
haphazard, probably ineffective and possibly damaging to the flexibility of the 
price-oriented economy, or whether it will be systematized, essentially in 
harmony with the character of the economy, and effective in reducing “cost- 
push” inflationary forces. 

If you wish, I will just quickly run through the main points I have been 
trying to make. There are eight of them. 

1. By international standards Canadian prices have been remarkably stable, 
but they have risen more than U.S. prices. 

2. Foreign price increases, particularly U.S. price increases, tend to push up 
Canadian prices. 

3. Unless special situations exist, to try to insulate Canadian prices from 
U.S. price increases would probably lead to increased unemployment and slower 
economic growth in Canada. 

4. Therefore a rule of thumb, albeit a crude one and open to exceptions, for 
our policy makers should be to keep Canadian prices and costs in line with U.S. 
prices and costs. 

5. A number of Canadian prices over the last several years have increased 
more than U.S. prices, although in 1966 they for the most part have not done so. 

6. The main reasons for the faster increase in Canadian prices seem to have 
been the Canadian dollar devaluation and the more rapid move in Canada, until 
recently, toward full capacity including low unemployment. 

7. It seems both from statistics already available and from recent wage 
settlements that are not yet reflected in the statistics, that wage-push inflation 
may be a more serious problem in Canada than in the United States. 

8. While excess spending forces appear at present to be fairly well under 
control, it should not be assumed that new techniques will not be required to 
control ‘“cost-push” inflationary forces. Government should now move sys- 
tematically forward in this area rather than continue to pursue all ill-defined, 
unpredictable, and possibly ineffective approach to the problem. 

Thank you, Mr. Chairman. 

Co-Chairman Senator CroLL: I believe Mr. Olson has some questions to 
ask. 

Mr. Otson: I would like to ask Dr. Neufeld for a little explanation of what 
he says in his summary in paragraph 8, where he says that 

“spending forces appear at present to be fairly well under control.” 

Professor NEUFELD: Yes. 

Mr. OLSON: What leads you to believe that these spending forces, or excess 
spending forces, are now under control? Do the statistics indicate that this has 
dropped off recently or is this a diminution of the capital available for this? 

Professor NEUFELD: I think there are now a number of statistics that 
suggest that the rate of spending has levelled off. 

Mr. OLSON: Since when? 

Professor NEUFELD: I would say since about February or March. I think 
that this began with weakness in housing, which extended it to weaknesses in 
other durable goods. It also, then, went into cars. Since about the beginning of © 
this year there has been weakness in cars, and for the last 5 or 6 months there 
has not really been any further increase in the level of non-residential building — 
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permits, which leads me to believe that now, probably, there has been a 
slowdown even in non-residential construction. 

Therefore, I think that it is now doubtful that the Spending Intention 
Survey that was published at the beginning of the year is going to be met. For 
all these reasons, including now the second quarter national accounts statistics 
—a copy of which did not reach me before I came to this Committee, but a 
report of which I read in the newspapers—including, I would say, the national 
accounts, I suggest that there was very little real growth in the second quarter. 

Senator THORVALDSON: This is supplementary. Does that apply to both the 
consumer field and the capital goods field? 

Professor NEUFELD: The rate of increase has levelled off in particular areas 
in the consumer field which have declined substantially, such as cars and certain 
housing. 

Mr. CAMERON: Professor Neufeld, I am rather interested to see that you 
appear to think that the American rising prices have had a definite effect on 
Canadian increases in prices. Is that right? You made a study, I believe, for the 
Porter Commission on this question. 

Professor NEUFELD: Not on this question, no. Let me say that the point I 
was making was that foreign price increases that come about either through 
foreign prices rising in other countries or through the devaluation of our 
Canadian dollar, foreign price increases arising from either one of those causes, 
will have an important effect on the Canadian price level, and, as I have 
explained, it seems to me in the last months that it is really an increase in 
foreign prices arising from devaluation of our dollar that has been important. 

Senator THORVALDSON: May I comment on that. 

Co-Chairman Senator Croui: I believe Mr. Cameron has a series of 
questions. Will you just wait until he finishes? 

Mr. CAMERON: Then you state that one of the results, probably, of 
attempting to keep Canadian prices on an even keel with American prices may 
well be increased unemployment and lower economic growth in Canada. In 
your third conclusion you say that. 

“unless special situations exist, to try to insulate Canadian prices from 
U.S. price increases would probably lead to increased unemployment and 
slower economic growth in Canada.” 


Professor NEUFELD: To insulate them from, not to keep them the same as, 
U.S. price increases. To protect them from U.S. price increases. 

Mr. CAMERON: How would you propose to protect them from U.S. price 
increases? By increased unemployment? 

Professor NEUFELD: The point is that, if U.S. prices are rising, for whatever 
reason, and if we decided that we wished to protect our prices from their price 
increases, we would have to force Canadian prices down, because our import 
costs would be rising. How would we force Canadian prices down? Presumably 
by higher taxes, tight money and so on, and this would lead in the first instance 
to more unemployment. 

Mr. CAMERON: So that is not a policy that you advocate. 

Professor NEUFELD: No, it is not. 

Mr. CAMERON: In No. 8 of your summary and conclusions you appear to be 
speaking of the efforts that have been made by the government to control 
certain price increases. I presume you have reference to Mr. Sharp’s persuasion, 
as he calls it, with regard to the steel companies. Is that correct? Then you 
suggest that the government “should now move systematically forward in this 
area rather than continue to pursue an ill-defined, unpredictable, and possibly 
ineffective approach to the problem.” 
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I said yesterday that these were ad hoe and precarious measures. At that 
time I was suggesting to the Deputy Minister that it was extremely dangerous 
for the government to rely on these ad hoc precarious moves, and that they 
should, as you say, move systematically forward. 

How would you suggest that they move systematically forward? Would 
you agree that they might consider the possibility of the imposition of price 
controls on basic commodities, the costs of which enter into all other costs. 


Professor NEUFELD: No. 
Mr. CAMERON: What else would you suggest? 


Professor NEUFELD: I would oppose strongly a system of price controls. I 
think they will not work and are undesirable even if they did work. 

Mr. CAMERON: Then, what do you propose? 

Professor NEUFELD: Let us face it, we are entering a new field, a new area, 
and we do not know what will work. The point I am trying to make is that we 
should start something in a systematic manner and see if it will work or not, 
and— 

Mr. CAMERON: What if it will not work? 

Co-Chairman Senator CroLL: Mr. Cameron, perhaps you would let him 
finish. 

Mr. Cameron: All right. 

Professor NEUFELD: The policy that I would favour, sir, is the one that 
would begin with the establishment of wage price guidelines that, in terms of 
impact on the public, would be very much the same as the U.S. wage price 
guidelines. The advantages that I would see arising from such guidelines—not 
controls, but guidelines—are that individual companies and industries and 
unions would have to justify their demands and their price policies in the light 
of guidelines that competent and well-respected experts have established. The 
thing often forgotten about the U.S. guidelines is that they were not established 
by the United States’ President. In fact they were the outcome of a series of 
studies by the Council of Economic Advisers, and for the most part lI think the 
people on the council, at least in recent years, have been highly respected 
experts, and if a company or a union wishes to move against the advice of the 
council, they will at least have to marshall acceptable arguments, and I think 
that the same could happen here in Canada. 

Another point I would make is that it has recently been suggested that 
because there are cases such as the air line machinists’ case where wages were 
in excess of the guidelines, that the guidelines are not working. I disagree. The 
settlement there, a 4.9 per cent settlement, is quite different from the kind we 
have been getting in Canada. It would seem to me that here is a case of the 
impact of the guidelines in influencing settlements that could be rational and 
acceptable on economic grounds. The same thing is happening on the pricing 
side; the fact that some prices have been rolled back is, in my view, a very good 
thing because it has more and more put the onus on business to justify this 
price increase on the basis of the guidelines established by people who are 
regarded as competent in the field. 

Mr. CamERoN: Would you tell me, Professor Neufeld, what has been the 
overall effect in the United States, considering the continuing reports of concern 
on the part of the American administration—there was another one this 
morning but you may not have seen it yet—of a continuing inflationary 
pressure in the United States and the recent move of the President in regard to 
interest rates to be paid? Does that indicate the success of the guidelines? 

Professor NEUFELD: I don’t think it indicates failure. The experience there 
has been better than it has been in Canada. We must keep in mind that we are 
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dealing with a complex matter, not a single one. We must also remember that 
the United States’ economy had been accelerated because of new military 
commitments in Viet Nam in a way that the Canadian economy has not been. 
The result of that new military commitment is a unique factor in the United 
States economy. Furthermore, the United States has in recent years become 
accustomed to a very slow price increase and the fact that there has been some 
greater price increase in recent months is naturally attracting a good deal of 
attention and concern. 

Mr. CAMERON: How do you explain the recent quite disastrous develop- 
ments as far as my province, British Columbia, is concerned in the very drastic 
decline in the market for forest products from the British Columbia industry in 
the United States? This is now causing very severe layoffs in British Columbia. 
Apparently the stimulus of further expenditure in the United States has not had 
the effect you suggest and demand has gone down in these various products. 


Professor NEUFELD: I am not an expert in the demand for forest products. I 
think there is evidence that the capital spendings boom is easing off, which 
would be in harmony with some softness in construction materials. I do not 
know the details of the British Columbia forest products industry, and I would 
be giving the wrong impression if I implied I did. 

Mr. CAMERON: "With respect to your contention which you reiterated in a 
number of places in your presentation regarding the serious effect of wage 
increases on the situation in Canada, could I refer you to the table prepared by 
the D.B.S. I do not know if you have it with you, but I know you have seen it. 
It is a table presented yesterday by the Deputy Minister of Finance, table No. 6, 
with regard to the per cent composition of gross national product. Mr. Bryce 
placed great emphasis on the fact that the component as supplied under 
“Wages, Salaries and Supplementary Labour Income” had remained almost 
unchanged from 1949, and this would seem to indicate that the share of labour 
has not increased at all in the gross national product. How does that square with 
what you have said? 

Professor NEUFELD: That is a very good point. It illustrates nicely the 
futility of the attempts on the part of labour and management to try to change 
their share of the income. It is not the fact that permanent changes occur. The 
problem is that each side tries. to change its proportion, and in the outcome the 
only person that loses is the consumer, and no one gains. As I say, the only 
person who loses is the consumer and particularly the saver through increased 
prices. 

It is perfectiy true, and evidence in the United States proves the same 
thing, that in the end there is very little change in respect of income proportion. 
We are dealing with a dynamic situation here in that one side tries to change its 
share and the other side tries to balance it off, and then the first side again tries 
to change its share and the second side tries to balance it off again, and so on. 
This is the kind of process that might well be behind price increases. 

Mr. CAMERON: In view of the fact that we have had continual reports from 
the Economic Council of Canada of the existence in Canada of conditions 
approaching poverty among some 25 per cent of our population, then would you 
Suggest that the present share, or the way in which the national income is 
divided, is adequate for our social purposes? 

Professor NEUFELD: It raises another issue. The point is this: I do not think 
you are going to solve the poverty problem by changing factor income 
proportions because almost certainly the people who have a chance of improv- 
ing their position are not the poor people but the workers who belong to strong 
unions. So that if anybody gains, and I doubt if in the long term they will gain, 
it would be such people. May I add that if one is concerned with the problem of 
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redistribution of income, the technique for that is not changing income factor 
proportions, it is through social welfare measures. 


Co-Chairman Senator CROLL: The minimum annual income helps in that 
situation, Mr. Cameron. I just wanted to get that plug in. 

Mr. CAMERON: On the other hand, Professor Neufeld, in the Province of 
British Columbia we have the highest wage levels in Canada and we also have 
the lowest incidence of this type of poverty of which I have been speaking. 
There seems to me to be some relationship. 

Professor NEUFELD: In that regard I suppose one would have to ask the 
question: Why is there more poverty in the Maritimes than in British Co- 
lumbia? As far as I have seen and from the studies I have read they seem to 
suggest that the reasons for poverty in the Maritimes have existed for many 
decades. I do not think it can be begun to be explained by the wage capital 
income proportions that might exist. The problem of regional poverty is not in 
any serious way related to the problem of these income proportions on table 6. 


Co-Chairman Senator CROLL: Senator Thorvaldson. 


Senator THORVALDSON: May I first say to Mr. Cameron that so many 
wealthy people from the Prairies go to British Columbia that the incidence of 
poverty is lessened there. 


Mr. Chairman, through you I want to say to our witness that I think his 
report is excellent and is most encouraging for this committee in many respects. 
I am quite amazed to find that we are so close to the United States in our 
consumer price index level when in fact I thought we were further away, but in 
that respect it seems we have stayed with the United States fairly closely up 
until 1964 as shown by table 2. Consequently, I am assuming, and I ask you, Dr. 
Neufeld, to comment on, the tremendous increase in the Index indicated as 
between 1965 and 1967 in Canada. 


Co-Chairman Senator CROLL: 1966. 
Senator THORVALDSON: In Canada it is from 110.9 to 114.5. 
Professor NEUFELD: Yes. 


Senator THORVALDSON: Which is about 3-1/2 per cent. Whereas in the 
United States it is much less, about 1.4 or so, I think. 


Professor NEUFELD: Yes, it is less. 


Senator THORVALDSON: Would that indicate that we are entering a phase of 
galloping inflation in Canada at the present time, which condition does not exist 
in the United States, and that being the problem of this committee? 


Professor NEUFELD: Well, if you will look down column 6, right to the 
bottom, where I show monthly figures for the year 1966— 


Senator THORVALDSON: On Table II? 


Professor NEUFELD: Yes. It shows the ratio of Canadian consumer prices to 
U.S. consumer prices has been stable since January. You are quite right, it was 
specifically in the year beginning 1964, perhaps, and then into 1965, and the 
average of the 1966 Index in that period that the Canadian prices rose faster 
than the U.S. prices. But at the same time it shows this deterioration vis-a-vis 
the U.S. ended about January, 1966. Since then our prices have not deteriorated 
more than United States prices. 

I think the pertinent question, therefore, is: Why was it we had this period 
from about 1963 to 1965, in effect, the end of 1965, when Canadian consumer 
prices rose faster than U.S. prices? I think that is the crucial question to ask, 
because after that Canadian prices did not rise faster than U.S. prices. 

I think there are three important factors back of that. I think that the 
wholesale price increase that occurred as a result of devaluation gradually 
worked its way through into the consumer prices. Second, there was a period 
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from 1963 to 1964 and 1965 when Canadian economic activity went quite a bit 
faster than U.S. economic activity, and unemployment dropped quite a bit more 
in Canada than the U.S., and I think this created price pressures in Canada that 
were greater than the price pressures in the U.S. The stability in the recent 
period—and it would be foolhardy to be specific about this, but one should 
notice that this rate of growth in Canada in relation to the United States has 
levelled off, and it might well be we are so far away from the devaluation now 
that whatever effect it has had on prices, has worn thin. So we may well be 
entering a period when the only thing left to worry about is the possible effect 
of very large wage settlements. 

Senator THORVALDSON: Another question, doctor, in regard to the devalua- 
tion of the Canadian currency. I suggest that the increase in the Canadian 
consumer price index as a result of the deflation seems to amount, from your 
figures at Table II, to about 3 or 4 per cent, or so, which would be approximate- 
ly one-third of the actual devaluation on the percentage basis. In other words, 
one might expect the devaluation—which actually was from the dollar at $1.03 
to the dollar at 924 cents— 

Professor NEUFELD: Yes, it works out to 10 per cent. 

Senator THORVALDSON: 11 per cent? 

Professor NEUFELD: Yes, almost 11 per cent. 


Senator THORVALDSON: One might expect the increase in the Canadian 
consumer price index to increase by 11 per cent as a result of devaluation, 
whereas it appears only to have increased by 3 or 4 per cent. 

Professor NEUFELD: I do not think you would expect it to increase by the 
whole amount of the devaluation, because imports do not account for all the 
goods bought in Canada. Their impact is smaller than that. Various estimates 
have been made. None of them, that I know of, is regarded as a final view on 
this question as to how much Canadian prices will rise if foreign prices rise. 

My own instinct tells me—and that is not a very reliable thing, but it tells 
me it might be in the nature of one-third or up to one-half. In other words, if 
foreign prices rise by one, Canadian prices will rise by, say, one-half merely 
because foreign prices have risen. Do not take this estimate seriously, but I 
think it is probably of that order. 

Senator THORVALDSON: I really do not know what relationship Mr. Cameron’s 
question with regard to the decline in exports of B.C. forest products has to this 
study, but would it not be accurate to say that is a case of pricing yourself out 
of a market? In other words, as I see it, there is tremendous additional 
competition in the forest products industry being provided by the pulp mills in 
the southeastern United States, and so on, and other places. Would you not say 
that is merely because of pricing yourself out of a market? 

Professor NEUFELD: I really do not know anything about the British 
Columbia pulp industry or the nature of its markets. I must say I do not think 
it would be very useful for me to imply that I did. 

Mr. ALLMAND: Professor Neufeld, I notice on Table III the prices that have 
increased the most have been with respect to building materials and then other 
services. You said that as far as you know there was no particular item that 
thrust up prices in Canada such as perhaps the Vietnam war did in the United 
States. But do you think perhaps from 1963 to 1966 that so many of our 
projects that are for Centennial—including, let us say in the Montreal area, 
Expo—could have had some effect on forcing up prices in the construction area 
and the services area? 

Professor NEUFELD: It is difficult to point at a particular thing. We know 


there was a time there in 1965 when the construction boom generally was 
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proceeding at an unsustainable pace. It was just going flat out at a rate that 
could not continue. 

If you start asking the question: What caused it? Well, the whole thing 
together caused it. It is true you had Centennial projects, but you had other 
things happening at the same time. I think I am right in saying that the 
proportion of capital expenditure in the Government sector has been rising for 
a little while. 

Co-Chairman Senator CROLL: Yes, that is true. 

Professor NEUFELD: I think they have been rising. 

Co-Chairman Senator CROLL: Yes. 

Professor NEUFELD: In that sense I think it would be a sensible statement to 
make that this general Government sector has been a factor behind the creation 
of an acceleration in capital spending that was unsustainable. 

Mr. ALLMAND: I want to deal a little further with the question asked by 
Mr. Cameron with respect to some way of controlling prices. 

On page 10, at the end of your second paragraph, you say: 

“A way should be found to bring public opinion closer to the 
price-setting practices of all industries.” 


I think you made the comment at that time, “but not this kind of a 
committee.’’? 

Professor NEUFELD: No. 

Mr. ALLMAND: You did not? 

Professor NEUFELD: No. I think the comment I made was that I was not 
quite sure the technique I proposed for doing this would be the appropriate one. 
What I had in mind was a simple publication with charts kept up to date which 
will show what prices are doing in various industries. I have from time to time 
been interested in this and every time I want to find something out I have to 
spend a day looking for it somewhere. 

Mr. ALLMAND: You said, in answer to Mr. Cameron, companies and unions 
would have to justify their position before they went beyond the guidelines. 
What group had you in mind? Do you envisage a price review board? 

Professor NEUFELD: Well, I think, as I mentioned before, this is an area in 
which one has to learn as one goes on. My hope would be—perhaps it is a futile 
one—that the justification in the first instance would be before public opinion. 
If the public has the information, and if it is known that the major price 
increases and wage increases must be justified on rational economic grounds, 
then in this way it might be that public opinion will have a greater impact on 
these prices. That is where I would start to try to bring public opinion to bear 
on the price setting and wage setting mechanism, and see if that works, and if it 
does not work then something in the nature of a wage review board and a price 
review board would be tried next. 

Mr. ALLMAND: I forgot to mention one other thing. I was looking for 
specific items that might have pushed up prices in the last few years, and I 
thought of centennial projects. I was wondering what you thought of our wheat 
sales in the farm sector, which have taken up nearly all of our crop. I was 
wondering what effect they might have had on food prices. 


Professor NEUFELD: They certainly had a good impact, coming from Sas- 
katchewan, on farm income. I see nothing wrong with this. I think this is a very 
good thing, but you would get much more useful answers from the representa- 
tives of agriculture who are going to appear before you. My instinct tells me: 
Yes, there is something in what you say, but I do not have the knowledge to 
support this instinct. 
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Co-Chairman Senator Croutu: Mr. Otto, and then you, Mr. Saltsman. 


Mr. Otto: Mr. Chairman, I should like to ask four questions. My first two 
or three questions will be dealing with your brief, Dr. Neufeld. You state on 
page 3 in this whole paragraph on import-price-push that inflation in the 
United States naturally has an effect on the prices that Canadians pay, but will 
you acknowledge that imports can be divided into two categories? There are 
those goods and services that we must import, and then there are those goods 
and services which we need not necessarily import and which are subject much 
more to the cost factor and to the question of whether Canadians can afford 
them. There are two classes within that one class that you are talking about, are 
there not? 

Professor NEUFELD: I would not myself support such a classification. When 
one uses the phrase ‘“‘some things that we must import’, I do not know in quite 
what sense it is used. It is true that we must import bananas because we do not 
grow them here, but, at the same time, why do we have to eat bananas? We can 
eat something else. I think that principle applies to almost anything you can 
think of. This business of our having to import something is, I think, not nearly 
as simple as that. 

I think what we have to do is say: “Look, we are a people who enjoy a 
certain level of income and a certain standard of living. Having this income 
level, there are certain things that we want to buy”. Within the terms of that 
simple proposition it is very difficult to say: “Therefore, let us not import that, 
but let us import this’. I think there is no rational foundation for saying that 
we must import that, but we need not import this. . 

Mr. Otto: I agree that there is no rational explanation, but let us take 
grapefruit and bananas, for instance. Our society is so geared today that one 
would think that without grapefruit and without other fresh fruit in the 
wintertime our children would not be getting proper nutrition, and so it is 
acceptable. In other words, you find it very difficult to convince Canadians, or 
any one on the North American continent, that these are not essential, whereas 
it would not be too difficult to convince Canadians that a trip to Florida is a 
non-essential thing or, in other words, that the money so spent is money spent 
elsewhere. I think there is a classification between those two. Or, you can put it 
in this way, that industry must import certain parts or production goods that 
are not available here. 

Professor NEUFELD: What do you say to the man who says: “‘Look, I have 
stopped eating bananas for three years, and saved up enough money to go to 
Florida’’? 


Mr. Otto: Let us suppose we say this, but there must be some division, 
Surely, in your thinking in connection with these essentials and non-essentials. 
Certainly, with respect to production goods and machinery that we do not have 
here—what percentage of our imports are subject to this import-price-push? 


Professor NEUFELD: I am being serious when I say that I do not think it 
makes sense to divide imports in that way. Take the case of machinery. You say 
we have to import machinery, but presumably if we were to devote enough 
resources in Canada to the problem we could make the machinery in Canada 
although at a higher cost. This is what one can say in the case of all our 
imports. I do not think I would wish to pursue any kind of a policy that 
controlled imports on the basis of what someone’s view is as to what we should 
have and what we should not have. I think this depends very much on the taste 
of the individual who does the importing. 


Mr. OTTO: We shall have to try to find out how influential on our price 
structure is this import-price-push. 
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Professor NEUFELD: I think it is quite significant. I cannot give you figures 
because no such reliable individual estimates exist, but on the basis of the 
estimates that have been made, and on the basis of the order of events as I have 
outlined in this paper with respect to devaluation, wholesale prices, and so on, I 
think that import prices have a substantial effect on domestic prices. Now, 
whether it means that for every one per cent that the import prices rise, 
domestic prices rise by one-half per cent, or a quarter per cent or three-quarter 
per cent, I do not know. 


Mr. Otto: On the next page you speak about tight money policy and the 
mobility of capital. In your opinion, just exactly how mobile and how fluid is 
capital, say, between the United States and Canada? 


Professor NEUFELD: It is probably the most mobile and most fluid thing we 
have got. That is why the rate of return on capital probably is so easily 
equalized. I think it is exceedingly mobile because we have no exchange 
controls, and because Canadians know Americans, and Americans know 
Canadians, and they all know each other’s investment opportunities, and 
because of the relationship between parent and subsidiary companies. For all of 
these reasons I think that capital is exceedingly mobile across the border. 


Mr. Otto: This is why I question it. In the past number of years, as you 
know, short-term money in Canada has been drawing anything up to pretty 
close to eight per cent, whereas short-term funds in the United States have kept 
pretty well below six per cent. Why is it that over the past five years this has 
not balanced out? If capital was indeed as fluid as it is presumed to be, why that 
discrepancy? Take mortgages, for instance. Going back five years previous to 
this they were still drawing in the United States 4.7 per cent, 4.9 per cent or 5 
per cent, and here they were drawing 6.2 per cent and 6.4 per cent. 

Professor NEUFELD: Of course, the rate of return as indicated by the rate on 
mortgages is decided partially by what investors regard as the risk involved. I 
am not proceeding to give you any facile answer, because you have asked a 
complex question to which there is no easy answer, but I would say this, that as 
long as you find that Canadian mortgages yield more or attract more than 
mortgages in the United States, and you still have a free flow of money between 
the two countries, then this difference would be explained by such things as the 
fact that Americans feel they must have a certain reward for the extra risk 
involved. They are taking an exchange rate risk when they come into Canada, 
and, perhaps, they inherently regard Canadian investments as being riskier. 
They perhaps regard a 6 per cent return on a mortgage in the United States as 
about the same as a 7 per cent return on a mortgage in Canada, because of the 
exchange rate risk and the risk of doing business here, and so on. 

But, on your point of relating short-term interest rates, there have been 
cases—and I suspect it is the case right now, although I have not looked at it 
over the last couple of weeks—there are some interest rates in Canada that are 
lower than short-term interest rates in the United States, so it is not always the 
case of all rates in Canada being higher than in the United States. 


Mr. Orto: But you will admit that the mobility of capital is subject to some 
psychological factors on the part of the people who control the capital? 
Professor NEUFELD: Oh, yes. 
Mr. Otto: That leads me on to my next question, which is in respect to 
your page 9, where it is stated: 
There does not at present seem to be any need to press restraint 
further, but at the same time it would in my view be premature at this 


stage to assume that an economic downturn is imminent and_ that 
monetary and fiscal policy should be made easy. 
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I agree with what you say, and my question is this. I think you will 
acknowledge that the psychological factor is one that is either inflation or 
depression. I think you also acknowledge that one never knows when investors 
turn panicky nor can you or anyone determine why the stock prices index is 
still going down or when it will drop or rise. So the question I have is this. 
Have you given thought or are you aware of any criteria that a government 
agency might have of evaluating this psychological factor so that they may 
know when to stop tight money and how quickly the reaction might be. Are 
there guidelines in this particular field? 

Professor NEUFELD: There are no simple guidelines. I think that the most 
encouraging feature I see, speaking as an outside observer, is that the opera- 
tions in Canada of the Bank of Canada seem to suggest that they are completely 
aware of this problem. I can think of two or three cases over the past several 
years when the capital markets were faced with events that might well have 
been disastrous. I am thinking in the one case of the Atlantic Acceptance 
episode and when the Bank of Canada pursued policies that countered this sort 
of crisis psychology that could have accumulated, and also thinking of the last 
several months when there seems if anything to have been some easing in the 
monetary position. 

So that all I can say is, there is no simple criterion for judging when this 
kind of scare, this fear, this crisis atmosphere, is getting out of hand. It seems to 
me that the Bank of Canada, which is most directly involved here, appears to 
understand the nature of the problem, and I think would in fact do what has to 
be done to make sure that it does not become serious in capital markets. 

Mr. Otto: Am I able to take it that you are confident that no one really 
needs fear an immediate recession as a consequence of this inflation? 

Professor NEUFELD: As a consequence of this sort of financial crisis condi- 
tion you have outlined, excluding any international liquidity problem—I hope 
we shall not have to discuss that dreadful area—but from the point of view of 
domestic financial crisis, I am confident that the monetary authorities would not 
permit it to develop. 

Mr. Otto: Then the farmers in the provinces of Saskatchewan and Alberta, 
for instance, should be able to get their machinery and equipment they have not 
been buying. 

Professor NEUFELD: They have been buying quite a bit, as a matter of fact. 


Mr. OTtTo: To pursue this very articulate explanation that you gave in 
connection with labour and management, I think you said that by a constant 
sort of chess game with each other, no one suffers except the consumers, and 
they being consumers also suffer. I think you also suggested that somehow 
guidelines could be published. Would you say they could be tied to gross 
national product or to productivity? 

Professor NEUFELD: To productivity, yes. 

Mr. OTTo: Would you also admit then that if we could somehow solve or 
introduce a procedure to settle labour disputes without work stoppage this 
would increase productivity substantially? 

Professor NEUFELD: That is a more difficult question, because in a sense you 
are asking me to form a judgment whether there might not be side effects to a 
sort of environment in which you no longer permitted strikes. I am not so sure 
about that. 

Mr. Otto: Let us assume that an avenue was found whereby labour 
disputes can be negotiated without stoppage of work. You must acknowledge it 
would increase productivity. 
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Professor NEUFELD: I think it is certainly quite acceptable to say that the 
more hours per year worked the higher output there will be. 


Mr. Ortro: And therefore if any method is found, it would have to be a way 
to increase productivity resulting from negotiation between labour and industry 
without stoppage of work? 

Professor NEUFELD: That is one way, yes. If you could reduce work 
stoppages, that would increase total output and would be of help to everybody. 


Mr. Orto: Or efficiency of production. 


Professor NEUFELD: Yes, in the sense that you would utilize your capital 
more fully over the year, more continuously over the year, and in that sense 
increase efficiency. 


Mr. Orro: I believe you have put your finger right on the very problem, that 
by labour using its strike methods, industry using its inventories and tactics to 
counter this—and I believe you also said that experience has shown the 
distribution between the two have not changed, and in your opinion will not 
change, and therefore we must look for some other avenue in which the returns 
may be increased to both of them? 


Professor NEUFELD: Yes. 


Mr. Otto: Now, just in your opinion, and you also made comments about 
this, how serious is this present inflationary cycle? 

Professor NEUFELD: I am worried about the fact that Canadian prices and 
costs have been rising faster than U.S. prices. The reason I am not panicky is 
that because for the past seven or eight months at least prices seem not to have 
been rising faster in Canada than in the United States, but am still worried, be- 
cause I cannot see how in the light of recent wage settlements there will not bea 
further deterioration in the ratio of Canadian unit labour costs and U.S. unit 
labour costs; but this is in the realm not of statistics available, but in the realm of 
forecasting. 

Mr. Otto: When you say you are worried, what are you worried about, 
unemployment? You say you are not worried about recession? 

Professor NEUFELD: No, I did not quite say that. What I am worried about 
is the fact of undesirable consequences in Canada of prices inflating at a faster 
rate than in the U.S., continuously over a period of time. I am worried about 
the fact that this would eventually lead to an exchange crisis and eventually to 
further devaluation of the Canadian dollar. 

Mr. OTTo: Thank you. 

Co-Chairman Senator CROLL: Mr. Saltsman? 

Mr. SALTSMAN: Professor Neufeld, perhaps I might begin by saying how 
pleased I am to see you before the committee, and whether I agree with all your 
statements or not, how pleased I am at the hard answers you are giving to the 
questions that are arising here. I think there is a real need for this kind of an 
examination and I think the committee is going to benefit enormously from the 
information that you are giving us. 

I would like to start off by asking you the same kind of question I asked 
Mr. Bryce yesterday, and it arises from some of the things you have already 
said. I refer to page 8, which says: 


Whatever effect recent wage increases will have on this trend cannot 
yet be seen in the figures. 


Now, the question generally is, what do you see for the economy over the > 
next five years, although certain things are not showing up in the figures as yet? 
Do you anticipate, for instance, higher prices if we continue the way we are 
continuing with the set of policies we now have? Do you see full employ- 
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ment—the same heavy demand on the economy as has been experienced in the 
last number of years? Just generally, just what do you see for the economy 
over the next five years? 

Professor NEUFELD: I think that if we can assume that we are going to 
manage our affairs reasonably well, that the next five years will be five years of 
very substantial growth in real terms, probably a growth of 5 per cent per 
annum. I think that this provides conditions for very satisfactory employment 
conditions. 

I am not at all confident, as of now, that we will be able to achieve this 
growth without a fair amount of inflation, because I am not at all confident that 
we yet have techniques designed to deal with cost-push inflationary forces. I am 
heartened by the fact that we seem to have greatly improved our ability to deal 
with demand-inflation forces. ) 

The policy of the Bank of Canada over the last five years, in my view, has 
an excellent record. Fiscal policy has revealed, for the first time perhaps, a 
degree of imagination, in the budget, that had been absent for so many years. 

Because of these factors, I am hopeful that we will be able to contain 
demand-inflation, but at present we cannot feel at all certain that we are going 
to contain cost-push inflation; and if I were forced to make a forecast I would 
say that the next five years are going to be five years of rising prices. 


Mr. SALTSMAN: From what you say, and I think this is somewhat in line 
with what was said yesterday by Mr. Bryce, it would appear that our economy 
is arriving at a different stage of maturity. 

For instance, the cycles that have been traditional in our economy, the 
business upswings and the violent down-turns, seem to be drawing to an end, 
through the use of Government policies of pump priming. We seem to have 
some answers—transfer payments and things like that—for providing full 
employment, providing demand in the economy. 

With the United States engaged in its war in Viet Nam and with every 
indication that it may, even after a settlement in Viet Nam, be continuing to 
pursue foreign policies which would mean a great demand on its production in 
the United States—and, as you have indicated, our own economy is quite closely 
related to that of theirs—I feel very much the same way, that we are probably 
in for a sort of permanent full employment of all our resources. 

The question I am then asking is, can we handle this kind of situation? I 
think I referred to it as a situation which is analogous to a war, a sort of 
permanent war situation economy. Can we handle this with traditional fiscal and 
monetary policies? 

You have given some indication of a departure from those traditional 
policies. You have talked about wage and price guidelines which are not 
generally considered or have not generally been considered in the past in our 
economy. 

I would like you to go a little fucther than this. Are you suggesting that the 
traditional tools at our disposal for managing monetary policy, for adjustments 
through fiscal policy, will not be sufficient to contain the kind of forces that are 
afoot in our economy now? 

Professor NEUFELD: I think the point is that they have not been sufficient in 
the past. There are two reasons why they were not sufficient. First of all, they 
were not always used correctly. Secondly, they are directed essentially towards 
controlling excess spending or deficient spending. 

As I mentioned before, it is not that those techniques are becoming less 
important: those techniques will be needed in the future to deal with the same 
things that they have done in the past ana to do it better, and I think they will 
in fact be able to do this. 
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The point is, we want to improve our record of the past. The way to 
improve our record of the past is to introduce techniques that will do in the 
future those things that these other techniques never could do in the past and 
cannot do in the future. So it is not that the traditional techniques are no longer 
necessary. It is vitally important that they be used correctly in the future. But 
what we want to do is improve our total price and growth and employment 
records of the past, by introducing additional techniques that will solve the 
problem that the others cannot solve. 

Mr. SALTSMAN: I would like to take this wage-price guideline a little 
further. When you talk about a wage-price guideline, the price will protect the 
general public against any tendency for specific industries to impose their costs, 
justified or otherwise, upon the general public. This would have the tendency to 
insulate the public. The wage, I presume, is to give industry some measure of 
control over one of the factors of production. 

What I am curious about is why you have not included factors like 
interest—-which in some industries—especially capital intensive industries—are 
probably a more significant factor of production than wages. In some industries, 
labour-intensive factors are of importance but in other industries they are not. 
We have a few of those in Canada. For instance, the oil industries, and other 
industries which have automated very heavily and where their chief cost of 
production lies in the price of capital equipment. I would think that the level of 
interest rates in the country affecting the cost of capital generally—bonds, 
stocks and so on—would have a very significant effect. 

First of all, why have you not included some measure of interest control? I 
would like to take this a little further and give you the whole question. Why 
have you not included some measure of profit control? 

You are asking the working men to give way to moral suasion, to act in the 
national interest, to be concerned about the consumer. This is one of the factors 
that comes into price. Profit policy also enters into it. Why have you excluded 
those two elements from your guidelines? 


Professor NEUFELD: To speak to the last part of the question first, I have 
dealt with profits. The very fact that the approach involves prices, means that it 
directly involves profits. I have used the phrase profit-push inflation. It means 
that appropriate price policies will ensure that industries where there is not too 
much competition will not be able to have excess profits, because they will not 
be able to control prices the way they might have done in the past. I in fact 
specifically have included profits. 

Now, why no control of the interest rates, you say. Interest is one cost of 
production. I see no point in controlling those kinds of costs, where the cost is 
set by markets that function well. 

The reason why we talk about doing something that will influence profits 
through prices, and that will do something that will influence wages, is because 
we have lost confidence that the market is going to establish the right prices in 
these areas. There are rigidities that prevent adjustments from taking place 
that should take place. | 

The point is that in the case of interest rates I do not think this is so. 

The capital market in this area is one of the best functioning markets that 
we have got. No one likes high costs of money—except the savers who have 
seen in recent years that even with high cost of money they are losing value on 
their savings. No one likes the high cost of money, at least not the people who 
borrow. 

In my view, the cost of money is usually an accurate and honest reflection 
of the demand for money. I see no reason for introducing any measure of 
control that is going to obscure the picture. This is why I think there is no need 
at all for controlling interest rates in general. This remark is taking us off the 


CONSUMER CREDIT 131 


point, and I do not want to do so. However, this is not to say that there may not 
be pockets in the capital market, such as consumer credit and so on, where the 
market does not function well and where something should be done. 

However, as a general proposition, the capital market works exceedingly 
well and the interest cost that you see is an accurate reflection of the relative 
demand for funds. 


Mr. SALTSMAN: I would like to pursue this subject a little further because I 
think it is quite important. 

Would you not say the same thing about labour, that the cost of labour 
today is an accurate reflection of market demand? The market in effect says 
that, if you can squeeze harder, you will get more, and, if you are more 
powerful, you will get what you want, or, if there is a shortage, prices will go 
up. 

We could say the same thing about labour as about interest. I am 
suggesting that there is really not this kind of flexible degree and wise 
allocation in the market interest rates. 

What we have today, really, is an extreme shortage, or apparently, a really 
extreme shortage of capital. There is really no bidding. Capital can practically 
get what it demands. It is in that sort of position in the market. 

Competition is not really to lend money to people, but to up the rates on 
those holding money. 

I would suggest this is an imperfect market, and just as we may be in an 
imperfect market for some labour in Canada, we have a similar situation with 
interest rates. The market is not functioning normally. 

Now I will leave that point, and go on. 


Professor NEUFELD: Was that a question? 


Mr. SALTSMAN: Well, it is in the form of a statement that is intended to 
provoke you to an answer. 


Co-Chairman Senator Cro.u: I was going to suggest, Mr. Saltsman, that the 
statements are being made from here. That was the original intention. 


Mr. SALTSMAN: Well, I have raised my voice on the matter. 
Professor NEUFELD: I would like to record that I just disagree with you. 
Mr. SALTSMAN: Yes. I would like to hear your reason for disagreeing. 


Co-Chairman Senator CroLL: Just one minute, Mr. Saltsman. Just wait a 
minute, please. Professor Neufeld says that he disagrees with you, and he is 
going to give you reasons. We are all listening, Professor Neufeld. Go ahead. 


Professor NEUFELD: First of all, in the case of your comments relating to 
the labour market, that it works reasonably well and that wage prices are an 
accurate reflection of the market, I think that we have to admit that important 
wage settlements are arrived at through a very peculiar process: the battle 
between the very powerful management group and the very powerful union 
group. 

Competitive markets are not conceived as being structured in this way, 
where no individual in the market can decisively influence the market price, so 
that I do think, just as there are industries where there is not sufficient 
competition for us to believe that the prices they established would be the ones 
that would be established by a competitive market, so the wage settlements 
arrived at by the large and powerful unions might well be wage settlements 
that, too, would not have been arrived at had there been free competition in the 
labour market. 

In the case of interest rates, I repeat what I said before. In my view, from 
observing for some time now the functioning of the capital market, I think this 
is probably the most efficient market of any kind that the nation has, where 
changing demand and supply forces accurately are reflected in the cost of 
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money. The only exception I would make to that is that there are times when a 
certain psychosis develop and people get very frightened because of interna- 
tional developments and so on, and because of some concern over the financial 
stability of financial institutions and so on, when for short periods of time you 
might have really drastic interest rates such as in 1959, for example. 

However, excluding that, my view is that almost all the time interest rates: 
indeed are a correct reflection of the cost of money, because they have been. 
arrived at in a market that is remarkably competitive. 

Mr. SALTSMAN: This is the point I was trying to make, that the market is 
not competitive in the traditional sense. When we talk about competition, we 
usually talk about competition for the consumers custom. I see an analogy 
between what is going on in labour, perhaps in certain instances where they 
have sufficient power to make certain demands, and what is happening with 
those who hold money and who have sufficient power to make certain demands. 
I am thinking of some of the larger industries in Canada who have large sums 
of money that they put out for short term and who go round from one source to: 
another and say, “how much more will you give me than the other fellow?” 

Now, is this really intrinsically different from what labour is doing? After 
all, labour in Canada is still subject to market conditions. We do not see labour 
in Canada excessively higher than or, even in most cases, closely related to that 
of the United States. On the other hand, we see interest quite a bit higher than. 
that of the United States. I find that the holders of money are really acting ina 
way that they have the market to themselves. They can almost bid it up as they 
please today. 

Senator THORVALDSON: Nonsense. 

Mr. SALTSMAN: This seems to be what is happening. I would like to ask you 
if you see interest rates coming down substantially. 

Professor NEUFELD: I do not think so. I do not think interest rates will come 
down. 

Another point I always fail to understand is why there is such concern for 
the position of the borrower and so little concern for the position of the saver. 

You think interest rates are high today. But, if you compute what they 
really mean to a person who has an income tax rate of 25 per cent and who has 
to adjust to the fact that both interest income and capital value have been 
depreciating because of the rising cost of living rates, which have gone up 3 per 
cent per annum, what has he left? Very little. So, in real terms, interest rates 
are exceedingly low in Canada. They are not high. 

Mr. SALTSMAN: Interest rates over the last three years, especially on 
mortgage money, seem to have increased, I would say, roughly at least 30 per 
cent. Would you agree with that? I am talking about traditional mortgages, 
where they have gone from 63 to 8 per cent now. 


Professor NEUFELD: No, I would not accept that. 


Co-Chairman Senator CROLL: I would not agree with that either. It is not 
SO. 


Mr. SALTSMAN: In the last three years? 

Co-Chairman Senator CROLL: No. 

Mr. SALTSMAN: What have they gone to, then? What have they increased 
to, in your opinion? 

Professor NEUFELD: I do not have the statistics in front of me, but I think it 
would be quite easy to get a definite answer. 

Mr. SALTSMAN: Perhaps we could come back to that this afternoon. 

Co-Chairman Senator CROLL: We were hoping to finish this morning. 
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Mr. SALTsMAN: I do not know, but I think Professor Neufeld has raised 
some most interesting points. 

Co-Chairman Senator CrRoLL: Then ask him the questions, Mr. Saltsman. 
‘We are hoping to continue on. There are four or five others, and we could finish 
this morning. 

Senator THORVALDSON: Mr. Chairman, if I may say so, there are a lot of 
speeches being made here, not in the form of questions at all. I do not think I 
came here to spend my time listening tc speeches. I came here to listen to 
witnesses. There are comments one would like to make in regard to questions, 
but we have heard a tremendous amount of statements, completely and wholly 
inaccurate, from a person who is not a witness. Maybe I am doing the same 
thing now. 

Co-Chairman Senator CROLL: You are used to a different sort of Chamber, 
where they ask questions. 


Well, Mr. Saltsman, at the moment I am going to give you a little 
opportunity to do some more thinking. 

Mr. SALTSMAN: Mr. Chairman— 

Co-Chairman Senator CRouL: Hold it just for a moment, Mr. Saltsman. My 
Co-Chairman, Mr. Basford, is next, and then Mr. Carter and then Mr. Olson. 

At the moment we will take a 15 minute recess for the benefit of us older 
people. 

—Upon resuming: 

Co-Chairman Senator CRouu: I understand we are to have questions from 
my Co-Chairman, Mr. Basford, from Senator Carter, Mr. Bell (Saint John- 
Albert), Mr. Olson and Mr. Cameron. Mr. Saltsman has had good innings and I 
think he is going to let it go round for a while. 

Mr. SALTSMAN: If I might ask just three questions now then I shall be 
finished. These, I promise you, will be questions and not speeches. The three 
questions I would like to direct to the witness through you, Mr. Chairman, are 
as follows: First, on the question of price and wage guidelines, and no 
guidelines on profits, what is the situation in an automated industry where 
productivity is increasing at a great rate? What would you suggest in a case of 
that type? Do you not get some kind of disturbance in allocation? Secondly— 

Co-Chairman Senator CROLL: Are you not going to give him time to answer 
your question? 

Mr. SALTSMAN: I will ask all the questions now and then I will shut up. My 
second question is this: Since we have started on the guideline road with steel, 
should this guideline be applied to the automobile industry as well to hold the 
prices under present circumstances? Thirdly, supposing guidelines do not work 
and moral suasion is not as powerful as we think it is, what then? 

Professor NEUFELD: You ask first what would happen in the case of an 
industry where there was a substantial increase in productivity so that substan- 
tial profits were being made not because of price increases but because of high 
productivity increases. My answer would be that in such an industry there 
should be a decline in price. I might complete your question by asking another. 
What would happen in an industry where you had relatively low productivity? 
Such an industry would have to pay competitive wages and would see a squeeze 
of profits that way. I would say in an industry of relatively low productivity 
there would have to be an increase in price over a period of time. So what I 
would envisage is a decline in prices in industries of high productivity and an 
increase in prices in industries of low productivity with no change on balance. 

Your second question was, should guidelines be applied to automobile 
prices. I think it is to be remembered that automobile prices are quite different 
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from most of the others because they are related to the automotive trade 
agreement, and I think therefore the direction of automobile prices must be 
within the context of the objectives seen to be desirable when applying that 
agreement. My own feeling is that unless there is a narrowing—and I won’t 
commit myself to timing—but unless there is a narrowing of the price between 
Canadian and United States automobiles, and assuming we keep the general 
price level in order, the agreement would be seen to have failed. 

Your third question was, supposing moral suasion does not work: In this 
regard I would revert to the point I made before that I think this is a good 
point to start where I have suggested we start. I don’t know whether it would 
work or not. I think if it were found not to work, if moral suasion and the 
influence of public opinion, and the influence of people recognized as experts in 
the field—if they fail to achieve results, then one would have to try to 
experiment with the next stage in this process. What form that would take, I 
don’t know. Speaking off the top of my head, I think something in the nature of 
a wages and prices review board would be the next step. 

Mr. CAMERON: Do you envisage a price review board with power to enforce 
decisions? 

Professor NEUFELD: I cannot envisage that, no. 


Co-Chairman Mr. BASForD: You have advocated a price-wage guideline 
policy. How do you think the machinery for this is established? 


Professor NEUFELD: I think the most important aspect of the machinery 
should be that the institution responsible for setting guidelines should be clearly 
seen to be an institution of independent experts. I think it would be unfortunate 
if the impression was created that these guidelines were those of one or other of 
the important political parties. Therefore it might well be that the guidelines 
could be established by an institution such as the Economic Council of Canada, 
but I am not wedded to any particular type of institution or approach. The 
important thing is that whatever the institution said, should be respected by 
the general public as an honest objective appraisal of the problem. 

Co-Chairman Mr. Basrorp: Do you think the Economic Council is presently 
equipped to establish that? 

Professor NEUFELD: Equipped in the sense of personnel or institutional 
arrangements? 

Co-Chairman Mr. Basrorp: Institutional arrangements. 

Professor NEUFELD: I think possibly it is. 

Co-Chairman Senator CROLL: What do you mean by institutional arrange- 
ments? 

Professor NEUFELD: I mean an institution that has the kind of association 
with government that the Economic Council has. I think the impression has 
been created that the Economic Council is a fairly independent group and what 
it says it does believe. I think that the most important prerequisite, if I am 
correct in this, is that this situation should exist for it to assume those functions. 

Co-Chairman Mr. BASsForD: I gather from your remarks that you would 
prefer this type of institutional arrangement to one where the guidelines were 
promulgated by the Department of Finance. 

Professor NEUFELD: Yes, if only because it would be easier to convince 
people that the guidelines were the result only of the analyses of independent 
people who are recognized as being experts in the field. Now if it were found 
that the same thing could be achieved by a section in the Department of 
Finance, I would see no objection to it coming from such a section. 


Co-Chairman Mr. BAsrorp: Presumably, if the Economic Council was given 
this function it would have to hire more staff. I am going on that assumption. 
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Do we have the personnel in Canada and the information in Canada presently 
for the establishment of such guidelines? 


Professor NEUFELD: In the last several years there has been a very 
substantial improvement in our knowledge of productivity. Until the last 
several years that information was not available, but the Dominion Bureau of 
Statistics has forged ahead in this field and the information is improving year 
by year, so I think we are getting to a point now where we have got the 
information, and I certainly think we have in Canada the expertise to use the 
information. So I see at this stage no obstacle of that sort to prevent us from 
moving forward. 


Co-Chairman Mr. BAsrorp: The reporting facilities of the Dominion Bureau 
of Statistics are now sufficient, they are giving us enough information, are they? 


Professor NEUFELD: The information they have created in the last several 
years is so much better in this area than the information we had before that we 
are certainly getting to the position where the information is sufficient. My 
opinion would be it is sufficient to start now. When one remembers that these 
things do not happen too quickly, and that in the meantime the information will 
keep on improving, looked at in this way the problem of information should not 
impede progress on these points. 


Co-Chairman Mr. Basrorp: You came out earlier in your evidence, in 
answer to some questions by, I think, Mr. Cameron, clearly opposed to price 
controls with the emphatic answer, “No.” I think it would be useful to have on 
record your reasons for the “No.” 


Professor NEUFELD: I think price controls usually have two major effects. 
The first is that they do not get rid of inflation; they merely hide it for a period; 
the inflation is still there. The way it is hidden is through the substitution of 
rationing procedures, price rationing procedures. Rationing there still is. It is 
done through other ways rather than price, so it does not get rid of the problem 
of inflation, but merely obscures it. 

The second thing I think may be said against price controls is that it 
distorts the relative price structure. Quite apart from increasing prices it 
destroys the relative price structure. There are, in fact, quite substantial 
changes in relative prices, because the demand for some things falls off and the 
demand for other things increases. By permitting such relative price changes 
you encourage the production of things that are wanted and discourage the 
production of things that are not wanted. 

It is interesting that in highly centrally controlled economies the direction 
is in favour of using prices more and not less, because of its allocating function. 
Price control would destroy that allocating function—at least, would severely 
limit its effectiveness. Therefore, I do not think it is desirable on these grounds. 

Thirdly, I would say that as long as we essentially decide we are going to 
have an economy that is price oriented, in which the allocation of capital and 
the organization of a good part of the activity and the pricing of things that 
people buy is essentially based on a price-oriented approach, as long as we 
accept this, then I think a system of price controls would be an anachronism 
because it would, in fact, tend to destroy the general market-oriented economy 
we say we want to have. 

So, I think there are three points: it does not prevent the problem of 
general inflation; it prevents the system from allocating goods; and, thirdly, it 
would, I think, tend to destroy the essentially market-oriented economy that 
seems at this stage of our history still to be the most acceptable type of 
economy. 


Senator THORVALDSON: Mr. Chairman, on this point may I ask just one 
question? 
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Table I is a very useful table indicating the percentage changes in many 
countries. I think it is of 20 to 30 countries. Would Dr. Neufeld like to indicate 
in all these countries whose inflation problem seems to have been much greater 
than Canada’s, if any or many of them effectively applied the so-called 
“remedy” of price controls? 

Professor NEUFELD: Well, there have been bits and pieces of price control in 
a number of countries. My opinion is nct authoritative in this area. I cannot, 
however, think of any economy in this list that has a complete system of price 
controls. There are a number of prices in a number of these countries that are 
controlled, but I cannot think of any country that has complete price control of 
the kind, say, we had during the Second World War. 

Co-Chairman Mr. Basrorp: In the Minister’s statement made in the house 
in September, which I do not have in front of me, I am sorry, he discussed the 
possibility of guidelines, but raised the problem there was no consensus as to 
the causes of inflation, and that without some form of consensus guidelines 
would not be effective. I would appreciate your comment on that thought. 


Professor NEUFELD: I would have to disagree with that view. Let me Say, 
first of all, that because of the role of the Government, both in the wage 
settlements and in the steel price case, implicit guidelines seem to be in the 
mind of Government. So I think that in a sense the Government itself has 
admitted that some sort of guidelines somewhere seem to exist, and that they 
have attempted to enforce them. 

As to whether you must have a consensus to act in this area, I do not think 
so. My own feeling is that because of the very complex nature of the 
wage-profits-price-costs relationship you will not get a definitive answer that 
will enable you to proceed with 100 per cent assurance that you are doing the 
right thing. But I think there is sufficient evidence, evidence accumulated over 
the years, to say that it is a fairly good possibility that the problems associated 
with the phrase “‘cost-push inflation” do exist, and are important, and do not 
lend themselves to control through traditional control techniques. 

So I would say: No, we must not wait until all the economists say, “Yes, it 
is a problem. You should do something about it.” I do not think you would ever 
act if you waited until they all said that, because I do not think they will all say 
that. 

It is my opinion that the time has come when the presumption is strong 
enough that there is a problem here, that we should start doing something 
about it, and then in two years’ time sit back and see if it is working or not. 


Co-Chairman Mr. BasrorD: You have spoken about the import price-push 
or the effect of rising import prices. Nowhere in your paper is there any 
mention of tariffs. I am wondering whether the application or non-application 
of tariff policy would be useful in this regard. 

Professor NEUFELD: Coming from the west I warn you straight away I am 
against tariffs. 

Co-Chairman Senator CROLL: Why do you think the question was asked? 


Professor NEUFELD: I am trying to think of how tariffs might be used in this 
particular instance. Starting with the presumption, first of all, that for the most 
part I do not think tariffs are very useful—- 


Co-Chairman Mr. BasrorpD: Coming from where I do, I was hoping you 
would say we should do away with them! 


Professor NEUFELD: Let me say that in spirit I would say, “Yes,” but I 
would want to elaborate, but I will not do that at this committee meeting. 
However, I think it might be possible, if you were faced with a problem of 
excessive price increases in certain industries, to take a good close look at the 
tariffs in those industries, and if the price increases were too large, to bring the 
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tariffs down. I can see that as a possible technique in countering that particular 
problem, but I do not think this is a very complete answer to your question, and 
Iam sorry. 


Senator CARTER: I have several different lines of argument I should like to 
explore, but I should like to follow on with this business of guidelines for just 
one question. Dr. Neufeld, you will recall that several years ago the late 
President Kennedy set some guidelines for the steel industry, and eventually 
persuaded the steel companies not to put into effect the increases in price they 
contemplated. I think his effort was applauded over the United States and 
Canada, certainly, and perhaps all over the world. Some time around the end of 
August I was in the United States and I read an article by an economist about 
this. This article stated that although President Kennedy succeeded in prevent- 
ing a price increase in respect of steel, that fact did not have very much effect 
on the economy of the United States because the big customers of the steel 
companies, such as the automobile manufacturers, had already announced their 
increased prices and they were not restrained. It was said that the result of the 
President’s effort was mainly an increase in the profits of the automobile 
manufacturers at the expense of the steel companies. Would you agree with that 
assessment? 


Professor NEUFELD: I would not agree with it because I do not think we 
have information at this point yet to come to such a definitive conclusion. One 
recalls the fact that the United States has had a slower rate of inflation than 
any other country in the Western world. One can start with that very simple 
fact. It may not mean too much, but it is there. The United States has had a rate 
of inflation lower than that of Canada, and Canada has not had a system of 
guidelines. Again, one should not assume cause and effect without looking at it 
closely, but it is the fact that this was the case. 

Then, one can ask: “Well, were the guidelines the important difference in 
this?” I think that before we can say: “Yes, they were’, we are going to have to 
have about three or four years of statistics in order to be able to look back and 
do a proper analysis in order to decide whether the guidelines made the 
difference or whether other things made the difference. 

The first tentative appraisal of this I saw last spring, I think—that is, the 
first tentative serious appraisal of the question of whether or not the guidelines 
made the difference—and the tentative conclusion was that that sort of guide- 
lines-incomes policy probably did make a difference. We are in the realm here, 
as I mentioned before, of a quite new area where results cannot yet clearly be 
seen. So, I do not think it is possible to argue strongly on either side of the case. 
Personally, I am impressed with the fact that the United States’ price experi- 
ence, in spite of Vietnam and so on, has been better than ours. 


Senator CARTER: If we were to follow the policy of guidelines, as this 
morning’s discussion has indicated might be essential, and which I think you 
yourself support, you would agree that any restraint on a basic commodity 
would have to be followed by similar restraints in order to prevent price 
increases imposed by the consumers of that basic commodity, would you not? 


Professor NEUFELD: I think that the impact of the consumer has got to come 
through the usual techniques—the ones of controlling total spending by using 
your taxing policies, by using your interest rates and monetary policies. I think 
that the consumer spending side of the problem will have to be tackled in that 
way. 

Senator CARTER: We have known from our experience in Canada and the 
United States, and in other countries, that prosperity, full employment and 
inflation seem to go hand in hand. To me, as an ordinary human being, it seems 
incredible that in an age when we can explore outer space and put satellites in 
orbit we have not been able to do anything about solving this problem. Would. 
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you say that this indicates there is some basic flaw somewhere in our monetary 
system? 

Professor NEUFELD: I think that the presumption must be that there has 
been some basic flaw in the whole spectrum of our control techniques. What we 
are really trying to do is something very unusual, if you look at it with the 
perspective of history. We are trying to achieve high, full employment; we are 
trying to achieve increases in the standard of living; and, we are trying to 
achieve all this without inflation. Well, it is really only since the thirties, or 
since the Second World War, that we have really seriously tried to do this. So 
far we have not done it very well, and this implies that our techniques for 
trying to achieve these objectives are not as good as they should be. My view is 
that we should just keep on trying to improve them. 

As I have explained, as I see it, the possibility might exist that we will 
make a better job of it if we use something of the guidelines approach in 
addition to the other things we have used up to 1965, than if we simply go along 
and hope for the best. So, I think it is to be remembered that we are trying to 
achieve economic objectives that probably we never have achieved before. 
Therefore, we may have to devise techniques that we have never had in order 
to achieve them. 


Senator CARTER: But these techniques and traditional policies—both fiscal 
and monetary policies—that we have followed since the last war, and perhaps 
before that, were based on certain concepts. They have all been carried out 
within the framework of certain monetary concepts. I have been wondering 
whether you might inform the committee as to whether there might be basic 
flaws in these concepts themselves that confine the framework within which we 
have been operating. In particular, I have been thinking about money itself, and 
the use of money as a medium of exchange and, at the same time, treating it as 
a commodity. Could that possibly be one of the difficulties? 


Professor NEUFELD: I do not think so. I think that the role of money in 
influencing prices, and the use of the control of money in trying to control 
prices, are things that are as important now as they ever were. I think unless 
we properly control our supply of money we would see the same old problem of 
cost and price increases in the future, so I do not think there has been a basic 
flaw there. 

It has always been the case that one has to have a sensible control over 
money in the long term to keep prices under control. I do not think that that 
has changed, nor do I think there is a basic flaw there, but I think that what has 
changed is the desirability of achieving certain economic objectives. We want 
all the good things of life, and we want them without inflation. We have found 
that if we operate the economy at a high level of economic activity it might be 
that there are some price increases that arise not because we have too much 
money in the economy but because we have these very strong bargaining 
groups, on both the management side and the labour side, that set prices and 
wages that are not consistent with continuing high employment and continuing 
price stability. I say it is not that we have seen any basic flaw develop in the 
system; it is just that we are trying to do things that we have never tried to do 
before. The thing has always existed. What we are trying to do is control 
inflation which seems to be caused by things other than money, or too much 
spending. 

Senator CARTER: Well, has any new thinking been done along these lines, 
such as exploring these concepts in the line of trying to develop new concepts? 


It seems to me that our monetary system is now in the horse and buggy stage 
when compared to our developments in science and other fields. 


Professor NEUFELD: No, I do not think so. I think there have been 
tremendous developments on the monetary side, particularly in the use and 
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control of money in trying to achieve high employment, in trying to achieve 
price stability, and in trying to achieve increases in the standard of living. 

I think a lot of things have happened that have been very useful in this 
area. I do not think the money system is in the horse and buggy stage, I think it 
is in the jet age, but it is not enough, we have to do other things, too. 


Senator CaRTER: In your brief at page 9 you refer to the devaluation of the 
Canadian dollar and its possible effects on price increases. I may have misinter- 
preted what you said, and I would like you to correct me if I did, but I got the 
impression from your brief and from your remarks that the devaluation of the 
dollar in the light of history, looking back on it, was entirely a good thing, and I 
gathered from your brief that you would not agree with letting the dollar find 
its own level on the monetary market at a floating rate. Am I interpreting your 
brief correctly? 


Professor NEUFELD: I did not specifically raise the question of the desirabil- 
ity or undesirability of a floating rate. I am quite happy to state my view. I said 
that if a country tries to protect itself against the impact of foreign price 
increases, eventually you will have to have changes in your exchange rate. 
Whether you would do this by permitting the rate to float or by changing it 
regularly from one peg to another peg, is of course an important question in 
that case. But I gather that you want me to answer the question whether or not 
I would favour a floating exchange rate, or am I misinterpreting you? 


Senator CARTER: I just want a clarification, because I was not sure from 
your brief exactly what you meant in regard to devaluation. To go back in 
history at that time, I do not think Canada had any choice, with the conditions 
that were more or less imposed on it at that time, and that this was the price of 
getting the support from the International Monetary Fund and federal reserve 
funds to shore it up. So I do not think we had much choice but to devaluate the 
dollar. But in trying to assess what you have stated in your brief and what you 
said this morning, I am not quite clear whether you think Canada should have 
devaluated the dollar at that time or should now revert to a floating rate. 


Professor NEUFELD: I think that at the time we should have had a 
devaluated dollar but should have achieved it through pursuing a monetary 
policy that would have brought it about. Unfortunately the monetary policy we 
pursued at the time did not achieve that objective. In my personal opinion, it 
was inappropriate to the economic situation at that time. When the devaluation 
was achieved initially, I think it was done through important public speeches 
about the desirability of the Canadian dollar being lower than it was, by fairly 
prominent cabinet ministers. Eventually there was the devaluation. The ques- 
tion, however, was not so much one of devaluation, but whether the rate should 
be fixed or not, so we fixed the dollar. Those are two issues, it seems to me. So 
that when you ask me should we have had devalued the dollar, I think in view 
of the economic conditions at that time—high unemployment—that a devalued 
dollar was quite appropriate. 

Now, the question of whether we should have fixed it at that time or 
whether we should have permitted it to float. The point I made in the paper is 
this, that if it is true that we have permitted our unit costs in Canada to rise 
more than the United States—and I would hope that the Economic Council 
would provide you with more authoritative information than I can—then we 
have eroded the advantages we have gained from devaluing the dollar, in the 
first place, and if we had had a choice, in my view, if we had decided we were 
going to erode the dollar in this way it would have been better to permit the 
dollar to float back up, rather than in effect re-valuing it and getting prices out 
of line with U.S. prices. 

As to the floating exchange rate, I still believe, particularly if it can be 
done in the context of more flexible international exchange rates, that Canada 
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would be better off by having a floating or semi-floating system of exchange 
rate than a fixed exchange rate. If it is true that our unit costs have got out of 
line with U.S. unit costs, in effect it means that the 92% cent dollar we set then 
is not the rate of exchange we have today in real terms. So that we have in fact 
changed the exchange rate. If we are going to change it, perhaps it would be 
better to let it float rather than let costs get out of line with those of the United 
States. 

Co-Chairman Senator CROLL: Mr. Bell and Mr. Olson are next. 

Mr. Otto: Mr. Chairman, may I ask a short question? 

Co-Chairman Senator CROLL: Just a short one. 


Mr. Orto: Senator Carter asked if we have any flaws in our free enterprise 
system. Would you not say that taking away labour from the law of supply and 
demand is a very serious flaw in our whole system? 

Professor NEUFELD: That is a very pertinent question, and of course when 
one talks about these things one has to begin by a definition of what one means 
by “flaws”. I think that you could well argue, as you have suggested, that the 
very fact that market forces do not seem to establish correct prices in all 
industries, because there is inadequate competition, and do not seem always to 
establish correct wages because the market does not work too well in those 
areas, could be defined as a flaw in the free competitive system, and I think 
there is not an economist on earth who would argue that we have a perfect 
competitive system. In fact, I think it could be argued the other way, that there 
always have been many areas in the economy where the free market system 
does not work particularly well. 


Co-Chairman Senator CROLL: Mr. Bell? 


Senator THORVALDSON: Mr. Chairman, I would like to ask a question about 
the question Senator Carter asked. Professor Neufeld, what will be the effect on 
Canada and our trading relations and monetary relations with the United States 
if we continue to widen the inflationary gap between Canada and the United 
States. 


Professor NEUFELD: Well, the end result would be, if continued long 
enough, a further devaluation of the dollar. 

Senator THORVALDSON: To follow that up, would you deem that to be 
detrimental to our economy? 

Professor NEUFELD: I have seen the question argued in an academic sense 
on both sides. My own feeling is that it is not appropriate for a nation of this 
kind to pursue a policy of continuing devaluation of its currency. 

Co-Chairman Senator CROLL: Mr. Bell? 


Mr. BELL (Saint John-Albert): Mr. Chairman, most of my questions have 
been answered, and I would like to compliment Professor Neufeld on his 
answers; they were much to my personal satisfaction, and were less socialistic 
than I thought his background would have indicated, coming from Saskatche- 
wan’s School of Economics. I also noted that there was some general agreement 
between Professor Neufeld today and Mr. Bryce, the Deputy Minister, yester- 
day, in at least two fields. First of all, there was some agreement, I think, that 
interest rates no longer have the same control over our problem today, and I 
think you both expressed the same general views about our gross national 
product developing in the future. However, I want to follow the one point 
which Mr. Basford touched on with respect to D.B.S. Are you fully satisfied that 
D.B.S. are providing the true figures that we need to follow through the 
techniques you suggested? Should more be done here? 


Professor NEUFELD: I think that more should be done here. I think one 
must be completely fair to the D.B.S. They have plans, if I read their outlines 
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and projects correctly, to do the things in fact that I think should be done. 
There are major projects under way in this area of measuring productivity, 
industrial reclassifications and so on. 

The first stage—I am not so sure if it is the first stage, but one stage of it 
has recently appeared through re-estimation of the industrial production index. 
This is a step forward and the D.BS. has outlined further improvements that it 
is undertaking—so that the information, as presently available, is not sufficient. 
It seems that the D.B.S. is forging ahead. I am not sure, I could not say whether 
in fact they have now the resources to do this as quickly as it should be done. 

Mr. BELL (Saint John-Albert): Would you favour a more simple method of 
reporting from D.B.S. to the bodies of consumers, about foods for example? 

Professor NEUFELD: I would favour it very strongly, not only about foods 
but in the general area of what is happening in prices. I think there should be a 
great improvement in the information that the consumer has, to help him 
determine what his views should be and what is happening on prices. 

Now that I am on the Economic Policy Committee of the Consumers’ 
Association of Canada, I think that I am speaking for the group when I say that 
the consumers should be better informed. 

Mr. BELL (Saint-John Albert): I was going to ask this question before you. 
gave me that information. What do you think? Would you care to express 
yourself on these consumers’ boycotts, these voluntary boycotts, of which there 
has been some talk in Ottawa and elsewhere? 


Professor NEUFELD: I think they are futile. I cannot see how they serve any 
purpose. 

Mr. BELL (Saint John-Albert): Would you object to them from a free 
enterprise nature or is it just in their ultimate effect? 

Professor NEUFELD: It is just that they cannot possibly produce any 
significant effect, with the possible exception that you might say that they will 
have the effect of encouraging more public discussion of the issue. 

Mr. BELL (Saint John-Albert): In other words, if some publicity were 
given to the fact that meat prices were outrageously high, and everybody 
switched over to fish, this would help British Columbia and Newfoundland, and 
then the prices of fish would go up correspondingly? 

Professor NEUFELD: Perhaps not correspondingly, but this kind of action 
might reveal—I am not saying that it would, but it might—that there were 
really good reasons why the price of meat is high. Also, it would perhaps make 
it clear to people that it isa very, very good idea to eat more fish and less meat. 

Co-Chairman Senator CROLL: You have scored, Mr. Bell. 

Mr. BELL (Saint John-Albert): In other words, to try to sum up, you do not 
feel that these voluntary boycotts have any effect, but you do favour strongly 
greater publication and knowledge for the consumer on all these prices? 

Professor NEUFELD: I do indeed. 

Mr. BELL (Saint John-Albert): I want to mention another subject. I 
touched on it yesterday, but it is not contained in the brief. Mention has been 
made of poverty in the Maritimes. I want to get your view on what could be 
done in so far as having a national policy to assist a region where the difficulty 
becomes even greater when restrictions are placed on the flow of money, when 
there is a tight money policy and so on. You know the story: it affect the 
extremities more where money is just beginning to flow. 

Do you have any ideas of what could be done? I am not asking for a full 
Story of differing interest rates, but is there some idea you might have that we 
could explore. It is tied in with this very definitely, it is a result of inflation, 
whether we like it or not. 
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Professor NEUFELD: This is a huge area, this question of regional develop- 
ment and what impedes it and what encourages it. All I would say is that I 
think it is quite inappropriate to use interest rates and credit policy to 
encourage regional development. I think it is better to assume general levels of 
the cost of money, to accept them, and to divorce regional development from 
changes in credit conditions. In other words, regional development policy should 
be unrelated to the question of general credit restraint. This is not to say that we 
should not have more regional development. I cannot see that the use of interest 
rates and general monetary policy for regional development is either desirable 
or practicable. 

Mr. BELL (Saint John-Albert): That is where this witness pretty well 
agrees with Mr. Bryce. Thank you. 

Mr. Otson: Many of the questions I wished to put have been discussed in 
the examination by other members of the committee. However, there are three 
questions I would like to discuss briefly with you. 

First, let me ask you about the statement you made in paragraph 8 of your 
Summary and Conclusions, where you say that the excess spending forces 
appear at present to be fairly well under control. In the expanded explanation, 
you said that the inflationary pressure during the last six or eight months—I 
think you said—has pretty well levelled off or diminished. Yet, when we look at 
the consumer price indexes that were provided to us yesterday by the Deputy 
Minister of Finance, we find that the increase in food advanced 7.5 per cent, 
from August 1965 to August 1966. This would indicate that this is a large issue 
and it is probably the one that is occupying the greatest attention of the 
committee at this stage. In fact, we put it number one on the list of the specific 
items we are going to get into. Would you have any comment on this? 

I am going to offer one other suggestion, that is, that the compounded 
annual growth rate from 1949 to 1965 of this specific item is 1.9; or in fact the 
lowest one in the whole of any of the components making up the total. Do you 
have this chart in front of you? 

Professor NEUFELD: Yes, I do, thank you. 


Mr. OLSON: What explanation can you give for this, if inflationary pressure 
has withdrawn or diminished during the past few months and food has taken a 
greater increase than at any other period, going all the way back to 1949? Is it 
because there has been a lag in this particular item that should, in justice, have 
been made up long ago and is just now catching up? 

Professor NEUFELD: I think the first point that should be made is that there 
is fairly strong evidence now to suggest that the increases in consumer prices 
generally lag the forces that have brought them about. In other words, if you 
have certain forces—excess spending and so on—that are behind the price 
increase, in the economy, it will take a while before the price increase actually 
occurs and works itself into the price level. So that, even though demand forces 
that have produced inflation might have levelled off early on in the year, the 
price increases roll on for a while and then they level off. 

This is one point that should be kept in mind, that consumer prices do not 
instantaneously reflect the forces that have brought them about. 

As to your second point, I certainly think it justifies close examination by 
this committee—why food prices, which have been remarkably stable over the 
1949 to 1965 period, suddenly have spurted up—I cannot give you a definitive 
answer. In the few days I had available for the preparation of my comments, I 
recognized it had happened, but I did not have the time to form an opinion as to 
why it had happened. I think the explanation that you alluded to might well be 
the correct one, in that there was really a long period when food prices were) 
tending to keep the cost of living down, and that they have done now no more’ 
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than really caught up with the other prices. However, again, I would like to 
make it clear that this is not an authoritative answer to the very important 
question that you asked. 


Mr. OLSON: I have just one other point following along that line. Have you 
given any consideration to the relative cost of food to the other components of 
the costs of living and where it should be? For example, I have no doubt that 
this added 0.5 increase from August 1965 to August 1966—just to take one 
specific item of food, dairy products—is one of the important factors. Yet we 
find now that we have moved from a position of large surpluses in the dairy 
industry to an era when we are producing insufficient to meet our own domestic 
demands. 

Is this going to be beneficial to the country in the long run, if there is not 
an adjustment that will bring our food prices, particularly to the producers, in 
line with the relative prices in the other sectors of the economy? 


Professor NEUFELD: I think that my answer would depend very much on 
the conclusion I come to as to what really lay behind the food price increase. 
However, if it was in fact the case— 


Mr. OLSon: I just mentioned dairies as an example. 


Professor NEUFELD: I do not know anything about the prices in the dairy 
industry, but, if it were true that there was an element of catching up here, 
what would really seem to be happening is that we are seeing price increases 
here that will encourage more production in the agricultural sector. 

Now, perhaps there has been low production, and we are seeing a price 
incentive arising that will correct this. 

I am speculating and I feel uncomfortable because I do not have the 
background of information to speak with greater confidence. 


Mr. Otson: Thank you, Dr. Neufeld. The second point I want to make is just 
a correction or explanation of a term that you used on page 10 of your brief, 
and I know this has been discussed at length with some of the other members so 
that I am not going into it deeply. You say that ‘‘a way should be found to bring 
public opinion closer to the price-setting practices of all industries.’ Earlier in 
that same paragraph you also mention labour, and I presume that you would 
advocate that a way should be found to bring public opinion closer to the 
demand by labour unions and so on. However, the word “public opinion” 
puzzles me a little there. Are you talking about public information, or about 
bringing the opinion accepted by the public closer in line with these price-set- 
ting practices by industry and the demand by labour and so on. 


Professor NEUFELD: What I really mean there is that I think that public 
opinion should be formed with the availability of more facts than it can be 
formed at present. The public may have an opinion about prices, but that 
opinion may have been formed on the basis of absence of information, and what 
I have in mind here is just that, if the public was aware of what was happening 
to prices in various industries, and, if those industries knew that the public 
would be instantaneously aware of them, it might change their attitude toward 
prices, and similarly so with wage settlements. 

It may well be that I am naive, but I think that one should permit the force 
of informed public opinion to operate. In the absence of information that 
opinion cannot always be informed. 

Co-Chairman Senator CROLL: You talked about being naive; are you any 
more naive than we are to think that that is exactly what we are doing at the 
present time? 

Professor NEUFELD: This is why I began my remarks by saying, and I 
meant it sincerely, that I think this Committee serves an exceedingly useful 
function. 
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Mr. Ouson: Thank you, Dr. Neufeld. I have one other point, and I asked the 
same question of the Deputy Minister of Finance yesterday. It has been raised 
by many people over the past few months, and it is this matter of interest costs. 
You mentioned it in your brief as well. 

Now, I appreciate that in reply to another member earlier today, you said 
that the interest rates in the capital market, so far as supply and demand, were 
working, in your opinion, exceedingly well. But the traditional economic theory 
is that increasing interest rates by imposing a restraint does in fact hold the 
price structure in line. That is a consequence of the restraint. Do you think that 
it has succeeded? Never mind the amount of the restraint, but on balance has 
the added cost of interest rate in fact assisted in holding down prices, or has it 
contributed to the prices and to the cost of living index during say the last 18 
months to two years? 


Professor NEUFELD: I think that it has assisted in keeping the cost of living 
down. I think that had we tried to keep interest rates low, at the levels they 
were a few years ago, we would have had greater increases in the cost of living 
than we now have. 

I said before that I think the interest rate correctly reflects the supply and 
demand forces. In that sense it is working well. However, I want to go on now 
to say that we have found that while interest rates and tight money can make 
some contribution to controlling excess spending, there is a lot of evidence to 
suggest that by itself it is not sufficient, and particularly in the area of 
controlling capital spending by business. 

There are times when business seems quite insensitive to interest cost, and 
this is why I think that the kind of experiment that was contained in the last 
budget, the experiment with what I would call the “cash flow” tax, is very 
interesting and very useful. 

Why? Because this is an attempt to control the volatility of capital 
spending through fiscal means, after having quite a lot of evidence that argues 
that you cannot control it by interest rates and monetary policy alone. 

Mr. OLson: Do you have any other suggestions that should be used with 
this monetary policy? 

Professor NEUFELD: I think that the cash flow tax is a very good start. It 
may well be that the 5 per cent was not right, because, again, we are entering a 
new world here. We have had no experience. It might be that it should have 
been 7 or 3 per cent, for all I know. It might also be that we can do more in 
terms of changing depreciation allowances in order to encourage business 
capital spending when there is unemployment, and discourage it when there is 
inflation. 

I think that experimentation in this area must go forward. I think, though, 
that what we are likely to do is to make variations on these things rather than 
make quite new departures. 


Mr. OLSon: Thank you, Mr. Chairman. 
Mr. CAMERON: Mr. Chairman— 


Co-Chairman Senator CroLL: Mr. Cameron, Senator Vaillancourt has one 
quick question. 


Senator VAILLANCouRT: If you will permit me, I will speak in French. 
However, we have bilingual translation. 

We have been discussing interest rates since this morning. For my part, I 
have little experience as an Oxford man or as a student of some other great 
university, but for sixty years I have lived with the “caisses populaires’’. 


_ The “caisses populaires” are the equivalent of the credit unions in the 
United States and in provinces outside Quebec. 


CONSUMER CREDIT 145 


In 1910, the interest rate was 7 and § per cent on mortgage loans and there 
was no talk of inflation at the time. Moreover, a dollar was worth 100 cents, so 
that a $5 bill was actually worth $5. We could go to the bank and get a $5 gold 
piece; this is out of the question today. 

In 1945, about 5 per cent of the national income of labour was mortgaged to 
the money lending institutions. In 1957, the rate had increased to 10 per cent 
and today it is 29 per cent. Now, is it not a fact that such financial institutions 
as Atlantic Acceptance Corporation, which lend money at 10ers; 20°or 30) per 
cent interest, exert an influence on the cost of living, on inflation? Further, it 
may be that the high pressure publicity campaigns being carried out at present 
and which encourage people to buy even if they do not need to, is responsible 
for the rapid rise in the cost of living; for instance, people are being told: “Take 
your holidays now and pay later.” In this connection, sometime ago I met a 
casual friend and I asked him: “Where did you spend your vacation this year? 
He replied: “In the kitchen.” I said: “Why?”. “Because I am still paying for last 
year’s vacation” he answered. 

So, when the professor, that is the witness, tells us that people must be 
better educated, it seems to me that some control should be applied to such 
blatant publicity which leads to inflation. x 

We, in the credit unions, try to help a lot of people who earn $25,000 to 
$35,000 per year but who owe as much as $40,000, $50,000, and $80,000—one 
such case came to my attention last week—but who are unable to pay their 
indebtedness. Why? Because of the publicity being carried out and which 
needles people into spending more and more in order to live better, which is 
sheer nonsense. 

I noticed that the witness said that price control was not a simple matter. 
However, during the war we had price centrol and there were no bankruptcies, 
no inflation. On the other hand, living in a democracy as we do, we must enjoy 
a little more freedom, but this freedom must be used wisely and we should put 
an end to such high pressure publicity campaigns which are one of the causes of 
inflation. This, to my mind, is the crux of the problem. 

Professor NEUFELD: I think that there are two important questions here. 
First of all, the very acute and correct observation that many years ago in an 
environment of relative price stability we had mortgage rates of about 7 or 8 
per cent. That was the first comment. 

The second one was whether or not it is not the case that consumer credit 
leads to inflation both through the level of interest rate changes and through the 
fact that it enables people to spend more than they otherwise would. On the 
first point, I think it is quite true that there was a period many years ago, 
roughly from Confederation to just before the turn of the century, when we 
had substantial price stability and when, over much of that period, we had 
mortgage rates that were of the order that you suggest. It is, however, 
interesting that the longer the period of price stability continued, the more 
interest rates fell, I looked at the year-to-year record of interest rates from 
about the 1850’s, to the extent that this is possible, and my observation is that 
the low of interest rates was reached in 1896 and ’97, and in that period we saw 
the rates on all kinds of things, mortgages, government bonds, municipal bonds, 
provincial bonds, and corporation bonds being about as low as they ever have 
been. So I think the period would indicate that prolonged periods of price 
Stability will cause declines in interest rates, but it is true, as you said, that we 
had mortgage rates in periods of stability that were fairly high. This leads me to 
comment about this present postwar period and to say that it is remarkable not 
that the interest rates are high but that they are so low in many areas. If you 
adjust for inflation, the actual rate savers get on their money is not very great. 
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I want to go on to the main part of your question which related to the 
impact of consumer credit-on inflation. You made the comment that there were 
some institutions that seemed to be charging 10, 20 or 30 per cent. I would say 
first of all that these account for an exceedingly small part of the total credit 
that is granted. They are, by and large, rates that are charged by very 
fringe-type organizations, and I think that one could well make the case that as 
a minimum these fringe-type organizations should receive the glare of publici- 
ty. I cannot see much justification for interest rates of 30 per cent in the 
consumer credit field. But I would say in my view that is not a significant factor 
in terms of the total problem of inflation, because that is very unrepresentative 
of the price at which the great bulk of credit is, in fact, granted in this country 
and we are getting better and better information on what the rates actually are. 
Indeed, I would hazard a guess that the price of consumer credit is lower today 
than it was six or seven years ago, primarily because of the entry of the banks 
into the consumer credit field which has driven down the price many others 
charge. I think that situation is better now than it was six or seven years ago. 

As to whether or not consumer credit and all the publicity surrounding it 
causes inflation, I think, first of all, it is correct that in the early part of this 
expansion and perhaps even well into the expansion there was a growth in 
the amount of consumer credit which, if it had continued, would definitely 
have been inflationary and therefore, I think it is as necessary to observe the 
behaviour of consumer credit as it is necessary to observe the growth of 
other types of credit. There is some evidence that consumer credit growth at 
certain times has caused inflationary influences just as business credit has 
caused inflationary forces to develop. My own feeling is that the problem at 
a minimum is not worse than that of business capital spending. It has been no 
more serious than the question of credit used by business. Therefore I don’t 
think we need special controls to control consumer credit. 

It is interesting that consumer credit has been one of the things that has 
levelled off in the last three, four or five months. High interest rates, tight 
money and so on have got through not merely to business credit but to 
consumer credit so that the expansion in consumer credit seems to be amenable 
to the forces of monetary policy in general, and because of this I think that 
probably our techniques for controlling it are sufficient. From time to time it 
has been suggested that perhaps we need additional techniques such as bigger 
down payments to prevent it from growing too quickly. I don’t have a closed 
mind on that issue. I think it would be worth while if one could have in this 
country—and this is difficult because of the nature of our constitutional 
relationships—but I think it would be useful to have standy-by techniques to 
control excessive consumption of consumer credit, even though it seems to me 
that probably monetary policy in general will be sufficient to control it. 

I would like to make one final point about consumer credit. I think that 
some of your remarks might have been interpreted to mean that consumers in 
general were getting out of their depth as far as the burden of consumer credit 
is concerned. 

As far as I can see, this is not the case generally, although there are always 
dramatic individual examples of people using too much credit and getting into 
financial difficulties because of it. But if one takes the total figures of the income 
of people or the proportion of the population that is using credit and of the 
stock of assets of people, and tries to measure the burden of debt in this way, 
one comes to the conclusion that probably there has been no increase in the 
burden of debt, consumer debt, on individuals for a long time. 

Again, I do not want to overstate my case. Some of my conclusions are 
based on consumer credit information of the United States and not of Canada. 
But, if anything, the United States has gone further in using consumer credit 
than Canada, so this generalization based on U.S. information might be valid. 
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But I would say one of the things we do need in Canada is better information in 
this area that would permit me to make this generalization on the basis of 
Canadian rather than U.S. facts. 


Mr. Otto: Dr. Neufeld, you are suggesting that the cost of consumer credit 
has no particular influence on inflation. Are you also suggesting that the wage 
earner is really not interested in his take-home pay, but that he is really 
interested in the overall package? My experience has been that the wage earner 
is interested in his take-home pay, and that excludes the amount of money he 
has to pay out in interest. In other words, if he has too much money to pay out 
in interest he wants more money. Are you saying that is not the case? 


Professor NEUFELD: I am not saying that. You are asking me to form an 
opinion on the psychology of the worker. I do not know what he thinks when he 
picks up his pay envelope. 

I would, however, make the point that the deflationary impact on total 
spending of interest rate increases is a lot greater than the fact that for a period 
costs have risen because interest rates have risen. 

The simple point also has to be made that interest rates do not, in fact, 
keep going up and up and up. Sometimes they go down, and when they do, that 
brings prices down, following your argument. Whereas other costs do not come 
down in subsequent periods. After all, wages keep rising and rising and rising. 
So, apart from a once-for-all move in interest rates to a new level—and there 
has been no basic change in interest rates over 150 years in this country—there 
have been great fluctuations, but it is fluctuation within a range and, therefore, 
they cannot have been back of the general increase in prices that has occurred 
over that period. 


Senator McGrRAnp: Table I gives the list of countries where the minimum 
cost of living is much higher than it is in Canada. Would you say a word as to 
how that has affected the economy of the country and the prosperity of the 
people? 

Professor NEUFELD: Each country is a story by itself and, again, I cannot 
pretend that I have the details of each case. 


Senator McGRAND: Just a short answer. 


Professor NEUFELD: I would say that a number of those countries over the 
years have had serious balance of payments problems and a number of those 
countries have experienced exchange rate devaluation. That is one generaliza- 
tion one can make. 

I think I would also make the generalization that the functioning of the 
capital market in many of those countries, in my view, has been impaired 
because of the existence of inflation. I think, by the same token, Canada has one 
of the most developed capital markets in the western world. There is still 
greater confidence in this country in long-term debt than there is in many of 
the countries that have experienced high inflation. So I would say probably 
another consequence of high inflation in these countries has been that it has 
impeded the growth of well functioning capital markets. 

Whether or not one could say that the relatively higher inflation in some of 
these countries has resulted in certain social upheavals or political upheavals, I 
do not know; but I think it is true in some of those countries that there have 
been changes in the social and political structure that may or may not have 
been related to the problem of inflation. 


Mr. SALTSMAN: This is a supplementary question to the one raised by 
Senator Vaillancourt when he asked about the role of advertising in stimulating 
demand under inflationary circumstances. I presume the senator was interested 
in your opinion regarding whether some measure of control should be taken in 
this area, the same type of control we might take through monetary policy. 
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Mr. OTTO: The senator meant advertising rather than publicity. 
Mr. SALTSMAN: Is that the correct interpretation? 


Co-Chairman Senator CroLL: The professor knows the question well. He 
has been through it before. 


Professor NEUFELD: Personally, I do not think it would be very desirable to 
interfere with advertising in this field because it is part and parcel of the 
competitive process in industry. The trouble is you want to have several of 
these things all at once. You want a fairly competitive industry and increases in 
efficiency with costs as low as they can be. One of the aspects of a competitive 
industry is advertising. At the same time I think we should impose, through 
monetary policy, sufficient restraint on the lending ability of those industries so 
that if they have people who want more loans because of this advertising, that 
is their business. Let them deal with it as best they can. I do not think it is 
desirable to control consumer credit by controlling the advertising activity of 
the institutions within the industry. 


Mr. SALTSMAN: I think it went further than consumer credit. 
Co-Chairman Senator CROLL: Well, we will leave it. 


Mr. CAMERON: I would like, first of all, to return to the question of fixed 
versus floating exchange rate. I was interested in what you had to say because 
for a long time I have felt that the fixed rate presents us with a “Hobson’s 
choice” of inflation, on the one hand, or pursuing an alternative policy which 
will create unemployment, on the other. 

How quickly would the self-regulating features of floating exchange rate 
come into operation to prevent dislocation in the economy, and what effect 
might Canada’s return to a floating exchange rate have on our negotiations with 
regard to—and I know you do not want to get into this dark forest—but 
negotiations on international liquidity? 

Professor NEUFELD: I think at this stage it could well be the people who are 
closest to these problems would form the view that from the point of view of 
strategy it would be undesirable for Canada to opt for a floating exchange rate, 
because they might say we are on the threshold of general improvements in the 
problem of international liquidity. If people who are close to this problem, 
whose opinion I respect, came to that view I would go along with it, but it 
would not change my view about floating exchange rates. I really think the best 
solution would be if Canada, in concert with a number of other countries, could 
at least move to a modified floating exchange rate, as a minimum. 

Of course, there are numerous articles that recommend this and that 
scheme. One that recently came to my attention would involve widening the 
spread between the buying and selling prices of individual currencies permit- 
ting the market to operate within that spread, and then using the average of the 
market rates to determine a new par value at fairly regular intervals, and then 
permitting a new spread around the new exchange rate. I am not wedded to 
any particular scheme, but I can see where this might have the advantage of 
bringing the two camps together—the people who favour a system of floating 
rates, and the people who favour a system of fixed rates. I have seen nothing 
that would lead me to believe that a system of fixed exchange rates is better 
than a system of floating exchange rates. 


Mr. CAMERON: I would like to come back to a question that has been 
brought up several times—the last time by Senator Vaillancourt—with respect 
to the effect of interest charges on inflationary pressures. I would like to refer 
you to Table 5 of the paper presented by Mr. Bryce yesterday, and ask you to 
look at Item 5 on that page. When I looked at this table I was struck by this 
rather interesting feature of it, namely, that the share of the gross national 
product going to rent, interest and miscellaneous investment income has risen 
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more sharply than in any other category except one—and I hope Mr. Hellyer 
notes this—that of military pay and allowances, which went up some 10.7 per 
cent. There has been a steady and quite dramatic rise in this since 1949. 

Professor NEUFELD: Yes. 

Mr. CAMERON: I wonder if you would care to comment on the possible 
significance of that in regard to inflationary pressures. 

Professor NEUFELD: Yes. Well, I think that you will see that that process 
ended in about 1960. 

Mr. CAMERON: No, no. 

Professor NEUFELD: Item 5? 

Mr. CAMERON: Yes, Item 5. 

Professor NEUFELD: If you look at Table 6, Item 5 you will see it shows 
that the increase in the proportion of income represented by rent, interest and 
miscellaneous investment income reached 6.8 per cent in 1960, and in the first 
half of 1966 it was 6.7 per cent. Do you agree? 

Mr. CAMERON: Yes, you are right. 

Professor NEUFELD: So that this means that the problem, if there was a 
problem, ended away back in 1960, well before any of this recent inflation 
occurred. 

Mr. CAMERON: I was just looking at Table 5 where it shows it continually 
increasing, but I see that in proportion to the total— 

Professor NEUFELD: Yes, it ended in 1960. 

Mr. CamMEROoN: Although the increase had been 10.7 per cent in 1965 over 
1949, and 10.3 per cent in 1966 over 1965. 

Professor NEUFELD: Not 10.3 per cent of that. It is just that the increase 
from 1965 to 1966 was 10.3 per cent, but I think that Table 6 does show that 
nothing much happened in terms of the income distribution in that item since 
1960. 

Mr. CAMERON: Yes. Now, I would like to come back to the answers you 
gave Mr. Basford with regard to the desirability or otherwise of imposing price 
controls. First of all, I should like to make clear that no one, so far as I know, 
has suggested complete price control over the whole range of the economy. The 
only suggestion made was that key basic commodities should be subject to price 
control. In your answers to Mr. Basford you raised three objections—at Teast; 1 
got down three. The first that I would like a little more elaboration on is your 
statement that it does not get rid of inflation, but merely hides it. Would you 
elaborate on that statement a bit? 


Professor NEUFELD: Well, to the extent that people have the money to 
spend and, therefore, have the resources with which to push up prices, but 
cannot push up prices because people who sell goods are told the price at which 
they should sell them—to that extent, the people are still left with the money, 
but the price level is being kept down. What do you do in a situation where the 
amount of money they have to spend is greater than the actual goods available? 
Obviously, what you have to do is start rationing, and say there will be so much 
to a customer. Therefore, what I am saying is that the basic problem of 
inflation, in the sense of excess purchasing power, has not been removed. It has, 
in a sense, been hidden. The next stage normally is the development of black 
markets throughout the economy, so the inflationary forces begin to reveal 
themselves through the development of black markets. 

This is why I think it does not remove the problem, but merely hides it, 
and diverts the forces in other ways. 
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Mr. CAMERON: I may be stupid, Dr. Neufeld, but I do not get your 
argument at all. Here is my final question on this. What is the difference 
between imposing price controls on basic commodities, such as steel, aluminum, 
copper, and so on—I listed a number when I spoke in the House—the cost of 
which enters into every cost in the economy, and the imposition of guidelines, if 
the guidelines are going to be successful? Do not exactly the same arguments 
apply to your guideline system? 

Professor NEUFELD: I do not think so. I think it is a matter of degree, sir. If 
one held the view, which I do not hold, that in general market prices no longer 
establish sensible prices, then it would make sense to introduce a system of 
price setting and price control. If one tock the view that there are some areas 
where the market works so badly as to cast grave doubt on the processes that 
that market has established, then you might come to the conclusion that you 
should not have a general system of price controls, but you should have price 
controls in certain areas. Then, one has to make a final decision as to what 
areas. How far does one go? What proportion of the total price setting 
procedure should be represented by price fixing procedures? 

Well, the principle of price fixing we have, in fact, accepted long ago, 
because there are some prices in the country that are controlled. What we are 
really arguing is as to whether this should be extended into other areas. My 
feeling would be that this is a matter for investigation, case by case. Steel, for 
example, because of the impact of foreign competition and because of competi- 
tion within the industry, would be a case probably where the moral suasive 
influence of guidelines would be sufficient to produce pricing procedures that 
would be statisfactory. Other people may have a different view on that score, 
but that is what my view would be at this moment. 

If there are other cases that should be investigated to see whether pricing 
procedures work reasonably well or not they, then, should be investigated on an 
individual basis. 


Mr. CAMERON: Dr. Neufeld, I must say this; if, as you tell us, you are 
confident that the market forces are still operating to control prices effectively, I 
am at a loss to understand why you advocate the guidelines. 


Professor NEUFELD: I am sorry, sir, but everything I have just said argues 
against what you said I have said. I did not say— 


Mr. CAMERON: Perhaps I am stupid. Would you explain your remarks 
simply to me? 

Co-Chairman Senator CROLL: You are not stupid at all. I have known you 
too long. 


Professor NEUFELD: I want to make sure I say what I mean, and not what 
you mean. I think what I have said is that there is obvious evidence—after all, 
the control of utility rates—that there are areas where the price system does 
not work, and this has been recognized for a long, long time. We are not 
arguing extremes here, but we are arguing as to where one needs to draw the 
line between prices that are controlled, as some are now, and prices that need 
not be controlled. This is the position I stated. It is not my statement that the 
price system works well everywhere. 


Mr. CAMERON: I may have misrepresented you there, but I did not intend 
to. I would like you to consider this, Dr. Neufeld. In addition to having basic 
factors in the whole general price structure, there are industries which are, in 
effect, completely insulated from public opinion, upon which you rely. I can see 
where public opinion, if it is properly organized, can have a very decisive effect 
in controlling prices at the consumer level, because these people have to deal 
with their customers. But, it has no effect whatever back further along the 
economic process. The public does not know anything about steel prices. The 
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only place where there is anything about them is on the financial pages, and 
hardly anyone reads the financial pages. Steel is not as susceptible to that public 
pressure that you spoke of with respect to other commodities. 

Again, I would like to know what is the difference, and why price controls 
would have a more devastating effect with the guidelines policy you suggest, if 
you are anticipating the guideline policy to be effective in controlling prices. 


Professor NEUFELD: Let me say, first of all, that the difference between 
your own feelings and mine is that I am less pessimistic about the possibility of 
public opinion having some influence back of the retail level than you are, and I 
have suggested in my comments that one of the problems has been that the 
public has not been given the information for it to form intelligent opinions. 
You are quite right when you say that the only place you hear about things 
such as the steel price indexes is on the financial] page, and you ask who reads 
it. I would say that the logical conclusion to this is to give the public something 
it can see and will see in a new form. I would prefer this approach before I 
would simply go on to the conclusion that you cannot rely on public opinion and 
that you must impose a degree of restriction on the economy. 

Mr. CAMERON: But I would point this out to you, Professor Neufeld, and I 
would like your answer. No matter how agitated you might manage to get the 
general public on the questions of steel prices, and so on, on the economy, the 
fact remains that those industries are not susceptible to the sort of pressures, 
because they are not meeting every day with the public, they are dealing with 
selected elements in our economy. I do not see how they can be affected. They 
cannot be frightened by the attitudes of the public. 


Professor NEUFELD: They might be frightened in certain industries if the 
tariffs, for example, might come down. 


Mr. CAMERON: I am in full agreement with tariffs coming down. 


Professor NEUFELD: I do not put forward the contention that public opinion 
is the only thing by which this might be done, but I do think that we are in 
disagreement in degree essentially, because I think it would be worth while 
seeing what would happen if public opinion were given a chance. 


Mr. CAMERON: On the other hand, your very advocacy of guidelines to be 
issued by some public authority indicates that you have not very much faith in 
public opinion. 

Professor NEUFELD: No, quite the opposite. I think that the very existence 
of guidelines will make public opinion more intelligent, because if the guide- 
lines say that certain price increases and certain wage increases make sense, 
and certain others do not, it is very easy for the ordinary man to relate that 
simple fact to what in fact is happening. One of the interesting things I have 
noticed since the publication of the U.S. guidelines is the frequency with which 
the 3.2 per cent productivity figure has appeared in articles by financial 
columnists and other columnists, and read by people who would never before 
have encountered the concept of productivity. So I think this is a case where the 
guideline has served the purpose of making public opinion more intelligent than 
it was before. 


Mr. CAMERON: Perhaps the automobile companies will settle the argument 
in a few days, Professor Neufeld. 


Mr. ALLMAND: Professor, you said we are no longer in the horse and buggy 
Stage so far as our economic ideas are concerned, that we have a lot of valuable 
tools and information that can be used to combat recession and inflation. Do you 
think these tools can be used effectively in the Canadian constitutional struc- 
ture, from the figures that were given to us yesterday, for example, comparing 
federal revenue and expenditure with provincial and municipal. I refer to page 
2 of Table I. For the last few years the federal Government has had very large 
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surpluses because it has been trying to do something fiscal and monetarywise, 
but the provinces and municipalities have had large deficits. It appears to me 
that if we are to use these fiscal and monetary policies to the greatest effect we 
must have stronger central authority and powers, we must either have a 
unitary state or a strong central authority, as in the United States. I am 
wondering what you think as an economist, whether we can ever be really 
effective in fighting inflation and recessions unless we have these powers. 


Professor NEUFELD: I am slightly less pessimistic than some others over our 
ability to pursue fiscal policies to ensure effective stabilization. I certainly think 
that it is necessary to keep sufficient economic power in the hands of the central 
government to ensure an effective stabilization policy. I think I would agree 
with that. What this really means in terms of the kind of split between the 
provinces and municipalities and the federal Government that we can have and 
still preserve this central power is another matter. 

I think one of the most interesting things has been the great improvement 
in the quality of the civil servants at the provincial level. 

I do not think it is impossible to arrive, through co-operation, at a stabiliz- 
ing fiscal policy at the provincial level to some degree. Again, we are in new 
ground, and we are going to have to be patient, but I think the movement is in 
the right, not the wrong direction. There is also the point I think that the 
amount of economic power you need for purely stabilization purposes may have 
been exaggerated. I think that you need not necessarily have a split between 
the provinces and the municipal governments that you had in the past in order 
still to preserve sufficient economic power in the hands of the federal Govern- 
ment to achieve stabilization purposes. So I am not too pessimistic on this score. 
I think the provinces in time will develop policies that will be more and more in 
harmony with stabilizing growth. Indeed, it is in their interest to have it. 

Mr. Otto: But if the forces of supply and demand were completely free, 
you would not need guidelines; is that so? 


Professor NEUFELD: That is right. 

Mr. Otto: So therefore what you are really saying is that you are substitut- 
ing guidelines to bolster the faulty rules of supply and demand? 

Professor NEUFELD: Yes. 

Mr. OTTO: Rather than controls which are really arbitrary? 

Professor NEUFELD: Yes. 

Mr. OTTO: On that very subject, your paper is written, of course, under the 
rules of free enterprise, and we are discussing this question under the rules that 
are applied in a free enterprise, but you have already admitted that there are 


serious flaws in the supply and demand of labour and by impediment in the 
introduction of new equipment and machinery. 


Professor NEUFELD: I did not say that. 


Mr. Otto: Well, I think that labour by its resistance towards industry 


bringing in new equipment has shown an impediment there. I think you have 
also admitted that. 


Professor NEUFELD: I did not admit that, sir. 

Co-Chairman Senator CROLL: He not only did not say so, he does not admit 
itis 

Mr. OTTO: Will you admit, Professor Neufeld, that the Bank of Canada 
certainly interferes with free enterprise, either for good or bad? 

Professor NEUFELD: No, I would not admit that. 

Mr. OTTO: It does not interfere at all? 

Professor NEUFELD: No. 
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Mr. Otto: In other words, it allows complete, free play of supply and 
demand with money? 


Professor NEUFELD: It controls the supply of money. The distribution of 
money within the context of the total supply that it permits it does not decide. 
This is decided in the market place, and I would say that this is one of the 
greatest advantages of monetary policy, that it does not interfere with many of 
these market processes in the way that direct controls do. 


Mr. OTTO: Would you admit, then, that advertising has a great deal to do 
with demand, and that the people who control advertising for the suppliers of 
goods have a great deal to do with demand? 


Professor NEUFELD: Your question is, do I think that advertising is an 
important factor explaining the level of total demand? 


Mr. OTTo: Yes. 


Professor NEUFELD: Frankly, I do not think it is; I do not think it is 
important. However, my opinion in this area is no more useful than anyone 
else’s. I hope I do not buy something because I am told time and time again that 
I should buy it—it may be that I do, but I do not think so. 


Mr. OTTO: My question was directed to get your opinion as to whether we 
are still functioning under a free enterprise system, or whether there are so 
many impediments introduced into the basic foundation of supply and demand 
that we should consider we are no longer functioning under a free enterprise 
system. Let us decide what we are functioning under, in this question of the 
problem of inflation. 


Professor NEUFELD: I do not know of many situations which you could 
really classify as black and white situations. The economist refers to our 
economy as a mixed free enterprise system. We have had a mixed free 
enterprise system for a long, long time. Economists tell you there are some 
areas in this economy where free enterprise does work; there are others where 
price fixing works. In my view we have never been in a situation where we 
could sit back and say we have a completely free free-enterprise system. I 
cannot conceive of our ever having been in that position. 


Mr. OTTO: We have had changes in the law of supply and demand. 


Professor NEUFELD: Government spending has taken a larger amount of 
G.N.P. If this is a definition of a change in the free enterprise system, one would 
have to say yes there has been a change. But on the question you have asked, if 
it is to be answered on the basis of known facts, it is a very difficult question. 
My own feeling is that probably in a great many areas the price system works 
as well as it ever did, but that we have a clearer Opinion now than we have had 
in the past as to areas where it does not work well. This is the difference. 


Co-Chairman Senator Crott: Can we declare it a draw? There being no 
further questions, may I on behalf of the committee say to the professor how 
very worthwhile this day has been. It has been an excellent presentation. It has 
been a successful one, in that he has clarified matters for us, and I hope that 
they will be clarified for the Canadian people generally. The purpose of the 
exercise was attained, because he said that the most important thing that we 
could do was to bring understanding to the Canadian people. If at the same time 
we can bring it to the Members of Parliament, it is that much more to your 
credit, professor. We are indebted to you. Thank you very much. 


The next meeting will be on Tuesday morning at 9 o’clock, we will go on to 
1 o’clock and then we will adjourn. 


Whereupon the committee adjourned. 
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MEMBERS OF THE SPECIAL JOINT COMMITTEE OF THE SENATE AND 
HOUSE OF COMMONS ON CONSUMER CREDIT 
(PRICES) 


FOR THE SENATE 


Hon. David A. Croll, Joint Chairman 
the Honourable Senators 


Carter, Hollett, Thorvaldson, 

Croll, McDonald (Moosomin), Urquhart, 

Davey, McGrand, Vaillancourt—(12). 
Deschatelets, O’Leary (Antigonish- 

Hastings, Guysborough), 


FOR THE HOUSE OF COMMONS 


Mr. S. Ron Basford, Joint Chairman 
Members of the House of Commons 


Allmand, Coates, Macdonald (Rosedale), 

Andras, Crossman, Mandziuk, 

Basford, Deachman, Matte, 

Bell (Saint John-Albert), Duquet, McCutcheon, 

Cameron (Nanaimo- Hees, Nasserden, 
Cowichan-The Islands), Irvine, Olson, 

Cashin, Leblane (Laurier), Otto, 

Clancy, Lefebvre, Ryan, 


Saltsman—(24). 
36 members 
Quorum 7 


SUPPLEMENTARY ORDERS OF REFERENCE 


Extract from the Votes and Proceedings of the House of Commons, 
September 9, 1966: 


“Mr. Sharp, seconded by Miss LaMarsh, moved,—That the Joint 
Committee of the Senate and House of Commons appointed by this House 
on March 15, 1966, to enquire into and report upon the problems of 
consumer credit, be instructed to also enquire into and report upon the 
trends in the cost of living in Canada and factors which may have 
contributed to changes in the cost of living in Canada in recent months; 


And that a Message be sent to the Senate to acquaint Their Honours 
thereof and to request the concurrence of that House thereto. 


And the question being proposed; 

Mr. Pickersgill, seconded by Mr. MclIlraith, moved in amendment 
thereto,—That the motion be amended by striking out the words “by this 
House on March 15, 1966” where they appear in the second line thereof 
and by inserting in the motion as the second paragraph the following: 


“That the Committee have leave to sit notwithstanding any ad- 
journment of this House;”’. 


And the question being put on the said amendment, it was agreed to. 
After debate on the main motion as amended, it was agreed to.” 


LEON-J. RAYMOND, 
Clerk of the House of Commons. 


Extract from the Minutes of the Proceedings of the Senate, September 13, 
1966: 
“The Honourable Senator Connolly, P.C., moved, seconded by the 
Honourable Senator Hugessen: 


That the Senate do agree that the Joint Committee of the Senate and 
House of Commons appointed to enquire into and report upon the 
problems of consumer credit, be instructed also to enquire into and 
report upon the trends in the cost of living in Canada and factors which 
may have contributed to changes in the cost of living in Canada in recent 
months; and 


That a message be sent to the House of Commons to acquaint that 
House accordingly. 

After debate, and— 

The question being put on the motion, it was— 


Resolved in the affirmative.” 
J. F. MacNEILL, 
Clerk of the Senate. 


155 
24959—13 


a aan Oe te Ak 


ion 9 ants’. tat Bavoat” ict 


me alti v boidioggs une sim Res 
a lo: ziisideni sit foqu toqst Has as. 
Car: i (tresay pget bet oti Stipa 3! Yr a re 


~“geed veer. dauiw ems aRs, fre ene ton BL ain. Ae“ tog rh 


Pe Ve pagatlttinns 448927 sf Po ba8e), nea Risa ous At abyerhs bob tad us 
(artaetont- lod'h this Goon Of Slant ott ot cpa oe auaaaoMl 8 aides 


- 
_ oe 


ce Nay ih 019590, ANGLE tly} re, ashe enionc : aut Rape wieien | 


F i ‘Besar 3 adiad naideay Bai hats 


» 


es i “ap _ 

my Aeagsbeno Te es. DOVOME aud vent thE wel bshadose iteeTogs 

ah halt ve? Axio | Sh SyOcte sees web Bok U8 tigtroret ots at | 
eso i Hf hixooae Sith, oe ee as ‘oi oat “SUL , a! Aira mo x. : 

Tad sBdiwe Fok and CaS eRe feonah i528 OW: af caulk ih gciheadt vd b 

e fh eeEe Wiic tril catantiweoe Tt. OF avgol.rrnd gciidtee o} Bah adit jes 


“ ; oe *yoagiok y eirts to ise ’ 
‘ = en j d 


ui At hao teaemw i tesa Dibe'sas 0 tae aa fod. seni tee ou sit bit A, a 


a 7.03 hasty esw. ii avehtorae 4s colloid ties ony ay otal, foth”” . a 


* 1 ™ 7 
' CYVACVRASS bce FT IAS “tee . 
[> . AAOMY Af. 1-Viga . . 
: , 5 — ; : ‘ Pins 
I ake can * a eee | sl wit tesee iP y r 48 Sees AY 
ours SACS e yD Dy SULLY BS Mya (4. » ; u- © a) | Ure 


* R | | | wig lem: : Pe wa 
. fa, “Xie 


a) ¥ . Se . we : ; " Le \ - 7 “ * . 
el tsdiidse .sisced adi lo sanifssethead? 20°eoiutem sis stot rane! 


| ge vd bsbaoose (bovom 9:9 .vfoaded aalanee. oi a Sit? 5 
: a ee 
bs . uMmesonuh inane sideiwsonol 
. bose sisnse oft lo sottiatiaoD tcie!. off telt satge ob otanse ed} dedT 
dh comin fydgay hoe ofaf minors od Doleieags enoramoD Yo savor 
>») “Bre ohh oxide dt ole bstonwant od tihevs watdenoca Yo -emeldorg 
2 Poli eidios) bee shane) ot usiiyi to Jeno odd Gt abaow ie ogi SiOCqs 
~  \ geoot nf ‘shane ni eaivifl ie Jnoo Say of asnasde of betuerd os oven veo 
Pia | | | . hos ;afinom 
|. J6ai tatsopos of aneramos io seualt ott of fase ed sgeecent a ‘iadT 
‘Vigaibiosog saat 
a: -—bis .tedab x92 De Le 
} ae Yi atotieds odi ae jue aaied moifeorp out ° 


Pha “svitgiriiie sft of beyioeeH | 
7 ee Pa Pe © Avene hl | r 4 a 
ae , axe Y by Ss el , iT Abs 
“i Marsa siTjorwan7T . . 
% / - § be 
esi. 
‘ # oe 
tial : ; 
¥ 7 
= Pi ; 


MINUTES OF PROCEEDINGS 


TUESDAY, October 4, 1966. 


Pursuant to adjournment and notice the Special Joint Committee on 
Consumer Credit (Prices) met this day at 9.00 a.m. 


Present: For the Senate: The Honourable Senators Croll (Joint Chairman), 
Hastings, McDonald (Moosomin), McGrand and O’Leary (Antigonish- 
Guysborough) .—5). 

For the House of Commons: Messrs. Allmand, Andras, Basford (Joint 
Chairman), Cameron (Nanaimo-Cowichan-The Islands), Cashin, Clancy, 
Macdonald (Rosedale), McCutcheon, Ryan and Saltsman.—10. 


In attendance: Dr. R. Warren James, Special Assistant; Mr. Marcel Joyal, 
Q.C., Associate Counsel; Mr. Jacques L’Heureux, C.A., Accountant. 


The following were heard: 
Department of Agriculture, Production & Marketing Branch: 
Mr. S. B. Williams, 
Assistant Deputy Minister. 


Mr. R. K. Bennett, Director, 

Livestock Division. 

Mr. A. D. Davey, Director, 

Poultry Division. 

(Tables and charts referred to by Mr. Williams and Mr. Davey are 
printed herewith as Appendices 2 and 3 respectively. ) 


At 12.30 p.m. the Committee adjourned until Thursday next, October 6, at 
9.00 a.m. 


Attest. 
John A. Hinds, 
Assistant Chief, 
Senate Committees Branch. 
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THE SENATE 


SPECIAL JOINT COMMITTEE OF THE SENATE AND 
HOUSE OF COMMONS ON CONSUMER CREDIT 


EVIDENCE 
OTTAWA, Tuesday, October 4, 1966. 


The Special Joint Committee of the Senate and House of Commons on 
Consumer Credit met this day at 9 a.m. 

Senator David A. Croll and Mr. Ron Basford, M.P., ‘Co-Chairmen. 

Co-Chairman Mr. BasrorpD: There being a quorum present I will ask the 
meeting to come to order. 

Honourable senators and members, we have as our witness this morning 
Mr. S. B. Williams, the Assistant Deputy Minister (Production and Marketing) 
of the Department of Agriculture. He will be making a statement on food 
prices, and then will be available for questioning. 


Mr. Williams, it might be convenient if you, first of all, introduced to the 
committee all of the officials you have with you, so that we shall know who they 
are. 


Mr. S. B. Williams, Assistant Deputy Minister (Production and Marketing), 
Department of Agriculture: Thank you, Mr. Chairman. Honourable senators and 
gentlemen, this morning the presentation will be in two parts. The proposal is 
that I make a very general type of statement, and following that Mr. Davey, the 
Director of our Poultry Division, will speak on poultry and egg prices. 


I have with me also this morning Mr. Frank Shefrin and Mr. I. F. Furniss 
from our Economics Division, Mr. C. R. Phillips, Director General of our 
Production and Marketing Branch, and Mr. R. K. Bennett, Director of our 
Livestock Division. At later meetings these and other officials of the department 
will appear. 


First of all, I must apologize for the absence of copies in French of the 
statement I am about to make. These will be available within a few moments, 
and before I finish making the statement, I hope. 


The Department of Agriculture has been asked by your committee to 
appear before you to provide data in respect of prices of various agricultural 
commodities, either at the farm gate or at the first primary marketing level at 
which production and cost data is collected. 


Here I wish to emphasize that the various commodities prices, because of 
the nature of the commodity and the nature of the marketing pattern, that are 
collected either by our department or the Dominion Bureau of Statistics may 
vary as to location. By that I mean they may be collected at what we call the 
farm gate; they may be collected at the factory; they may be collected at the 
stockyard. But, the prices which each individual official who will appear before 
you from the Department of Agriculture will in general be making reference to 
will be the price that is considered to be the farmer’s price, whether or not 
it may involve him moving the commodity to some primary marketing 
position. 

At this and later meetings my colleagues will deal in detail with production 
and price patterns for specific commodities in recent months and over the past 


159 


160 JOINT COMMITTEE 


years, and it is therefore not my purpose this morning to comment on 
individual price relationships. 

It will be useful, however, prior to the individual presentations to outline 
in a general manner some considerations in respect of the pricing of agricultural 
products, and the general position in which the Canadian farmer now finds 
himself. 

We have under cultivation in Canada some 175 millions acres, or about 7 
per cent of our land area. This total acreage under cultivation has not changed 
Significantly within recent years, although the percentage of what is defined as 
improved land has shown an upward movement, and now totals about 60 per 
cent of all farm land. The census of 1941 reported some 700,000 farms. By 1961 
this number had fallen to 480,000, and it is estimated that since that date the 
number of farms has decreased annually by about 15,000. 

Farm size has expanded, averaging now some 360 acres as compared with 
about 275 in 1951. At the same time, capital invested in agriculture has risen by 
Over 50 per cent in a decade, with the most spectacular increase being that for 
machinery which has risen by about 100 per cent. 

Concurrently Canadian farmers have expanded output substantially. In the 
past 16 years the physical volume of agricultural production has increased by 
about 66 per cent. While the largest volume gains have been in wheat, poultry 
has shown the most sensational percentage increase—approximately three-fold. 
Livestock, in particular cattle, has also shown substantial gains over the same 
period. 

This expansion in output through increased size of operation and through 
the employment of technological advances has permitted farmers to remain in 
business despite the upward movement in the costs of goods and services that 
they have had to purchase. Over the past 15 years the Dominion Bureau of 
Statistics index of goods and services bought by farmers has risen nearly 60 per 
cent. During that period the estimated gain in agricultural productivity was 
over 60 per cent. In the same period the index of prices received by farmers 
increased by only about 7 per cent. 

Despite the very significant increase in total productivity currently agricul- 
ture employs just under 10 per cent of the total Canadian labour force as 
compared with 25 per cent in the mid-forties. 

Since it would appear from data available that farm prices have increased 
significantly less than farm costs, it might be useful to consider the role 
played by the farmer in the entire pricing structure. Here generalizations are 
almost impossible and, once again, the various commodity experts who will 
appear before you will deal with this point from the aspect of the particular 
commodity or commodities that they are covering. 

Perhaps the outstanding characteristic of agriculture as a sector of the 
economy is that it can do little to affect the prices it receives for its products. 
For not only is the total supply/demand picture modified by the fact that the 
total supply available at any time is the result of independent decisions made 
previously by farmers across the country but natural factors play a large part 
in determining the total supply. 

In an effort to meet this situation and to bring greater stability to the 
industry, producer marketing boards have been established. Under such boards 
action can be taken to improve the relative bargaining position of farmers. The 
role and authority of the boards may vary from one of quality control and price 
negotiation to price, marketing and production controls. 

A further factor is that in general, foods and food products can move easily 
from one country to another and thus the supply/demand relationship in other 
countries can have a marked effect on the prices that the Canadian farmer 
receives from his products. In fact, especially for fresh fruits and vegetables, 
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during certain times of the year the price may be largely determined outside 
the boundaries of Canada. 


Some agricultural products are what might be called volatile and show 
remarkable response to price pressures. Included in these are commodities such 
as potatoes where the production-price cycle is usually short and severe, with 
high prices in one year bringing out more than sufficient supplies in the 
following year with consequent price reductions to the farmer. Eggs fall in the 
same category although, because of the capitalization required to establish and 
operate a production unit, the cycles are somewhat longer. 


Perhaps the segment of agricultural production least responsive to price 
pressures is dairying. Here capital expenditures are relatively inflexible and 
changes come slowly. These changes, whether they be for increased or de- 
creased production, represent major revisions in the capital structure of the 
farm, which in effect leads to stability of production. 


In this connection it should be noted that food prices have different 
meanings for different groups of our economy. To the farmer, price is the 
return that he receives at the farm gate or at the nearest market point. To the 
consumer it is the sum total of his grocery bill at the nearest food store. While 
the two are related, they do not necessarily move in step. 


Between the farmer and the consumer there has developed a large process- 
ing and retail distribution industry which provides each year more and more 
Services to the consumer, thus today when a consumer purchases food at a food 
store he is buying not only an agricultural commodity but he is also buying a 
service. For this reason over the years less and less of the consumer’s dollar has 
gone to the farmer. A study of the foods produced and sold in Canada shows 
that the farmer, in the first half of the 1960’s, received around 41 per cent of 
each dollar spent by the consumer at the food store as compared with 58 per 
cent in 1949. 


Departmental officials have made estimates of the spread between the farm 
price and the retail price. Here it should be emphasized that these estimates 
provide only a broad indication and cannot be used to measure precise 
quantitative relationships. Data is not available to show the proportion of the 
different components making up the difference. It is, however, believed that 
these estimates indicate the reduced influence that the price at the farm gate 
has on the price at the food store. The nineteen agricultural commodities that 
were shown in the report of the Royal Commission on Price Spreads have been 
looked at. These commodities were—beef, pork, fluid milk, evaporated milk, 
processed cheese, creamery butter, broilers, eggs, flour, bread, potatoes, canned 
tomatoes, frozen peas, canned peas, canned corn, fresh apples, canned strawber- 
ries, frozen strawberries, and canned peaches. It was found that, with the 
exception of processed cheese, butter, broilers, frozen peas and frozen strawber- 
ries, the price spread has risen substantially during the period 1949 to 1965. 


A factor of some importance that has contributed to the increased cost of 
food has been the changed pattern of food consumption over the past 15 years. 
According to the latest data available, the per capita consumption of cereals 
dropped by 15 per cent in the 15 years starting 1950. Potato consumption also 
declined. On the other hand, fruit and vegetable consumption increased. Beef 
consumption per capita showed a gain of about 50 per cent, and the remarkable 
increase in the per capita consumption of poultry (109 per cent) has already 
been noted. On the other hand, consumption of dairy products and of butterfat 
has declined. 


Not only has the nature of the average food basket changed over the years 
but in general the quality of the product, as measured by grading standards, has 
increased. For example, in 1950 some 16 per cent of all beef graded in Canada 
fell in the top two grades, Red and Blue. Today this percentage stands at 49. 


162 JOINT COMMITTEE 


Despite the quality increase and the change in the nature of the average 
food basket, it is of interest to note that the proportion of personal disposable 
income spent on food at the retail level has been declining. During the period 
1949 to 1953, 24 per cent of the disposable income was spent on food. By 1965 it 
was down to 20 per cent. 

Perhaps Table IV best summarizes the current position of the farmer, his 
increase in income over recent years has been almost entirely the result of 
expanded production. 

Now, gentlemen, may we take a moment to glance through these tables. I 
do not intend to go through them in detail, but simply to run over them to 
explain them, and we will be prepared to answer any questions you wish. 


(See Appendix 2’) 


Table I is simply the indices of the physical volume of agricultural 
production, using 1949 as the base. You will note the figure I quoted for all 
commodities, namely, that total production had increased to 158.9 per cent. Also 
of interest is that for cattle there has been almost constant growth. Hogs 
remained almost unchanged. It has varied from year to year but the production 
has not shown any great trend since 1959. Livestock, resulting from the impact 
of cattle, has increased somewhat. Broilers show a remarkable gain. Eggs show 
a downward trend within recent years, but still upwards in respect of this year. 
Dairy product, essentially the same as eggs, but at a lower level. Field crops, of 
course, being the most erratic, because of the impact of the size of the wheat 
crop. You will notice the 1961 figures compared to that of 1965, which 
represents very largely the wheat crop. 


Co-Chairman Mr. Basrorp: Are there any questions just by way of 
explanation of the table, but not on the statement itself? 


Mr. WILLIAMS: Table II is a very simple table of farm operating expenses 
and depreciation allowances, supplied by the D.B.S., and it shows the number of 
farm operators. The third column is obtained simply by dividing the second into 
the first. It shows that the cost of operating a farm has increased above the 
figure that I quoted earlier, namely, 158.9 per cent since the base year, which 
was 1960, which is quite a recent base year. 


Co-Chairman Mr. Basrorp: Are there any questions on that table? Table 
ITI. 


Mr. Wiuui1aMs: I do not think I will go into detail about Table III. I believe 
it is self-explanatory. It is the index numbers of commodities and services used 
by farmers, using a much more distant base year—1935-39, and you will see 
later why that more distant base year is used. The most significant figure 
probably is labour, and possibly the last two figures are the most significant of 
all the figures. It shows an increase of 100 percentage points in April of this 
year as compared with April of a year ago. 

It has just been pointed out to me, and I should call it to your attention, 
that these are index numbers of prices, not of the volume or total value. These 
are of the prices. It is not clear in the heading. 

Table IV is the one I made reference to at the conclusion of my remarks as 
being probably one of the more significant tables that I have included. Here you 
will note that, while since 1949 farm cash receipts have risen to 157.5 per cent, 
the index of the price of agricultural products, that is, the price at the farm, has 
risen only by 6.6 per cent. 


Mr. RYAN: May I ask for an explanation why that might be—the last item 
mentioned on Table IV, Index of Farm Cash Receipts, 157.5; Index of Farm 
Prices of Agricultural Products, 106.6? 


Mr. WILLIAMS: The reason for the farm increase is tied in with an earlier 
table which showed that the physical volume of agricultural production had 
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increased by 160 odd per cent over recent years. So the increase in total farm 
receipts is accountable very, very largely by the increase in the physical volume 
of production rather than by increase in prices—according to this data which 
has been collected by D.B.S. 


Mr. RYAN: Thank you. 


Mr. WILLIAMS: Next we have the Trends in Agricultural Productivity. This 
shows the growth rate in agricultural production, depending on the base year 
and depending on the method of calculation, of approximately 23 per cent. 


Co-Chairman Senator CroLu: How does that compare with the agricultural 
productivity of similar countries? 


Mr. WILLIAMS: There is extreme difficulty, sir, in comparing it, because of 
the different manners in which different countries record their statistics and the 
different manners in which they report them at different levels. I should say, in 
explanation, however, while I cannot give you at this moment exact figures, 
because these figures are not exactly comparable, at a recent conference of 
economic experts, which was held in western Canada, one of the conclusions 
was that the increase in agricultural productivity in Canada was commensurate 
with that of any of the western nations or the more advanced nations, in terms 
of growth; and many people felt it was higher than most. 

Once again, sir, it depends a little on the year, because you will note the 
remarkable effect that the Canadian wheat crop has on it. 

We have here a figure that, to the best of our ability, is comparable to the 
Canadian one, although we would not wish to guarantee its comparability. It is 
for the United States. There, where I have the figure 162 per cent showing the 
average in 1963-64, the comparable figure that we have for the United States is 
126.8. 

One thing which must be appreciated here is that, when we talk about 
these levels and these growths, a lot depends upon the level in the base year 
chosen. In comparing any country with a country that was relatively advanced 
at the time the base year was selected, the growth and the index obviously is 
going to reflect that position. 


Mr. McCutTcHEoNn: Do you have any figure for the increased productivity as 
compared to any other industry in Canada—or is that a fair question? 


Mr. WILLIAMS: I am not sure whether it is a fair question, sir, but we have 
the figures. 


Senator McDonaLp: Before we get into that, would it not be true that one 
reason why the United States is 126.8 compared to our 162 in Canada, is the fact 
that they have acreage control in the production of wheat in the United States? 


Mr. WILLIAMS: This could easily be reflected in that. It could also be the 
function of the base year, that relatively their productivity might have been 
better at the jumping off point—because we are talking about an index here. 


Senator McDonatp: At the jumping off point in the United States they 
may not have had this wheat control. 


Mr. WILLIAMS: That is quite right. 


Co-Chairman Senator Cro.Lu: Then I understand, as a result of the ques- 
tioning by Senator McDonald, the figures you gave us are not comparable? 


Mr. WILLIAMS: They may not be comparable, sir, that is correct. I tried to 
emphasize that at the beginning of my remarks, that it was extremely difficult 
to obtain comparable figures between various countries. The figure within 
Canada is quite comparable—between years that is to say. The comparison 
between years is correct for Canada, but we deliberately refrained from 
putting in tables for other countries, because of the difficulty. I think the 
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statement made at Banff, with reference to their conclusions, possibly is the best 
summation of the position that one can take on it. 

I have a table here, which uses a different base period. It uses 1949 as the 
base period. It shows the index of net output per person employed. You will 
appreciate that this is a different figure from the one we have given earlier 
here, in respect of growth productivity. It is net output per person employed. 

Using 1949 as the base period of 100, agriculture in 1965 showed an 
increase of 276.5; manufacturing showed an increase of 176.7; and all commer- 
cial non-agricultural industries showed 152.5. 

The annual growth rate for the six-year period, 1960-1965—the most 
recent six years—was, for agriculture, 6.1 per cent; for manufacturing, 4.1 per 
cent; for all commercial non-agricultural industries, 2.7 per cent. These are 
D.B.S. figures. It has been pointed out to me that the figures I have just quoted 
are Bureau of Statistics figures but the calculations of the growth rate are 
departmental calculations based on D.B.S. figures. 


Mr. MAcpdONALD: That would be, in the case of agriculture, on account of 
the experience in regard to the wheat crops in the last five years? 


Mr. WILLIAMS: That is correct, sir. You will be interested in knowing that 
in 1961, which was the most recent small wheat crop, the index stood at 186.6. 
The next year, when the crop got back to normal, or possibly a little better than 
normal, it was up to 223.6. The year 1965 once again reflects a relatively large 
wheat crop. 


Co-Chairman Mr. BAsrorp: If there are no further questions, we will move 
on to Table VI. 


Mr. WILLIAMS: Table VI is a calculation of tables that have gone earlier, 
and I need not comment on it, other than to indicate that the number of persons 
supported by one farm worker in terms of total food and fibre has increased 
quite remarkably over the last 15-16 years. 

Here we have a figure that I would like to add in order to show better 
comparability: In 1949 a farm worker in Canada, that is, in the base year, 
produced enough food and fibre for 16 people; in the United States the 
comparable figure was 15. In 1965 the figure for Canada was 39, and the figure 
for the United States was 37. 

The growth rate in both countries, comparing 1959-60 to 1964-65, is 
identical at 7 per cent. 


Mr. ALLMAND: Sir, how did you determine these figures? Does this mean 


the number of Canadians who are supported by one Canadian farmer in food 
and fibre products? 


Mr. WILLIAMS: This represents the total product of Canada, divided by the 
per capita consumption—no, excuse me, it relates our total production to the 
total number of persons that it would support on the basis of the average per 
capita consumption of Canada. 

Mr. ALLMAND: It does not include the food we export? 

Mr. WILLIAMS: Yes. 

Mr. ALLMAND: It does? 


Mr, WILLIAMS: Yes, it uses average Canadian per capita consumption 
figures. Actually, I believe the calculation is as follows: We calculate our total 
production in physical volume of production, divided by the number of farm 
workers, and we divide that once again by the average per capita consumption 
of the Canadian citizen. 


Mr, Ryan: The American might consume an awful lot more than that. That 
would make it different. 


Co-Chairman Senator Cro: But the Hottentot might take a little less. 
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Mr. WILLIAMs: I am informed that the total calorie consumption north and 
south of the border was almost the same, but the food basket varies somewhat. 
The composition of the average diet as compared with the composition of the 
average Canadian diet, that is. 

Mr. CASHIN: Americans do not eat as much salt cod as that. 


Mr. WILLIAMS: I am not sure about the salt cod; they certainly do not eat 
as much salt butter. 

Co-Chairman Mr. Basrorp: It is nice to know that Newfoundland is back 
with us again. | 

Mr. CASHIN: On a point of order, Mr. Chairman, I am accustomed not to 
receiving documents in my native language, Gaelic, but I would like to draw to 
the attention of the Chair the fact that there are not sufficient translations 
available of the information floating around the table. 

Co-Chairman Mr. Basrorp: The Clerk will make a note of that. We will 
pass on to Table VII. 


Mr. WILLIAMS: Table VII breaks down the index of farm prices and should 
be used in conjunction with Table III, which was the index numbers of the 
prices of commodities and services used by farmers. 

You will note there, if you look back to Table III, that in 1965 the 
composite index of the farmer’s commodities and services was 321.8; whereas, 
against the same base period of 1935-59, the index number of farm prices of all 
commodities was 272.2 

The annual growth weight of his costs was 2.1. The annual growth rate of 
his farm prices was 1.7. 

Turning to Table VIII, this is the most recent data that we have on the 
changes in the nature of the foods eaten by Canadians, comparing 1949-51 with 
1964, and I believe that there is an error here. If you will look at the top figure 
over at the right-hand side, that should be percentage average 1964 over 
1949-51. We do not have the figures for 1965 yet. 

This simply is in support of the information that I provided in my 
statement. Cereals have decreased 15 per cent; potatoes 5 per cent. Fruits and 
vegetables: the total fresh equivalent of fruits is up 17 per cent and of 
vegetables is up 18 per cent. Dairy products, over all, are down about 11 per 
cent. However, you will notice the quite remarkable increase in cheese and in 
concentrated milk by-products. This concentrated milk by-product is represent- 
ed almost entirely by the growth of domestic utilization of dry skim milk 
powder. 

Turning to the meat, while the total carcass weight, or, rather, the total in 
terms of carcass weight, has increased by some 15 per cent, beef is up 50 per 
cent. Poultry: once again the remarkable rates of increase are seen here. 

Table IX shows the retail value of all domestically produced foods. It shows 
in the second column the farm value. The third column is simply the difference 
between these two, and the fourth column is column No. 2, namely, the farm 
value, expressed as a percentage of the retail value. . 

_ I quoted the two terminal or outside figures in respect of this table in my 
earlier comments. 


Co-Chairman Mr. BAsrorD: Gentlemen, are there any questions or have you 
all been stunned into silence by these figures? 


Mr. MACDONALD (Rosedale): I would be interested to hear the witness’ 
reference to the effect on Canadian prices of international prices, that is, in both 
directions: International price increases and decreases. 

Perhaps, if I could take different commodities, is it, firstly, a fact that the 
Prices internationally, either in the world or in North America, can have a 
direct effect on Canadian prices? 
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Mr. WILLIAMS: There is no doubt that international prices can have a very 
direct effect on the prices of Canadian food products, with the exception of a 
very limited number of Canadian foods, where our tariff structure is such as to 
almost insulate the Canadian market from such imports, or where we have an 
active support program and where there is an actual embargo against such 
foods entering this country. 

Mr. Macponatp (Rosedale): In terms of affecting the prices, that prevents 
the prices from going down rather than from going up? 

Mr. WiLLiamMs: The embargoes and the high tariff rates, yes. There is no 
argument about that at all. 

Mr. Macpona.p (Rosedale): Is it not so that in the case of some commodi- 
ties the prices have gone up rather than down as a result of international 
changes in price? For example, take grain. Would the gradual world shortage of 
cereals have had an upward effect on the price of grain over the past 10 years? 

Mr. WILLIAMS: There can be no other answer than yes, that there is a short 
supply. There is no doubt prices have gone up in recent years, and there is no 
doubt that the demand has been the reason for it. 

Mr. Macponatp (Rosedale): And when the price goes up internationally it 
directly affects the price in Canada? 


Mr. WILLIAMS: Yes, there is no question about that either. 

Senator McDonatp: Is it not true, when you are talking about cereal 
grains, that under the International Wheat Agreement, which is the largest 
cereal we are talking about, you have a floor and a ceiling, and this ceiling has 
not changed in the past six years? 

Mr. WILLIAMS: That is correct, Senator McDonald, yes. 

Senator McDONALD: But it has moved within the floor and ceiling? 

Mr. WALKER: It has moved within the agreed international range. 

Senator McDonaLp: But regarding the world price of wheat, the ceiling has 
not changed in the last six years? 

Mr. WILLIAMS: No. 

Mr. MACDONALD (Rosedale): But the price has moved up? 

Mr. WILLIAMS: Yes, there is no doubt about that. 

Mr. MACDONALD (Rosedale): Within the limits? 

Mr. WILLIAMS: Yes, within the limits of the international agreement. 


Mr. MACDONALD (Rosedale): The same would be true of livestock, I take it, 
principally cattle? Prices, on the whole, have moved higher as a result of higher 
prices in the States? 


Mr. WILLIAMS: I wonder if we could defer that question. We are going to 
have one of our expert witnesses present the entire cattle position. There is no 
doubt, however, I can make one broad statement, that the price of cattle in 
Canada is set on a North American basis. 


Mr. MACDONALD (Rosedale): What other commodities are there that resem- 
ble those two, in the sense the prices have been moving up in the last few 
years? 

Mr. WILLIAMS: I think the biggest two—and I am not suggesting they have 
moved up because of this, but they have been set on a North American 
basis—-are hogs and certain fruits and vegetables at certain times of the year. 


The tariff structure in respect of fruit and vegetables is a rather complex one 
and will be dealt with, once again, at a later date. 


Mr. MACDONALD (Rosedale): Alternatively, there are products, I take it 
other than fruit and vegetables, and products like dairy products, the price of 
which has been under downward pressure because of international prices? 
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Mr. WILLIAMS: Yes, I think at almost any time one can isolate examples of 
commodities which are under downward pressure because of international 
prices. Possibly the most significant one at the present time, in terms of 
Canadian diet, is sugar. The world price of sugar at the present time, I believe, 
is under two cents, and it is not so long ago that it was better than 12 cents. 

Mr. Macponatp (Rosedale): That has been reflected in the domestic retail 
price of sugar? 

Mr. WILLIAMS: This reflects immediately in the domestic retail price of 
sugar. 

Mr. MAcDONALD (Rosedale): As a side question, if we had entered into fixed 
purchase price arrangements for sugar in years past when the price was high, 
we would now be fixed with a domestic cost for sugar even though the world 
cost abroad was low? 


Mr. WILLIAMS: Depending on the type of agreement that was entered into! 
Mr. Macpona.p (Rosedale): Yes. 


Now, certain commodities—for example, butter and certain fruits and 
vegetables—you mentioned are protected by the tariff structure. Let us talk 
specifically about butter in relation to New Zealand butter. 


Mr. WILLIAMS: Because of our support program for the dairy industry 
butter is protected by a complete embargo. 


Mr. MACDONALD (Rosedale): This means that the prices of these products, in 
so far as the consumer is affected by them, are not affected in a downward 
direction at all by international pressure? 


Mr. WILLIAMS: The price of butter in Canada is affected solely by govern- 
ment policy. 


Mr. MACDONALD (Rosedale): And the same way with fruits and vegetables? 


Mr. WILLIAMS: No, not to the same extent. The situation is quite different 
in respect of fruits and vegetables. There are no fruits and vegetables at the 
present time that are under any type of quota restrictions, or quantitative 
controls of any type. Fruits and vegetables have what are known as seasonal 
rates of duty. These seasonal rates of duty mean that during the time that—and 
this is not quite true across the whole piece; I am generalizing when I am 
Saying this—our fruits and vegetables are in season the tariff rate is altered to 
provide protection. When our fruits and vegetables are out of season, the tariff 
rate is either removed or very significantly reduced so that the Canadian 
consumer does not have to pay the increased costs because of tariffs. 


Mr. Macponatp (Rosedale): So that the decreased cost of fruits and 
vegetables during the seasonal period which might otherwise result from 
international competition is prevented by these seasonal tariff rates? 


Mr. WILLIAMS: No, in general the burden on Canadian supply brings the 
price during our on season—that is to say, the on season of production in 
Canada—well below the price during the off season. 


Mr. MAcDoNALD (Rosedale): But the price would probably drop even more 
but for the seasonal tariff rates? 


Mr. WILLIAMS: You are asking a hypothetical question, and all I can give is 
a hypothetical answer, It would depend entirely on the supply in the country of 
origin. 

Mr. MAcDONALD (Rosedale): Did we put the tariff in there for hypothetical 
reasons, or did we have something in mind? 


Mr. WILLIAMS: The basic reason why it was put in in this manner was to 
protect Canadian producers against what might be called tail end crops from 
our neighbour to the south. Let us take corn on the cob, which used to be a 
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straight seasonal crop here. South of the border their crop comes on considera- 
bly earlier than ours. It is possible for them to move in—and I am saying this as 
though they were doing it deliberately, but it is simply the merchandising 
procedure followed by the trade, and not anything deliberate in that sense of 
the word—but it is quite possible for them to market the tail end of their crop 
here at the time when the first of our crop is coming in, and move a commodity 
in that is, in essence, surplus to their total requirements at a time when our 
people feel their product should be bringing the top price. 

Mr. MacponaLp (Rosedale): This marketing practice would not really 
amount to dumping, strictly speaking? 

Mr. WILLIAMS: It does not come under the technical definition of dumping, 
because they are not selling here any more cheaply than they are selling there. 

Mr. MAcpoNALD (Rosedale): With respect to poultry, are the same phe- 
nomena in effect as regards fruits and vegetables? From time to time is there 
need for protection of the Canadian producer because of the low cost of 
American poultry coming on the market? 

Mr. WILLIAMS: The Canadian producer certainly is of that opinion, sir. 

Mr. McCuTcHEON: I have one supplementary to Mr. Macdonald’s (Rose- 
dale) question. In connection with beef, I got the inference from his question 
and the reply that while we are on a North American market for beef, the 
pressure is always upward. I do not think you want to leave that impression 
with this committee, that the price is always up. 

Mr. WiLtiaMs: I tried to explain that when I was answering the portion of 
the question relating to hogs, where I said that pressure could be in either 
direction. It is in either direction with all these commodities, and it is not 
restricted to any one commodity. 

Mr. MacpDonaLpD (Rosedale): How has the trend of pressure been in the last 
five years on hogs and cattle? Has it been upwards or downwards? 

Mr. WILLIAMS: I am going to have to ask Mr. Bennett to answer that as a 
particular question, but it has been in both directions. 


Mr. R. K. Bennett, Director, Livestock Division, Department of Agriculture: 
It has definitely been in both directions, depending on the volume of marketings 
which are tied to hog cycles or cattle cycles. To be specific, with hogs the 
pressure was upward beginning about May, 1965; and then in the last month 
the trend was definitely downward. 


Senator McDoNnaLp: Would it be true to say that there was a change from 
an upward pressure to a downward pressure in this same 12-month period? 


Mr. BENNETT: Within a month it could change. 


Mr. MacpoNnaLp (Rosedale): How responsive are retail prices to these 
variations in respect of, for example, the price of hogs? What is the observed 
result there? 


Mr. WILLIAMS: I am afraid that in respect of hogs we are not in a position 
to give a categorical answer. We do not collect prices at the retail level in the 
department. We collect all of our prices at the primary level, as I explained 
earlier, and I am afraid I cannot give you a categorical answer. 

Mr. Macponatp (Rosedale): But your observation was that up until 
recently there had been a trend in hog prices. 


Mr. WILLIAMS: But Mr. Bennett was referring to hog prices to the 
producer; not necessarily at the retail level. 


Mr. BENNETT: I was referring to hog prices on the market, and that is the 
price to the producer. 
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Mr. MAcDONALD (Rosedale): What effect would that have on the retail 
price? 

Mr. WILLIAMS: All I can say, once again, is that we do not collect specific 
data on this, but as a generalization as producer prices go up there is definitely 
a relationship. 


Mr. MAcDONALD (Rosedale): In other words, the retail prices would go 
up—not by the same percentage, but they would go up? 


Mr. WILuiaMs: I think I would have to say: Yes. They may not go up 
immediately. If it is a short term switch they may not go up at all, or they may 
go up without any change in the price. While they are related they do not move 
hand in hand. 


Co-Chairman Senator CROLL: But, Mr. Williams, the rise in the price of 
bacon in this country in recent weeks and months has been notorious. Do you 
mean to say the Department is unaware of it? 


Mr. WILLIAMS: We are well aware of it,.sir. 


Co-Chairman Senator Cro.u: Then tell us what you are aware of. I can tell 
you what my wife tells me, but that is not evidence. 


Mr. WILLIAMS: I am afraid I am in the same position, sir. We do not collect 
prices at the retail level. 


Co-Chairman Senator Crotu: No, but somebody does collect them in the 
Department. The Dominion Bureau of Statistics collects them. I am asking you 
what you are aware of. You happen to be the witness, and I am not, so tell us 
what your wife told you. 

Mr. WILLIAMS: I am not too sure as to whether she would like me quoting 
her, but I am quite prepared to do so. I think that the price of certain processed 
products has within recent time not followed as closely as it has in previous 
years the upward or downward movement in hog prices or other meat prices at 
the producer or primary level. Mr. Bennett will be quite prepared to deal with 
this question, because he has the data available, when he appears as a witness. 
He will give you an outline as to the prices received by the producers of hogs 
during every month right up until the month of September. 

Co-Chairman Senator CroLu: But, Mr. Williams, that is not good enough 
for us. I am sure Mr. Bennett will give us all those prices, but we have to have 
some comparable figures. You are the head of the Department, and I do not 
know why you should not be quite outspoken. However, that is your preroga- 
tive. What you said, in effect, if I understood you, was that the relationship 
between the price of hogs at the farm and the price of bacon on the table was 
not quite as normal as it had been ordinarily. Is that right, Mr. Williams? 

Mr. WILLIAMS: That is correct, sir. 

Co-Chairman Senator CROLL: Was it down or was it up? 

Mr, WILLIAMS: It was up, sir. I have here, sir, a document entitled: “Prices 
and Price Indices, July, 1966”, published by the Dominion Bureau of Statistics 
who are the people who collect the retail prices. It shows that side bacon, fancy, 
Sliced, rind off, per half pound, in J uly, 1966 was 65.9 cents; in June, 1966 it was 
64.3 cents; in July, 1965 it was 58.0 cents; in June, 1965 it was 52.5 cents; for 
the entire year 1965 it was 56.2 cents; and for the entire year 1964 it was 47.6 
cents. So, we have here comparable figures for the year 1964 of 47.6 cents per 
half pound, and for July, 1966 of 65.9 cents per half pound. 


Co-Chairman Senator CroLL: That is per half pound, so the price per 
pound was $1.30? 
Mr. WILLIAMS: I have here, sir, hog prices at Toronto per 100 pounds. 


Mr. MACDONALD (Rosedale): That is in “Hogtown” too. 
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Mr. WiILLIAMs: This is the wholesale price of hogs. It is not quite the figure 
that I would like to have. It is not quite the price to the farmer; it is the price 
that hogs are traded at—the wholesale price. 

In June, 1966 it was $37.39 per one hundred pounds; in June, 1965 it was 
$33.81 per one hundred pounds, an increase of approximately $3.50 per one 
hundred pounds. That compared with a bacon price that went from 52.5 cents to 
63.4 cents per half pound in those same months. 

Co-Chairman Senator CROLL: While the increase in the price of the hogs 
was what? 

Mr. Witu1aMs: The price of the hogs went from $33.81 per one hundred 
pounds to $37.39 per one hundred pounds. 

Co-Chairman Senator CROLL: There is $4 there; is that right? 

Mr. WILLIAMS: About $3.50, sir. 

Co-Chairman Senator Crouu: And by the time it got to the retailer the 
price had gone up 12 cents per half pound? 


Mr. WILLIAMS: Yes, twelve cents per half pound. 


Mr. McCutcHeon: In Toronto in July the price of hogs hit $44, while bacon 
in the supermarket was $1.07 per pound in my area of Chatham. Hogs are now 
$33 per one hundred pounds, and bacon is $1.37 a pound in the same 
supermarket. Mr. Bennett, is this what you refer to as a normal or an abnormal 
following of trends? 


Mr. BENNETT: I would like to say, Mr. Chairman, that the supply of. hogs, 
due to the supply situation, will at times move quite drastically one way or the 
other. The product from those hogs in a general way—particularly the bacon 
product, or the cured product—does not show up on the counters for at least 
two weeks, so I can only assume that the chain stores or the large retailers do 
not adjust their prices directly, but wait until it is evident that there is a 
definite trend either up or down in prices. This is my understanding of what 
they do. I have no knowledge of what they actually do, but I assume that that 
would be the procedure which they adopt. Therefore, when the price of hogs, as 
you will recall, went very dramatically up to the $44 mark the general feeling 
or belief among the retailers at that time, I assume, was that this is not going to 
stay at $44, so there was not a move to put the retail price completely in line 
with it at that time. It may be fair to assume that at the price that they have 
settled out at, the price of bacon is at this time what they would call a normal 
relationship to the price of hogs. 


Mr. McCutcHeon: I don’t think that would satisfy the housewife. 


Mr. WiuuiAMs: If you refer to Table IX you will find that it shows what the 
long-term trend has been as opposed to the short-term trend. 


Co-Chairman Senator CROLL: I intend to question you on that table when 
the others have finished. 


Senator McDoNnaLp: In Table IX, in 1949 the total value of raw food 
materials is given at $1,234,000, which were handled at the retail level in the 
amount of $2,111,000; in other words, not quite double, but by 1964 the value 


had increased to $2,043,000, not through increased prices generally, but through — 


increased production; but they had by that time more than doubled, when you 
arrive at the retail value. In other words, from the evidence that you have 
given and the totals you have presented us, two significant things have 
happened so far as agriculture is concerned over this period. The value of 
agricultural products has increased because of increased production, but their 
value has not increased because of an increase in the value per unit; and if the 
cost of living is increasing in Canada year by year, and everybody knows it is, it 
is not because farmers are getting higher prices, by and large. Is this true? 


: 
} 
- 
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Mr. WILLIAMS: If you turn to Table IV it shows that since 1949 farm prices 

_ have fluctuated up and down, and in the last five years—well, you will all recall 
farm prices in 1951 and 1952—you will see there the indices were the highest 
they have been within this period under consideration, but over the whole 
period the total growth up to and including the year 1965 is 6.6 per cent in farm 
prices, whereas the increase in productivity in terms of total return, which 


includes the increase in price, the 6.6 per cent, was 157.5, or 57.5 per cent 
_ increase. 


Mr. McCutTcHEon: I think what the senator was after was the fact that on 


Table IX the farm value of raw food materials was $1,234 million, while in 1964 
it was $2,043 million. 


Mr. WILLIAMs: If you look at the fifth column on the right hand side, you 
! will see that in 1949, 58 cents of what was spent went to the farmer, and in 
1964, 41 cents. : 
Co-Chairman Senator CRoLL: What is wrong with answering Senator 
_McDonald’s question by saying for the record that the farmer is not getting any 
larger portion of the whole pie than he got formerly, and it seems to be less? 


| Mr. WILLIAMS: That is exactly what I said in my statement, sir, and I said 
| 


his increase in income over recent years has been almost entirely the result of 
expanded production. 


Co-Chairman Senator Crouu: But that is saying it in an indirect fashion. 


| Mr. WILLIAMS: I am quite prepared to say it in a direct fashion, that 
from the data available the increased return the farmers in Canada have had in 
past years has been almost entirely the result of increased productivity, and 
only 6.6 per cent of that toal increase in their cash receipts can be attributed to 
-an increase in their prices. 
| I might further go on to say that these indices that we were working with 
‘in terms of prices are only up to and including the year 1965. I have the figures 
up to and including the year 1966, and the index for J uly 1966 was two 
: percentage points lower than the average for 1965. 


Co-Chairman Senator CROLL: Could we have those figures? 


| Mr. WILLIAMS: These are preliminary figures, but for the month of July, 
which is the latest figure, there is no change in the index of farm prices as 
compared with the entire year 1965 which I have reported in the table: For 
some of the earlier months this year there were increases over and above the 
average for 1965, but these were all very marginal. The highest month is March, 
where it increased 7.3 percentage points. Once again, it was pointed out to me 
that these indices for the month of J uly do not include final payments from the 
wheat pool. 


| Co-Chairman Mr. Basrorp: Could you give to the committee those figures 
So that they could be added to the table we already have, for the members? . 


Mr. WILLIAMS: Yes, most certainly. If you turn to Table VII, that is the 
‘best way to add them, because they are quite comparable there. If you would 
add to 1965, just below it, 1966, I will give you the months, and this is for all 
commodities: January, 277.6; February, 283.9; March, 279.5; April, 276.6; May, 
278.8; June, 277.9; and July, 270.0. | 


Co-Chairman Senator CROLL: Mr. Williams, I may have misunderstood you, 
but take a look at Table IV for a moment. I understood you to say that that 
index of farm prices of agriculture by July 1966 had dropped from 106.6 to 104 
something. Is that what you said? 


Mr. WILLIAMS: No, sir. We are under difficulty here, because of different 
base years used. This is why I chose to use Table VII, which uses the base years 


1935-39. These were chosen because the index for commodities and services 
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used by farmers is based on those same years. This was to make that table 
comparable to Table III. 

Table IV, however, that we are speaking of, brings it to a more recent year 
and uses the base year 1949. So they are the Wenticul figures really calculated 
on a different base year. 

Co-Chairman Senator CROLL: Except that the figure of 106.6 becomes — 
106.4? 

Mr. Wiziu1AMs: No, sir. What really happens is that in Table VII the figure 
272.2 for 1965 becomes 270.0 for July. Now, exactly the same components are in 
that but a different series of base years was used. - 

Mr. ALLMaAND: Mr. Williams, in Table III showing the list of costs to the 
farmer, farm wage rates shows the greatest increase to be 4.01 per cent from 
1949 to 1966. Is this the total wage bill of Canadian farmers? That is one 
question. Secondly, does it include the income of the farm owner, or just the 
wages he pays to his helpers? 

Mr. WiILLIAMs: In answer to the first part of the question, first of all, it is 
not the rate since 1949: it is only the growth rate in the last five years, from 
1960 to 1965. It refers to prices, not total value. It only includes hired labour. 

Mr. ALLMAND: In the previous table, Table II, it shows total farm operators 
had decreased by 4 per cent from 1960 to 1965, but despite that, the wages paid 
to hired labour have gone up by 4.1 per cent. 

Mr. WiLiIaMs: That is the annual rate at which it has increased, yes. On 
Table II, the people included there were operators operating for their own 
account, and employers. 


Senator McDONALD: I should like to make it clear that committee members 
should realize the significance of these questions. The number of farm operators 
has gone down 4 per cent in the period 1965, but this increase in farm wages is 
not an increase in the total amount of money being paid for farm wages: it is an 
increase in the rate of wages. Is that right? 


Mr. WILLIAMS: That is correct. 


Co-Chairman Senator CROLL: Senator McDonald will also admit it was 
about time it did that. 


Senator McDONALD: I will not deny that. 


Mr. Macponatp: Can we refer to Table IX? In the second column from the 
right, the difference between the total farm retail value and the value of raw 
food materials—are you, or someone in your group, in a position to comment 
and answer questions on the components of that figure, the components of food 
processing industries. 


Mr. WILLIAMS: We have no breakdown on that. Possibly a later witness, 
from the D.B.S., will be able to provide that. We are using D.B.S. figures. 


Mr. MacponaLp: Perhaps I might put a question to the chairman. I 
apologize for not being at the previous meetings. I was away at the United 
Nations. Have you had a witness from food processors, retailers, and so on? 
That is one cost component. 


Co-Chairman Mr. BAsFrorD: No, we have not. 


Mr. MAcDONALD: Would it be a valid generalization to say that, in part, that 
figure has risen between 1949 and 1964 because of the consumer willingness or 
demand to have great service put into food, in the form of better packaging, 
food of great sophistication, frozen food, and so on? 


Mr. WILLIAMS: I think it is a fair statement to say that there is a 
ee a here that represents more sophistication, packaging, and further 
reezing. 


i, 
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Mr. MAcDONALD: I have a final question. On page 6 of your brief, the last 
two sentences of the first paragraph. You noted that “the proportion of personal 
disposable income spent on food at the retail level has been declining” and you 
indicate the percentages. Is it not a fact that, as average real incomes go up, and 
this is for the country as a whole, inevitably that percentage will decline? 


Mr. WILLIAMS: Certainly it is a function of the level of income, at the 
efficiency of the agriculture within the country, and the amount of protection 
afforded agriculture within the country. 


Mr. MACDONALD: It may be that I can put the question in another way. If all 
have higher real incomes, then we will be spending a smaller proportion of our 
real incomes on food, will we not? 


Mr. WILLIAMS: In general, the demand for food is less elastic than are other 
demands, so I think the answer must be yes. 


Mr. MAcDONALD: Thank you. 


| Mr. RYAN: Could the witness give us any idea of the percentage of domestic 
produced foods retailed in Canada, and the percentage of foreign produced 
foods retailed in Canada? 


| Mr. WILLIAMS: We export about 30 per cent of our total production, and we 
import about 20 per cent of our total consumption. Our net trade balance, in 
terms of agriculture or production, is favourable by about that 10 per cent. 
These are round figures. I will get you the exact figures, but I am quoting only 
round figures. The percentage that exports contribute vary almost exactly with 
our wheat crop. 


Mr. ALLMAND: On page 5, at the beginning of your second paragraph, you 
“say: 

| “A factor of some importance that has contributed to the increased 
cost of food has been the changed pattern of food consumption over the 
past 15 years.” 


i do not know if you read them or heard them on the radio—would you be 
willing to comment on the statements by Mr. Loeb? He said that one of the 
Teasons for the increased cost of food was this changed pattern in food 
consumption, something similar to what you have, that the housewife or 
consumer demanded a better type of food, demanded, for example, things 
already processed rather than, let us say, prepare it for themselves: and because 
they are demanding this, this has forced up the price of food products—of 
course, this is at retail. Since you made that comment, I ‘wonder if you might 
comment on what you think of his statement. 


Mr. WILLIAMS: My comments referred not so much to the increased 
sophistication of packaging but to the fact that the diet had in fact changed, by 
a reduction in the starchy components of the Canadian food basket, namely, 
cereals, flours, potatoes, to an increased protein diet as evidenced by the 
Increase in fresh fruits and vegetables and as evidenced by the increase in 
meats also. I was not really referring to sophistication of packaging but I do 
believe, and I mentioned it earlier, that this has been a contributing cost. 

Giving you solely a personal opinion at this time, I think this has been 
partly brought on by the percentage of women at the present time employed 
outside the home. Once again, as a personal opinion, I think it has been 
motivated to quite a large extent by the very large percentage of women 
employed outside the home as compared with 15 to 20 years ago. 


Senator O’LEary (Antigonish-Guysborough): This is because they have not 
time to prepare the raw materials. 


Do you have the producers figures for the price of meat, New York versus 
Montreal? 
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Mr. WILLIAMS: We do not have them with us. These will be given by Mr. 
Bennett—not versus New York but versus the big market that assists Canadian 
prices, the Omaha market rather than the New York market. 


Co-Chairman Mr. BaAsrorpD: Mr. Bennett will be giving evidence later in the 
week. 


Senator McDONALD: I want to go back to the statement that we are eating 
more protein and less starch and that part of the reason is that so many women 
are now in the work force. Is it also not true that, in so far as the standard of 
living of the country increases, the consumption of proteins increases and the 
consumption of starches goes down? Does this not reflect the fact that 
Canadians are living better today than ever before? 


Mr. WILLIAMS: I did not make myself absolutely clear. That is correct. But 
the point I was trying to indicate was that the increased degree of sophistication 
in packaging and processing was part at least the result of the percentage of 
women employed. I did not intend to imply that the change in the food basket 
was a result of this. You are quite right: it is an indication of a higher standard 
of living. 

Mr. CASHIN: As everybody else has done, it would seem, Mr. Williams, that 
wives who do not work also like to buy processed and packaged foods? 


A MEMBER: You will get into trouble over that one. 


- Co-Chairman Mr. Basrorp: I think the witness might Gecline to answer 
that. Are there any other questions? 


Mr. Casuin: Both the witness and myself seem to be eating plenty of 
potatoes. 


. Mr. McCutTcHEON: I have one further question. We realize that a better 
standard of living has developed in this country over the past many years, and, 
as you pointed out, this is the protein factor; but many of us, having grown up 
in the depression years, are old carbohydrate eaters from away back. 

However, the point I was wondering if you would care to comment on was 
this: Mr. Macdonald (Rosedale) brought out the fact that a lower percentage of 
the income is used now in food, as this table shows. I do not think it is fair just 
to leave the impression that all of this has been caused by an increase in the 
standard of living. I would hazard a guess that a tremendous part of this thing 
has been brought about by the excellent efficiency of our farm people. Probably 
as much has been brought about by that as by the increase in the cost of living. 


Would you care to comment on that? It appears to me from the figures and 


information that we have here that our farm people are just ‘efficiencing” 
themselves right out of the business. 


Mr. WILLIAMS: I tried to cover that in my remarks, sir, where I indicated 


that the physical volume of agricultural production had, in the past 16 years, 
increased by about 66 per cent and that it was only by the fact that farmers had 
been able to increase their physical volume of production that they had been 
able to meet, in part at least, the increased costs of the commodities and 
services that they had to buy. 


I said that this had not been met, except to a very minor extent, by 


increases in the prices that they received. 


Mr. McCutTcHEoNn: But it was implied that the features that are there, 


increased wages, increased salaries, cut down, in a family, the amount of total 
income that was required for food. 


My point is this: The efficiency of the farmer has contributed to that just as 


much as the increased wages in this country have. 


Mr. WILLIAMS: I think there may be a misunderstanding here. I do not 
believe I ever said that it cuts down the total amount of money they had to 
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spend. The only thing I referred to was the percentage of money they had to 
spend. 


Mr. McCutTcuHEon: I guess I did not make myself clear. 


Mr. WILLIAMS: Certainly, had the farmers of Canada not been able to 
increase their efficiency, there would have been no alternative to major 
increases in prices; and, possibly, the percentage of disposable income would 
have remained constant or even increased. 


Senator McGranp: Is there any way to determine the increase in the cost of 
living resulting from the increase of the cost of packaging? 


Mr. WILLIAMS: I am sorry, sir, but I did not hear the first part of your 
question. 


Senator McGranp: Is there any way to determine the increase in the cost of 
living owing to the increase in the packaging of food that has gone on in the last 
few years? 


Mr. WILLIAMS: We do not, sir, have any information on that, I am afraid. 


Co-Chairman Mr. BAsForD: We hope, Dr. McGrand, to have some evidence 
on that later, if we can obtain it. 


Mr. ALLMAND: Mr. Williams, you were referring before to the lag in the 
action between the change in rail prices and the price at the farm. You said that 
sometimes it takes a couple of weeks. I was wondering what the usual time is, 
let us say, between the date when some meat is sold from the farm and the 
date when it is actually sold at retail? Does that vary a lot, let us say in big 
cities especially? When I go into a store, for instance, and buy bacon or any 
meat, could it have been stored there for a long time or is it generally sold a 
couple of weeks or a month after the time it is actually butchered? 


Mr. WILLIAMS: Beef is normally sold within two weeks of the date of 
slaughter. Fresh pork is probably sold within three or four days. Cured and 
processed pork may be sold almost any time after butchering, but on the 
average, I am informed, is sold in a month. Fresh poultry is sold almost 
immediately and is comparable to hog. Frozen poultry, however, may be 
marketed after two or three months. Certainly, turkeys are held, on an average, 
for two or three months, but I am informed that they can be held for as long as 
a year in certain cases. 


Mr. ALLMAND: I have one other question. Does your department have 


_ figures or statistics which show how quickly consumers react to changes in 


prices? For example, if the price of beef or chicken should go up, would people 
go back to hamburger or would they start eating fish? 


Co-Chairman Mr. Basrorp: Mr. Allmand, I wonder if you would mind 
speaking into the microphone? 


Mr. ALLMAND: I am sorry. Is there a hesitancy on the part of the consumer, 
once he gets used to high-grade meats and more protein foods, to go back to, let 


_ us Say, carbohydrates? 


Mr. WILLIAMS: I do not think I can answer that categorically, because it 
depends very much on the type of food. Beef, for example, shows very little 
producer reaction in terms of price. People apparently buy beef because they 


_ like it; they do not change their purchasing pattern much in response to price 
_ changes. The pattern changes quite quickly for some of the other meats as well 
as for some other products. 


Eggs is one of the more quickly changing products. When the price of eggs 


| goes up, people tend to cut back their purchases. On the other hand, when the 
_ price goes down, they do not tend to pick their purchases up. The response does 
_ hot seem to be very fast when the price goes down. 
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In butter we have a good example of the response of the consumer to price 
changes. You gentlemen will recall that in 1958 the price of butter in Canada, 
and this is the wholesale price as handled by the Agricultural Stabilization 
Board, was increased from 58 cents to 64 cents. There was immediate consumer 
reaction, and consumption dropped from approximately 19 pounds to about 153 
pounds per capita. 


Mr. ALLMAND: How would you say that affects the sale of margarine? 


Mr. WILLIAMS: The sale of margarine was hardly affected at all in that 
case. There was some increase. In 1962 the price of butter was dropped from 64 
cents to 52 cents and almost all the loss in consumption per capita was regained. 
Total consumption was not regained, but there was a change in population in 
Canada over those years, so that almost all of the loss was regained. It did not 
quite come back up. The per capita consumption suffered about one-half pound 
by the change. 

Incidentally, when this increased there was very little change in the per 
capita consumption of margarine. It represented increased usage almost entire- 
ly. However, this did indicate that one particular commodity at least was price 
sensitive. 


Co-Chairman Mr. Basrorp: Could I ask one question in conclusion? You 
have commented on the change in the nature of the contents of the food basket. 
Do you know if D.B.S. has changed the weighting that it gives to the 
ingredients in the cost of food index? 


Mr. WILLIAMS: We cannot give you those in detail. There have been some 
adjustments in the food basket, and I think possibly, sir, that representatives of 
D.B.S. will appear before you and will be able to give you in detail exactly 
what those adjustments have been. 

Co-Chairman: I would like to thank you, Mr. Williams, for your formal 
statement this morning and for answering the questions of the committee. 

Mr. Williams and his department are readily available to the committee 
and we might well have them back again. 

Our next witness is Mr. A. D. Davey, Director, Poultry Division, Production 
and Marketing Branch, Department of Agriculture. At the moment, however, I 
am going to suggest that we adjourn until five minutes to 11. 

—Upon resuming at 11 a.m. 

Co-Chairman Mr. BasFrorp: I call the committee to order. 


Our next witness is Mr. A. D. Davey, Director, Poultry Division, Production 
and Marketing Branch, Canada Department of Agriculture, who has a prepared 
statement which, I trust, has been distributed. 


Please go ahead, Mr. Davey. 


Mr. A. D. Davey, Director, Poultry Division, Production and Marketing Branch, 
Canada Department of Agriculture: Ladies and gentlemen, as indicated in 
the package that you have before you, we are dealing now with the poultry 
situation. In that package, in addition to the outline of the material which I am 
about to go through—and it is available in the two languages—there are also 
tables dealing with marketings for turkeys, broilers and eggs, as well as charts 
setting out some of the tables in a graphic form. These tables will appear in the 
report of proceedings at the end of my presentation. 


(See Appendix “3’’) 
The following material submitted by the Poultry Division, Canada De- 


partment of Agriculture, is based on volume and price data gathered from 
registered commercial hatcheries, registered egg grading stations and registered 
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poultry processing plants throughout Canada. The statistics gathered from these 
various plants cover a very high percentage of the total hatched, marketed 
and/or processed in Canada. Involved in the departmental programs particular- 
ly for the marketing of eggs and poultry meat is the requirement of grading 
which involves the use of the nomenclature such as “Canada Grade AY) this 
normally being considered to be the consumer grade. This same basis of grading 
also applies in settlement with producers for most poultry products. 

The statistics gathered from the phases of industry already referred to 
includes data related to production, volume of product marketed, prices paid to 
producers and many other details. It is gathered from a broad industry area in 
numerous marketing centres in each province, is processed through the various 
provincial offices of the division and is published by the Department of 
Agriculture in the Weekly Poultry Market Report. 

Through this medium there is adequate statistical data made available, 
particularly on the quantities of laying stock, chicken broilers or turkey poults 
placed on farms along with extensive marketing data to allow interested parties 
to reasonably accurately forecast production and marketing trends and the 
likely influence of such trends on producer returns. 

Returns to Canadian producers for poultry products are basically depend- 
ent on the Canada market trends. Although, on the one hand, these market 
trends may at times be influenced in varying degrees by importations or even 
possible importations, on the other hand, Canada is presently exporting only 
limited quantities of poultry products. 

Dealing now with poultry meat in general: 

The remarkable increase that has occurred in poultry meat production over 
the past decade is unparalleled in the field of agriculture. 

The total tonnage of turkeys and chicken processed in 1965 was in excess of 
five times greater than in 1955. This increase has been greatest in the small 
broiler weight turkey and the broiler chicken—two very popular consumer 
items. 

The consumer demand for poultry meats has risen steadily over the past 10 
to 15 years. In the five year period of 1961 to 1965 per capita consumption of 
poultry meat at 33 pounds, was twenty-one percent above the 1956 to 1960 


_ period and fifty-six percent above the 1951 to 1955 period. 


The per capita consumption of poultry meat reached 36 pounds in 1965 and 


| is expected to be approximately 39 pounds for 1966. 


This increased consumption of poultry meat has been the result of the 
continuous availability of large quantities of good quality product in forms 
easily prepared by the consumer and at prices that she was prepared to pay. 

These advances have been possible as a result of the rapidity with which all 
segments of the poultry industry have made use of the latest technological 


| developments in poultry raising, marketing and merchandizing. In addition, 
_ extensive information has been made available to the consumer in the prepara- 
_ tion and serving of various poultry dishes. 


Dealing now with turkeys: 
Turkeys are marketed in three weight groups, the turkey broiler which is 


| under twelve pounds live weight, the medium weight mature bird which is 
_ between twelve and twenty pounds and the heavy mature bird over twenty 
_ pounds. The heavy mature birds are largely for institutional use. 


Prices to producers for all weights of turkeys have remained reasonably 


constant over the past five-year period as will be seen on the table dealing with 
_ volume of turkeys marketed and related monthly prices to producers. 


If you want to turn to the top set of tables in your package, you will see 
there under the heading, “Turkeys”. “Total volume processed by months in 


Canada (eviscerated weight) and monthly average live weight prices per pound 
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paid to producers, London, Ontario.’”’ We have picked one particular point 
because we cannot give you the prices at all points. 

In this table it shows, in three sections, the volume month by month and 
the price for the periods 1962, 1963, 1964, 1965 and 1966 to date. 

The top table shows this information for broiler weight. In the centre of the 
page is the table showing the same material for the medium-weight mature 
bird. And at the bottom of that table is shown the material for the heavy- 
weight bird. 

In each case we have shown totals for the year, average prices for the year; 
and across the bottom of the page you will find information showing the 
increase in the total tonnage of turkeys processed through registered grading 
stations over that five-year period. You might be interested to note that in 1966 
the volume to date—that is, to the end of August—is running at about 76.7 
million pounds, compared with 59.3 million for last year, and 45.4 million two 
years ago. This shows the increase that is continuing to take place. 

Average farm value of turkeys for the five year period 1961-65 has dropped 
twenty-five percent from the five year period 1951-55 and thirteen percent 
from the period of 1956-60. 

Now dealing with chicken broilers: 

As already stated the production of chicken broilers over the past ten years 
has increased rapidly and will likely continue to do so. 

I might add, but probably not with the same relative rapidity as it has in 
the last 10 years. As indicated on the tables relating to the marketing of broiler 
chicken the prices that producers have received over the past five years have 
fluctuated only in a limited way, with the exception of occasional periods of 
overproduction such as in the Thanksgiving and Christmas seasons when turkey 
holds the centre of popularity as the meat dish. 

Similar to the price situation with turkeys, the five year average for 
chicken for the period of 1961-65 was thirty-one percent lower than the 1951-55 
period and seventeen percent lower than the 1956-60 period. 

Before leaving broilers, I would refer you to the second table in your 
package which sets out the volume of broiler chickens processed at registered 
processing plants. This is again by months, showing the average price for the 
month, starting with 1962 and running through to August of 1966. Here again, I 
might point out that as of the end of August, 1966 the volume processed 
through registered processing plants was 243 million compared with 214 million 
to the end of August, 1965 and 203 million to the end of August, 1964. 

In other words, from 1966 to date is 13 per cent over the same period in 
1965, and 20 per cent over the same period in 1964. 

It has been drawn to my attention that in the meat picture the prices on 
these tables are live prices paid to the grower at the registered processing 
plants. These are not the dressed or eviscerated prices. These are the live prices, 
but the weights are the processing weights as they go through the plants, so 
they are the eviscerated weights. 

So much for poultry meat, and I come now to the egg picture. 

Although egg production has also benefited from modern technological 
advances providing greater efficiencies, similar to that achieved in poultry meat 
production, egg production has not yet achieved the same state of uniformity in 
volume of production as is the case with poultry meat production. With poultry 
meat production, the volume trend seems to be steadily upward whereas 
with egg production there is still a tendency to definite cycles of long and 
short supply. In egg production there are many more people involved in making 
decisions concerning the extent of production, as a result changes in production 
can be more pronounced and supplies can more easily get out of balance with 
domestic requirements. 
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In addition small swings in supply from a short position to a surplus 
position seem to result in much greater variation in producer prices for eggs 
than in many other agricultural commodities. Frequently the change in price in 
either direction is more marked than the change in volume would indicate. A 
possible combination of reasons for this tendency is 


(1) although egg production is tending to develop on the basis of egg 
sheds around large consuming centres, there are frequently quanti- 
ties of quality eggs available from more distant production centres, 
and 

(2) eggs for table use are not considered to be a storable product; the 
“shelf life” of the modern egg is reasonably short. 


Prices paid to producers for eggs delivered to grading stations throughout 
each year have reasonably similar annual seasonal patterns. The level of the 
seasonal trend may, however, vary from year to year depending on the overall 
volume of production. 

The trends of the past four years demonstrate exactly what can happen 
relative to egg production. 

Mr. Williams, I believe, in his report made reference to this lack of 
stability, and we will see it as we refer to the charts on eLgS. 

The relatively high prices received by producers in 1963 resulted in a 
substantial increase in the number of chicks raised for egg production purposes 
during the last half of that year and into early 1964. 

Before I go further I will explain this chart behind me. In actual fact it is 
the first chart you have in your group of charts, but in order to make it a little 
more easy to follow we have put the lines in in colour. This chart behind me is 
the same as the one in front of you for the Canada Average Weekly Volume of 
Canada Grade A Large Size Eggs. 

If I may move back here, I will say that this blue line is the trend of our 
marketings for 1964. The three sets of lines at the bottom show the trend of 
volume of eggs marketed. The three lines at the top show the prices related to 
the volumes marketed. These are the prices to the producers, delivered to the 
registered egg grading stations. 

The substantially increased volume of eggs marketed commencing in early 
1964 resulted in a downward trend in producer returns throughout the balance 
of that year and the first half of 1965. This blue line shows the year 1964. We 
are now moving into our increased volume, starting here on the chart, and we do 
get a slow step-up here. I might also point out that these lines represent the 
average weekly volume for the month. They are in thousands of cases of 30 
dozen each, and, of course, this chart refers only to Grade A large size eggs. The 
price refers to the average price in the last week of each month, and, as I 
pointed out, we have only used three years on here in order to avoid confusion. 
If you want to take it back still further you can refer to the third set of figures 
you have in your tables. The table at the bottom of the sheet will take it back 
into 1963 and 1962. 


The substantially increased volume of eggs marketed commencing in early 
1964 resulted in a downward trend in producer returns throughout the balance 
of that year and the first half of 1965. As I pointed out, every year it is quite 
normal to have the same seasonal variations. So, you get these swings indicated 
on the graph, starting at the first of the year, and these other swings throughout 
the year. Although it is going up at this point on the graph it is still lower than 
| compared with the previous years, and you can carry this back to the years 
_ before that. 


Throughout this period of low prices many small producers went out of 
business, and many others, large and small, cut back in replacement stocks with 
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the result that the volume of eggs available, related to demand, dropped sharply 
by the end of July 1965, and producer prices commenced to rise accordingly. 
You can follow this again by the red line on the chart. Relatively high producer 
prices have prevailed since that time. 

Again, I emphasize the fact that you will find each year the price tends to 
move up starting in mid-summer, and they invariably peak somewhere in this 
area of the late fall months. As I pointed out also, the level of these trends may 
vary throughout the year according to the supply for the entire year. 

Producers of poultry meat and eggs, by force of circumstances, have 
actually done much to keep down the costs of food. In August the consumer 
price index for poultry meat and eggs, related to a 1949 base of 100, were 80.8 
and 110.6 respectively in contrast to the level of 148.1 for food costs generally. 
This figure of 148.1 is a correction of the figure of 198.1 in the draft you have 
before you. I would just point out that that figure of 110.6 was affected by this 
particularly high cycle we are going through in egg prices in this particular 
year. 

Increasing poultry productivity, that is improved production methods, has 
resulted in a lower trend in unit production costs, and in lower average prices 
of poultry products generally. 

Consumers have obtained most of the benefit from advancing poultry 
technology in the form of lower average prices and better quality products 
_ marketed on a continuous schedule throughout the year. On the other hand, 
poultry producers have had to adjust their operations to constantly narrowing 
profit margins, and to larger scale operations in order to remain competitive in 
the present trends toward increasing integration. 

Many of the smaller poultry enterprises, particularly in egg production, 
have been discontinued because of the extremely narrow profit margin through- 
out extensive periods of the past few years. Although current prices to 
producers are more favourable lower prices will occur again in the foreseeable 
future. 

I might just refer to one other table which I did not make mention of in 
my brief, namely, the table dealing with eggs which is the top table of those in 
respect of egg prices. Whereas the one table shows the relationship of volume of 
Grade A large size eggs marketed in Canada to the price for Grade A large size 
eggs, the other table to which I now refer, at the top of the page dealing with 
eggs, related to All Canada weighted average prices Paid to Producers for All 
Grades of Eggs. Here we relate total marketings to the average for all grades. 
The details of this table are also set out in the other chart in the package. In 
view of the fact that the one figure deals with Grade A large size eggs, which is 


the most popular consumer grade, we have used this grade in relating it back to 
the consumer level. 


Co-Chairman Mr. Basrorp: Thank you, Mr. Davey. Mr. Macdonald? 


Mr. MACDONALD (Rosedale): My first question is as to the reason of the 
growth of consumer demand for poultry meats. I suppose this is an aspect of the 
ancient question, which came first, the chicken or the egg. Was it better 
production or some consumer factor that created a better market for poultry 
meats? 


Mr. DAvrEy: Probably it was a combination of factors. I think on the poultry 
side through the application of the improvements in technology, the greater 
efficiency in production, lowering production costs, increased pounds of meat 
per man hour of labour, and so on, was the one factor that made it possible to 
keep poultry prices down, and that combined with the fact that poultry on the 
counter in the supermarket in comparison with prices for other proteins was a 


much more favourable purchase, and as a result the consumer migrated towards 
the poultry products. 
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Mr. MacponaLp (Rosedale): So you would say there was a greater im- 
provement in poultry than a comparable improvement in beef? 

Mr. DAveEy: No, I did not say that. I would say, though, that one reason that 
has kept the poultry price down, in addition to what I have said, is that it has 
had a habit of being consistently in reasonably long supply. 

Mr. MAcDONALD (Rosedale): Has there been any change in the scale of 
operations—of an individual operation in the poultry meat field? Have they 
tried to get larger and larger units? 

Mr. DAvey: That is correct, yes. 


Mr. MAcDONALD (Rosedale): So that there would be fewer units of larger 
size than say ten years ago? 


Mr. Davey: Units are getting larger in size, and there are also more units. 


Mr. MACDONALD (Rosedale): Is the same question of scale involved in egg 
production? 


Mr. DAVEY: Very definitely. 


Mr. MACDONALD (Rosedale): I noticed your observation that recurrence on 
the part of Canadian consumers is based on market trends. I take it that 
relatively they are only slightly influenced by either foreign sales or foreign 
purchases? 

Mr. DAvEyY: Periodically they are affected by the influence of outside prices, 
yes. 

Mr. MAcDONALD (Rosedale): Now, with regard to poultry meats. Is that 
affected on account of the tariff structure? 

Mr. Davey: No. In using poultry as an example. If, for example, the United 
States has a production far in excess of their needs, that may greatly affect our 
Canadian price. We do not necessarily have to have imports. Just the fact that 
product could be imported may affect the Canadian price. 

Mr. MAcDONALD (Rosedale): Is egg production subject to foreign competi- 
tion in the same way? 

Mr. DAVEY: It is to a degree. 

Mr. MACDONALD (Rosedale): It is possible to transport eggs over some 
distance, is it? 

Mr. Davey: Although some eggs moving into Canada from nearby points in 
the United States may move into table use, the bulk of the eggs coming into this 
country throughout the year are used for processing purposes, frozen and dried 
product. 


Mr. Macponaup (Rosedale): What is the relative market of the two 
categories? 

Mr. DAveEy: Probably about 10 per cent of our eggs will go through the 
processing channel. 

Mr. MACDONALD (Rosedale): What is the tariff structure for eggs and meat? 


Mr. DAVEY: On eggs, three and a half cents a dozen, and on both broilers 
and turkeys it is 124 per cent, with a minimum of five cents and a maximum of 
ten cents per pound. 


Mr. MACDONALD (Rosedale): Has there been any pressure over the years on 
other commodities about dumping, from time to time, that you know of? 


Mr. DAvEy: Not in poultry meats. 


Mr. MACDONALD (Rosedale): I gather from your remarks that egg produc- 
tion is highly elastic with respect to price, that if the price goes up you find 
more production coming into the field. 


Mr. Davey: That is invariably what happens. 
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Mr. MAcpoNna.p (Rosedale): Thank you. 

Mr. McCutTcHEON: What is involved in processing an egg from the farm to 
the wholesaler and to the retailer? 

Mr. Davey: The normal process in getting an egg from the hens to the 
consumer is the delivery of the eggs by the producer to a grading station. This 
may be done by the producer or on a pick-up basis by the grading station 
operator. He is the man responsible for the grading of the product. He usually 
packs these eggs loose in 30 dozen cases. I will deal with the more refined 
procedures afterwards. He packs them by grades. In turn he sells them possibly 
through a broker or direct to a wholesaler in a distribution centre. At this point 
they are normally put in one dozen cartons and from there go to the retailer, or 
they may go into the products trade, where they are made into frozen or dried 
eggs. 

Mr. McCutTcHEoNn: You are saying that in fact all that happens to that egg 
is that it is graded and put in a package. 

Mr. DAvEY: There is transportation involved in two or three stages. 

Mr. McCurcHEOoN: Yes, but as a mechanical process there is really nothing 
outstanding involved in processing that egg from the farm to the retail level? 

Mr. Davey: The washing and grading, that is right. 

Mr. McCutcHEON: Have you figures for the retail price of Grade A large 
eggs? We have here the price for August at wholesale, 36.7. Do you have the 
retail price at that stage? 

Mr. DAVEY: We have the retail price as reported by D.B.S., not for August, 
I am afraid, but for July. 

Mr. McCutTcHEon: That would be fair enough. 

Mr. Davey: For Grade A large, per dozen, 55.9 cents. 

Mr. McCutcHeon: In other words, that is a 50 per cent mark-up for 
transportation, washing and putting them in front of a light? 

Mr. Davey: Which figures are you comparing that with, sir? 

Mr. McCuTcHEON: Well, 1966, 34.8 and 55.9. 

Mr. Davey: No, sir. If you use the bottom table, those are the Grade A 
large. 

Mr. McCutTcuHeEon: Then 44. 

Mr. Davey: 44.4 as compared with 55.9. Those two figures are comparable. 

Co-Chairman Senator CROLL: What happens to other than Grade A eggs? 

Mr. Davey: The end grades, B and C go off into the processing, frozen and 
dried eggs. 

Co-Chairman Senator CROLL: You said that Grade B eggs go into the 
processing? 

Mr. Davey: What we call undergrades. 

Co-Chairman Senator CROLL: Why cannot the consumer for cooking pur- 
poses buy Grade B eggs? 

Mr. Davey: In certain seasons of the year Grade B eggs are quite good eggs. 
In other seasons the Grade B egg may be de-graded for certain internal factors, 
which does not make it so good. 

Co-Chairman Senator CRoLu: I am talking about good eggs. I am talking 
about Grade B good eggs. Why cannot the consumer buy them for cooking 
purposes? 

Mr. Davey: In some areas they are available here. However, keep in mind 
that the percentage of Grade B eggs is relatively low, and the merchandizing of 
eggs in most areas has been centred on the various sizes of Grade A large. 
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Co-Chairman Senator CROLL: Tell me an area where Grade B are availa- 
ble? 

Mr. DAvEy: In certain areas of Toronto you will find them. 

Co-Chairman Senator CROLL: That would be Mr. Macdonald’s riding. What 
does the D.B.S. say on that. I can never find the figure. 

Mr. Davey: Actually, of all the eggs that go through egg grading stations, 
there is only 6 per cent grade B; 1.2 per cent grade C; and 4.3 per cent cracks. 
You have roughly about 88 per cent eggs going through registered egg grading 
stations that are of grade A quality. 


Mr. McCuTcHEoN: Have you any figures from your department which give 
any idea of the cost per case of grading eggs, or per dozen? 


Mr. DAvey: Involved in the grading charge, from the producer to the 
consumer, one might say that the carton costs roughly three cents and the 
grading cost, dependent on the extent of mechanization, might run anywhere 
from four cents to eight or nine cents. 


Mr. McCutTcHEon: Per case? 
Mr. DAVEY: Per dozen. 
Co-chairman Senator CROLL: Per dozen! 


Mr. Davey: That is the total charges for that operation. This is an 
undertaking in which we do not undertake to gather specific details. 


Mr. McCuTcHEON: Senator McDonald said he graded eggs for less than that. 
Would you repeat that please? 


Mr. Davey: The charges for grading would run anywhere from six cents to 
10 or maybe up to 12 cents a dozen. That is, including the carton. 


Co-Chairman Mr. BasFrorp: That is a charge levied by whom? 
Mr. Davey: By the man doing the grading. 
Mr. CAMERON: Have you a breakdown of the cost? 


Mr. DAvEY: We have a rough idea of what he pays for those eggs and 
what he sells them for. The differential in those two levels—this would get into 
the marketing area—could run to 12 or 14 cents—the differential between what 
he pays the producer for Grade A large eggs and what he sells them for to the 


_ next man in the merchandizing line. 


Mr. McCuTCHEON: You are talking about a receiving station which does the 


_ first process on those eggs received. 


Mr. Davey: From the grading station to the next one up the line in 


_ merchandising. 


Mr. CAMERON: What is included in the processing? 
Mr. DAvey: In the grading. 
Mr. CAMERON: Yes? 


Mr. Davey: The actual grading only of the product through his plant—the 
washing, the grading, the temporary storing while he is gathering the shipment 


up for movement—packaging, either in 30-dozen or 15-dozen cases and possibly 
_ in one-dozen cartons. 


Mr. CAMERON: Do not large producers usually handle their own washing? 
Those I have seen do so. 


Mr. Davey: There is a tendency for more of that to be done in the grading 


Station, although some of the large producers do the grading, packing, washing 


and handling of their own product. 


Mr. McCutTcHeon: Now we have got the eggs to the collection centre. It is 
going from there to the wholesaler and the mark-up in that area—would you 


just repeat what you said on that, the mark-up in that area? 
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Mr. Davey: About 10 cents to 14 cents in the original phase. 


Mr. McCutTcHEon: Then it goes to a commission agency or a city retailer 
and he in turn distributes them to the retail outlet. 


Mr. Davey: The 10 cents to 14 cents figure I have given you is the step from 
the grading station operator to the wholesaler. 


Mr. McCutcHeon: Now we are at the wholesaler. 


Co-Chairman Senator CROLL: Mr. McCutcheon, will you fix the figure at the 
grading station please. 


Mr. McCutcHeEon: If you take a figure at the grading station, we start out 
with a price of 44.4. Then we add six cents to 12 cents to that and it has now 
reached the city distributor wholesaler. 


Mr. DAvEY: Excuse me, what figure did you add to the 12 cents? 
Mr. McCuTcHEon: Forty-four point four. 


Mr. Davey: No. If you are taking your basic price to the producer and 
adding 10 to 14 cents, it covers the range from the price paid to producers to the 
price charged to the wholesaler—10 to 14 cents. 


Mr. WILLIAMS: I think the confusion here arises from the fact that Mr. 
Davey quoted two figures, one without packaging and one with packaging. 
The 10 cents to 14 cents includes all the costs to the wholesaler, including 
packaging in one-dozen cartons. That is the total charge. 


Mr. McCutTcHEon: Arriving at that and using your figure, I presume that 
the 55.19 figure you gave us is the supermarket price. I come up with a figure of 
56.4 that it costs the supermarket. Is the supermarket using eggs as loss leader? 


Mr. Davey: No. We are giving you average figures and you are taking a 
specific point in time. 


Mr. McCutTcHEon: This is right. Iam taking July. 


Mr. Davey: I am taking what may be classed as the average throughout 
the year. 


Mr. McCutTcHEOon: I pass. 


Mr. WILLIAMS: Excuse me a moment, gentlemen. We have a table or graph 
here that will clarify this situation. We will pass it around. It is data that we 
collected on a sample basis. It does not of necessity conform entirely with the 
D.B.S. reported figures. That is a much wider sample. It shows three lines—one, 
the average price paid to producers; two, the average wholesale price; three, the 
average retail price for grade A large eggs. 

There you can see how these things Mr. Davey spoke of occur, depending 
on the price you get, you can see the differential between the wholesale pric 
and the retail price. 

The dotted line A is starting in January of last year, 1965. This is the price 
to the producer at London, Ontario, for grade A large. It shows that the price 
paid to producers went up fairly continuously until the end of the year. 


Co-Chairman Senator CrRoLL: What does the price indicate by that 
graph—is it 74 cents? 


Mr. WILLIAMS: No, sir, that price shows that, to start with January of last 
year, the price to producers was just a little better than 20 cents a dozen. The 
highest point, which was in November of last year, was 534 cents. That is the 
price to producers. 

The next dotted line, above that, represents the next level of trading, 
namely, the wholesale level. This is the weighted average, wholesale to retail 
price, for cartoned grade A large eggs in Toronto. Once again, it is one specific 
market. That is why it varies or can vary from the D.B:S. figures. 


ras 
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The third line, line C, is the average consumer price for cartoned grade A 
large-sized eggs, Toronto, 1965. The solid lines are exactly the same thing, 
except that the year is 1966 to date. 

You will notice there that there is considerable variation depending upon 
the time of the year and the price differential at the three levels reported. I 
must emphasize that this represents only the difference at those specific 


| markets, namely London and Toronto, and for Grade A large eggs. 


Mr. McCuTcHEON: You have nothing on the markup taken by the super- 
market. 


Mr. WILLIAMS: This shows, sir, the difference between the wholesale price 
and the consumer price, or the retail price. The lines B and C, in each case, 
show that difference. 

You will note that in January 1965 it amounted to 63 cents. In December 


it amounted to about 84 or 83. It is a little difficult to read. It is 9 cents, I am 
informed. 


Mr. McCutTcHeon: Nine cents. 


Mr. WILLIAMS: Yes. In the current year, I believe, looking at the table, the 
July margin is narrowest. At the present time it has widened out. 


Co-Chairman Senator CRoLL: What was it in J uly? 


Mr. WILLIAMS: In July the price difference, that is to say the difference 
between the wholesale price, Toronto, for Grade A large and the retail price, 
Toronto, for Grade A large, was 4% cents. 


Co-Chairman Senator CROLL: And what is it now? 
Mr. WILLIAMS: And now for the month of September it is 74 cents. 


Mr. ALLMAND: Mr. Davey, do you have any figures which would cover the 
last 10 years or so to show what percentage of the egg production would go for 
table use and what percentage would go for process use? I ask this question 
because it seems to me that over the last 10 years there has been a great 
increase in processed desserts which use eggs; for example, Betty Crocker and 
Sara Lee, and puddings and all this sort of thing. Usually, if you made these 
desserts at home you would use eggs. 

I am wondering if there has been a great increase in that respect. Are these 
companies buying eggs. If so, would this have any effect on the price? 


Mr. Davey: Over a number of years, yes. There has been an increase in the 
volume of eggs that is going into the processed channels. Now, as to whether 


that is an acutal increase in percentage, I am not sure, because the amount 


going into the table channel has also been going up in actual volume. 
Mr. ALLMAND: Do you know if the price of eggs has been affected by the 


_ fact that these large companies are buying eggs to produce their cake mixes and 
so on? 


| 
| 


| 


j 


‘buy them for producing. This is just the feeling that I have. If I were the 


i 
/ 


| 


Mr. Davey: Let us put it the other way round: The price of eggs affects the 
volume that goes into the processing channel, because, when eggs get up into 


_the price to producers like we have in 1966, then the people that are buying 


them for processing uses stop buying them because they are getting too 
expensive. 


Mr. ALLMAND: It seems to me that, if the price went up, the consumer 
might cut down on his consumption, but that the big food producers would still 


consumer and prices went up, I would stop buying eggs for use on the table, but 
the big producer of cake mixes and so forth might still continue to buy them. 
Do you say that that is not so? 
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Mr. Davey: There is still a certain amount of product being produced, but 
with respect to the processing of egg products to date this year, the frozen 
product is running at about two-thirds to 75 per cent of what it was last year, 
and the volume of frozen product in storage this year is only half of what it was 
last year. This is in view of the fact that the price of the raw product is so much 
higher at this particular time. 

Mr. WILLIAMS: I think part of the answer, sir, is that there is a fair storage 
stock of frozen egg melange in this country at almost any time, and, as prices 
increase, the storage stock tends to be reduced to be replenished when prices 


drop. I am talking of prices of eggs to the producers or prices of eggs to the © 


breaker. 

Mr. Davey: Not only that, but it is at that time that the import for eggs for 
breaking goes up, if they can buy them cheaper somewhere else and bring them 
in. 

Mr. ALLMAND: On another subject, do the poultry producers, or producers 
of chickens and turkeys, have an association, or do they advertise in any way 
which would have helped this great increase in the consumption of chickens and 
turkeys? 

Mr. Davey: The Poultry Products Institute of Canada, which is an organiza- 
tion financed by industry, is very active. Its only responsibility in life is to 
promote poultry products. 

Mr. ALLMAND: How long have they been in operation? 

Mr. DAveEy: About 12 or 13 years. 

Mr. ALLMAND: This seems to correspond to the figures you have for the 
great increase in poultry products. 

Mr. DAvrEy: They have helped. 

Co-Chairman Mr. BASFORD: Have you completed, Mr. Allmand? 

Mr. ALLMAND: Yes. 

Co-Chairman Mr. BAsrorpb: Senator O’Leary. 

Senator O’LEARY (Antigonish-Guysborough): Do you have, Mr. Davey, a 
United States figure, at any one of these figures, for any one of the producers? 

Mr. Davey: No, we do not. 

Mr. WILLIAMS: We can provide it. We can get it, but we have not got it 
here. 

Senator O’LEARY (Antigonish-Guysborough): It is interesting to me to note 
that the price spread is about 20 cents to the dozen to the consumer. 


Co-Chairman Mr. BasrorpD: Could you supply Senator O’Leary with that 
information? 


Mr. WILLIAMS: Not with price spreads, but we can give some of the basic 
market trends. 


Senator McDonaLp: A moment ago you were talking about an increase in 
poultry products generally, especially in meat and eggs. Is part of this nog 
because of the fact that fresh poultry is available today 12 months a year, 
whereas this was not true 10 or 15 years ago? Is it not because of the change in 
production of poultry? I think it is related to this fact more than to anything 
else. It seems to me that 10 or 15 years ago you could not buy fresh poultry 
during many seasons, but that today it is available at all times. 


Mr. DAVEY: That is correct. 
Mr. RYAN: Somewhat along the same line— 


; ar at sa Mr. Basrorp: Mr. Ryan, would you use the microphone, 
please? 


1955? 
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Mr. Ryan: Seasonal laying used to be quite a factor in the production of 
eggs in Canada. Has this been ironed out by programming processes so that it is 
no longer a factor? 


Mr. Davey: If we trace out the volume of eggs marketed by months and we 
relate it, say, to the quarters of the year, it will probably vary from a high of 27 
or 28 per cent in any one quarter to a low of about 22 or 23 per cent. It is fairly 
uniform throughout the year. 

Mr. RYAN: Spring laying would still be heavier. I mean that an individual 
hen would produce more in a certain season? 

Mr. DAveEy: Sufficient to give us the problem we have here with seasonal 
differences. 

Mr. WILLIAMS: For the record, I could provide data, for example, for 1965: 
for the first quarter, 25.6 per cent of all eggs of all grades were marketed; for 
the second quarter, 26.2; for the third quarter, 24.2, and for the fourth quarter, 
24.0. 

Mr. Ryan: Would off-the-ground feeding have any bearing in respect of a 
hen’s seasonal laying? 

Mr. Davey: Are you talking about laying cages? 

Mr. RYAN: Yes. 


Mr. Davey: There may be some difference, but you still get exponents of 


both methods in the large units. 


Senator McDonaLp: How would this product compare with 10 years ago in 


Mr. WILLIAMS: I am afraid we do not have the data here, sir, but it has 
shown an improvement within recent years. I am not prepared to say it is 10 
years ago, but the Agricultural Stabilization Board did investigate this matter 


| thoroughly some time ago and, very definitely, there has been a marked 
| improvement in the seasonal nature of egg production. Whether it was 10 years 


ago, I am not prepared to say, but over the years there has been a very, very 


_marked improvement. 


Senator McDonaLp: Is this not largely a result of the method of production 
of eggs rather than coming from hundreds of farmers the eggs come from fewer 


but larger plants ona year-round basis. 


Mr. Davey: It also reflects the placement pattern in regard to the chicks. 
That is, whereas March, April and May are still the predominant months for the 
placement of chicks, there is an increasing percentage of that fanning out into 
the other months of the year. 


| Mr. SALTSMAN: On the graph you have just given us showing the spread—lI 
would appreciate it if you would look at this graph and see if I am reading it 
correctly—I am rather interested in the widening of the spread on the retail 
mark-up this graph seems to indicate. Just taking two months as an example, 
taking the month of January, in the month of January of last year I get a 
spread of 64 cents, and in the month of J anuary of this year I get a spread of 
83 cents. If we go to this last month for which we have figures, August, in that 
‘Same period last year there was a spread of 5 cents towards the end—it varied 
from about 6 to 5 cents; it varied considerably, narrowing towards the end of 
the month. And in the same period this year there seems to be a spread of 74 
cents. In other words, the mark-up seems to be higher this year than last year 
at the retail level—in those two months, anyway. 


| Mr. DAvEy: We do not have the answer as to the “why” for that. 
Mr. SALTSMAN: But am I interpreting your graph correctly? 


Mr. WILLIAMS: There are two points here which must be understood. While 


there will be a witness appear before you later who will be able to answer the 
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question very much better than I can, one is in part the answer Mr. Bennett 
gave, the question of market reaction. You will notice that in general when 
prices start to rise the margin remains narrow. In these groups, in every case 
where there is a sharp upward swing in the price the margin is narrow; there is 
a tendency to hold the prices. Once the decision appears there should be a 
change, the change does take place. 

The other point I wish to mention—and, once again, as I said, there will be 
an expert witness before you who can verify this—is that I believe in general 
the mark-up, at least with regard to certain merchandise, is a percentage. Once 
you are dealing with percentages, the higher the level of the price, tle greater 
the spread. : 

Mr. Davey: This particular chart has only one figure for each month. It is 
not plotted by days, but the average for the month. That is why you get the 
very straight lines. 

Mr. WiuiuiAMs: A daily or weekly plotting goes very much in a zigzag 
fashion. 

Senator McGranp: The consumption of turkey and chicken has increased 
five times since 1955. Is this reflected in a drop in cereals and vegetables, such 
as potatoes, as mentioned by Mr. Williams; or is it added to the food consump- 
tion per capita? 

Mr. Davey: To correct one interpretation, the per capita consumption has 
not necessarily gone up, but the volume processed has. The population has also 
gone up. i 

Senator McGRAND: So there is a drop in the consumption of cereals and of 
vegetables such as potatoes, a corresponding drop? 

Mr. WiLuiAMs: I can answer that in part, sir, and I think it is very difficult 
because I think we have to talk about calories and dry weights which I have 
here. For the three years 1959-1961, as compared to 1964, the per capita 
consumption of cereals, all cereals, retail weight, dropped by 7.4 pounds. In the 
same period the consumption of turkeys rose two pounds, and the consumption 
of fowl and chicken rose 3.4 pounds. So I would say, obviously on a dry matter 
basis the total consumption, just comparing those two—and there are many 
other factors, because I mentioned beef earlier and fruits and vegetables—but 
mentioning just those two, there has been a decrease in the total intake of dry 
matter in respect of those two, in comparing those two. I think, if you would 
refer, sir, to table No. 8 accompanying the document I gave, you can see where 
in actual poundage these changes have taken place over the years in question. 


Co-Chairman Senator CROLL: Just a lesson in arithmetic for a minute. Let 
me see if we can follow you. The table indicates that in July the price was 44.4. 
Right? I have the table in front of me. I am reading from the table. 

Mr. DAVEY: Yes. 


Co-Chairman Senator CROLL: You suggested the processing, the washing, — 
grading ran between 10 and 14 cents. I will give you 12 cents, to make it an © 
average. That is not unfair, is it? That makes it 56 cents. Eggs are selling at 75 
to 80 cents in the stores. Can you tell me and give me any reason why there 
should be an increased price of almost 31 cents when the chicken does all the 
work? And I am serious. I want to know if those figures are correct. If they are 
not, break them down, will you? 


Mr. WILLIAMS: The problem we always have with using averages and 
applying them to a specific question is that the price you used was the producer 
price for the month of July of this year. The only figure we have available at 
the present moment for July of this year, at the retail level, shows that the 
average across Canada for fresh grade A large eggs was 55.9 cents. This was 
the average price to the consumer as represented by D.B.S. for the month of 
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July. That is the figure that might be compared to this. However, we have to 
remember that the 44.4 represents producers all across Canada as well. A more 
comparable figure is the one shown in the table here, because we are using the 
same markets at the same time. 

Co-Chairman Senator CRoLL: All right. What was July, according to the 
table—July, 1966? 


Mr. WILLIAMS: According to the graph or the table? 

Senator CROLL: The graph. 

Mr. Davey: The price to the producer was 47.5, and the price to the 
consumer was 66 cents. 


Mr. WILLIAMS: If you will look at the graph and look across the bottom, 
you come to July, and read straight up that line, the first solid line is 47.6 cents. 
That was the price received for the month by producers on the London market. 
If you read directly above that you get the wholesale price for the same time, 
and it was 61.5. If you read directly above that again you get the retail price, 
once again at the same market, for grade A large eggs, and it was 66 cents. 
These are monthly averages. 

Mr. SALTSMAN: Are those the figures for 1965? 

Mr. WILLIAMS: No, it is, sir, for July, 1966. 


Mr. SALTSMAN: Would you check the graph again? The figure I come up 


| with is in 1965, taking the month of July, approximately 47.5 cents at the 
_ producer level. 


Mr. WILLIAMS: No, sir. That is 1966. The solid line is 1966. 
Mr. SALTSMAN: I am talking about 1965. 
Mr. WILLIAMS: Yes, 1965 is the dotted line, and the producer price is— 


Mr. SALTSMAN: I am taking the point where it cuts off here at the end of 
this year. Is that July? 


Mr. WILLIAMS: That is September. 

Mr. SALTSMAN: Well, it is the September figure that I am using. 

Mr. WILLIAMS: September, 1965? 

Mr. SALTSMAN: Yes. 

Mr. WILLIAMS: 47 cents. 

Mr. SALTSMAN: 47 cents for the producer, and 62.5 cents for the consumer? 
Mr. WILLIAMs: That is correct. 

Mr. SALTSMAN: That is a spread of 15.5 cents. 

Mr. WILLIAMS: That is correct. 

Mr. SALTSMAN: And in the same period this year it is 52.5 cents for the 


producer and 74 cents for the consumer? 


Mr. WILLIAMS: Yes. 
Mr. SALTSMAN: With a spread of 20.5 cents—almost a 25 per cent increase 


in spread. 


Mr. WILLIAMS: We have here, if you are interested in them, the egg prices 


at the three locations as at September 27. These are the latest published figures. 
They show that the price to producers for Grade A large eggs, but delivered as 
ungraded eggs, as Mr. Davey explained earlier, ranged from 54 cents to 58 
cents. There is always a price range here. The price to retailers, or the 


wholesale price—the weighted average for that day was 66.2 cents, and the 
weighted average to consumers for Grade A large eggs in cartons was 73 cents 
to 75 cents. So, the three figures again are in the range of 54 cents to 58 cents, a 


Weighted average of 66.2 cents, anda range once again of 73 cents to 75 cents. 
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Mr. SALTSMAN: That narrows the range somewhat over the figures that I 
get from the graph. Admittedly a graph is not as accurate as a table of figures. 


Mr. WritttaMs: I think it is a question of point in time as well, sir. I 
endeavoured to point out earlier that this is not a constant by any means. 


Mr. Sattsman: Unless we get some meaningful average how are we going 
to form any kind of an evaluation. If we have to deal with every day, how can 
we do that? You can take the statistics for one day to prove something to the 
contrary on the next day. Is there anything meaningful that we can get from 
these figures? From the graph I can get some indication that the price spread 
has increased very substantially this year. 


Mr. WILLIAMS: We could give, sir, a simple average. We cannot give the 
weighted average because we do not know the volume traded at the wholesale 
and retail level daily. We can give you a simple average of these three lines 
for—how long? 


Mr. Davey: For any period of time you want. 


Mr. WILLIAMS: We can give you it certainly for the entire year 1965, and 
we can give you it for this year up to date, but that would be a simple average. 


Mr. Macponatp (Rosedale): Actually, the price spread was greater at the 
end of October last year than it is currently. 

Mr. WILLIAMS: I believe October last year is one of the widest places, and I 
think March or April of this year is another wide portion. 


Co-Chairman Mr. Basrorp: I think these three lines generally follow the 
same trend. In fact, in every month they follow the same trend except in July, 
1965, when the wholesale and retail prices declined against a general uptrend in 
the producer prices. What special factors were operating at that time to cause 
that reduction in consumer and wholesale prices? 


Mr. Davey: Here again a day to day chart might bring this into proper 
perspective. This is just one point in the month. 

Mr. WILLIAMS: I am afraid we do not have an answer for that. 

Mr. DAvey: We do not have an answer other than that. 

Co-Chairman Mr. Basrorp: Could you look into that to see whether that is 
just by coincidence—whether it was a day to day occurrence—or whether there 


was a trend there, because if there was a trend the factors that caused it might 
be rather interesting. 


Mr. WILLIAMS: What could have happened is that this line could easily 
have come down, and this line could easily have come down in between, and 
both could have been going up at that point. However, we will plot that and 
report on it, sir. 

Senator McDona.p: Mr. Williams said he could give a simple average for 
the years 1965 and 1966 to date. I wonder if we could have that average. 


Mr. WILLIAMS: We cannot give it here. We would have to have it prepared. 


Mr. Ryan: The spread seems to be somewhere between 15 cents and 20 
cents over this period of a year. 


Co-Chairman Mr. BaAsrorp: We are going to have a table of averages 
prepared. 


Mr. RYAN: Yes, but the average seems to be somewhere between 15 cents 
and 20 cents. Would that be so? 

Mr. DAVEY: Yes, that is right. 

Mr. SALTSMAN: Has an explanation been offered for the fact that to the end 


of September, 1966 the graph lines are almost perfectly horizontal. There does 


not seem to be any rise or fall in that last element of the lines. They are 
absolutely horizontal. 
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Co-Chairman Senator Cro: From August to September? 


Mr. SALTSMAN: Yes. There has been no tendency to rise or decline, which is 
contrary to almost any other period shown on that graph. In this last month the 
relationship between the wholesale price and the retail price seems to have 
remained constant. 


Mr. Davey: Actually, it is only in August and September, because there are 
two lines between each. It just happens that the average for August and the 
average for September came out at about the same. 


Mr. SALTSMAN: Is this not a bit unusual having regard to the way the graph 
jumps all over the place? 


Mr. Davey: I think what you are going to find is that our estimate of this 
line here, which is also a Grade A but for all of Canada—this line is going to 
peak in here and start heading down. You may, in those two months have 
caught the front end of the swing and the back end of the swing, and it has 
gone up and down again in between. 


Mr. RYAN: But all three lines are remarkably parallel. That is Mr. 
Saltsman’s point. 


Mr. SALTSMAN: Yes. In other words, were there agreements taking place 
within the industry? 


Mr. WILLIAMS: I cannot answer your specific question at all. I do not know 
whether these represent agreements, but what we are prepared to do is plot on 
a shorter basis than that to see whether there have been fluctuations in 
between, or whether it has remained parallel. 


Mr. SALTSMAN: I would appreciate it if you would do that. 


Mr. McCuTcuHeEon: Mr. Williams, further to this, we are concerned at the 
moment with just pricing. I wonder when you are preparing those figures if 
you could also include some figures from your department on the cost of 
production so that this would be meaningful all along the line. What this 
committee, I think, is trying to find out is this: Is there an undue spread 
between the producer and the consumer? It may be that those figures will point 
out that the producers are making too much. If you provide us with that 
information along with the other we may find that out. 


Mr. WILLIAMS: I am afraid not, because we do not have at this present 
moment cost of production studies under way in the poultry industry. I think 
all we can do is report on the costs of services, and what happened to them 
during that time. Cost of production studies are probably one of the most 
difficult fields we have to look into because there are such terrific variations 
between individuals. 


Mr. McCutcHEon: In your opinion, with the figures we have at the 
moment—I suppose I should not ask you for an opinion—do these mark-ups 
appear to be justified? 


Mr. WILLIAMS: I would not be prepared to express an opinion at all as to 
whether the mark-ups are justified. 


Co-Chairman Mr. Basrorp: It has been my observation that some of the 
chain stores are opening egg plants in some regions. What effect, if any, has this 
had on regional markets? 


Mr. Davey: I do not think that the general stores as such open their own 
egg plants. They probably extend their type of contract operation with produc- 
ers. In today’s marketing of eggs I would say that the bulk of eggs that go into 
the carton trade, the table trade, are bought on some form of contractual 
program for a year’s delivery; that is, each merchandiser today is likely at least 
for the bulk of his through put, to have contracts with producers for their 
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output for the year. He needs that to have some assurance as to what his 
supplies are going to be and because of the size of units, and so on, he has to 
know that he can plan his production. 

Co-Chairman Mr. Basrorp: How are the prices determined under those 
contracts? 

Mr. Davry: There are various forms of contract, but basically the prices to 
producers relate to the moving price of the wholesale to retail level. 

Co-Chairman Mr. BAsrorp: Do you mean that the price is determined by 
some price outside of the contract? 

Mr. Davey: Yes. One of the responsibilities of our department, and using 
the poultry division as an example, is that we report daily the wholesale to 
retail price on the Toronto and Montreal markets. We also report in our poultry 
market report once a week the prices right across Canada. 

Mr. WILLIAMS: In this type of contract, he agrees that he will buy, for 
example, at one to two cents above or below the quoted Toronto price. 

Mr. DAvey: The wholesale to retail price is based on those sold in cartons. 

Co-Chairman Mr. BAsrorp: Is it true to say that most of the table eggs 
which are sold under these contracts, the price is determined on the minority of 
eggs? 

Mr. DAvEY: No, on the majority of the eggs. 

Mr. MAcDONALD (Rosedale): When you were asked whether retailers go into 
the producing, I think your answer was no. Is this true so far as wholesalers are 
concerned? 

Mr. DAveEy: It is true to the extent that a wholesaler is himself a producer. 
We have a number of units throughout the country where a man as a producer 
has become large enough to do his own grading, packing and merchandising 
direct to a retail outlet. 


Mr. MAcbDONALD (Rosedale): But have any wholesalers recently gone into 
the producing end, that is, companies, not individuals? 


Mr. Davey: There may be a certain number of them, but not to any large 
degree. 


Mr. MAcDONALD (Rosedale): I am thinking of my own province of Sas- 
katchewan, where the creameries are producing their own eggs. 


Mr. Davey: That is what I said, to a certain extent, not to any large degree. 

Co-Chairman Senator CROLL: Take a look at that graph headed “Price per 
thousand for Canadian grade eggs,” at various levels. Will you interpret for the 
record the dotted lines, starting at the bottom? 

Mr. Davey: The dotted lines on this chart represent for 1965 the entire 
year. The bottom line is the average producer price for Grade A large size eggs 
for London, Ontario. 

Co-Chairman Senator CROLL: What does it say? 


Mr. Davey: It indicates that his price started in January at about 204 and 
ended up in December at about 47. Then the next line above that is the 
weighted average wholesale to retail price for cartons for Grade A large size 
eggs at Toronto; and on the third line it started at 35 and ended up at 59. 

Co-Chairman Senator CROLL: In December? 


Mr. Davey: In December. The third line shows the average consumer price 


for cartons of Grade A large size eggs in Toronto, and that started at 414 and 
ended up in December at 68. 
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Mr. Ryan: Why London and Toronto? 

Mr. Davey: London is the supply area, and a large amount go into the 
Toronto area. It happens to be a quotation point which we use, and Toronto is a 
large consuming market. 

Mr. RYAN: So they tie right together? 

Mr. DAvEy: They tie together. 


Mr. SALTSMAN: Historically, have prices fluctuated let us say in the 50’s and 
early 60’s the way they have on this graph in the last couple of years? 

Mr. DAVEY: Yes, these are normal seasonal trends and they will fluctuate 
along that range. 

Mr. SALTSMAN: In other words, the range will be about the same in 
previous years—there is a variation between a low in January and a high in 
October? 

Mr. Davey: The extent of these variations might differ from year to year, 
but the general seasonal trend is the same. 

Mr. WILLIAMS: I think Mr. Davey covered that point in part in his 
statement at the bottom of page two, where he indicated that the 1963 prices 
were high and there was a considerable increase in production followed by a 
resulting drop off in egg prices that carried into 1964. However, we have 
always had cyclical egg prices, and there have been periods of high prices which 
encouraged people to come into the business, followed by high production, with 
resulting low prices, driving people out of the business, and the whole thing 
just repeats. 

Mr. SALTSMAN: Would that be true on a month to month basis? I was 
assuming for comparison a month to month basis? Is that true over the years? 


Mr. WILLIAMS: That is right. 

Mr. SALTSMAN: But there is a tremendous variation from low to high on 
this graph. 

Mr. WILLIAMS: The phenomenon I referred to has about a two years cycle. 

Mr. SALTSMAN: I was wondering whether each year would look very much 
the way this graph looks according to previous years. 

Mr. DAVEY: The general trend is roughly the same. 

Mr. SALTSMAN: If we had the graph for 1955, for instance,— 

Mr. Davey: It would be roughly the same. We could indicate judging by 
the chicks placed. It all depends on that. Judging by the chicks placed by 
periods through the year, we might hazard a guess that 1967 is going to end up 
somewhere between the low prices of 1965 and the high prices of 1966. 

Co-Chairman Mr. BAsrorpD: Any further questions? 

Mr. RYAN: If you went back 10 or 15 years ago would you find the same 
spread roughly, in an attempt to get 20 cents at the retail market level above 
what is paid to farmers and producers? 

Mr. DAVEY: We can get these figures. I am not sure if we have them here, 
or how far back they go, but we can give them in point of time. We could 
prepare them in graph form. 

Mr. Ryan: I would like to know the background for 1950. 

Mr. Davey: Keep in mind, though, that there have been changes in 
merchandising techniques, that is, you may not have the same avenues of 
movement of the product in 1950 as you have today. We can take prices at 
grading stations back to 1950, I think. 
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Mr. WILLIAMS: Basically we can go back to 1951 and provide prices at the 
three levels. Whether those prices will be comparable at the moment, I cannot 
say, but we have collected essentially figures on the same basis over the past 15 
years. 

Co-Chairman Mr. BASForD: Would you like to have that, Mr. Ryan? 

Mr. Ryan: I would, yes, Mr. Chairman. 

Co-Chairman Mr. Basrorp: There being no further questions, the commit- 
tee is very grateful to Mr. Williams and Mr. Davey for appearing this morning 
and giving us the information. Thank you very much. 


The committee adjourned. 
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APPENDIX 2 


TABLE I 


Inpex NUMBERS OF THE PuysicaL VOLUME oF AGRICULTURAL PRODUCTION (1949100), 
CaNnabDa, 1959-65 


SSSees*=~$»$ooaOoeoeooo———owOwnnanaaamaamRaaayaRRRRaSSeewwwOOoe i ieee 
All 


All 
commo- Live- All Dairy Field 
dities Cattle Hogs stock poultry Eggs products crops 


BOGS 1.5 6545 SA RHE 129.8 117.4 133.2 126.8 212.0 157.1 120.1 133.0 

EMI Ais week's ee a 138.7 132.1 103.0 122.1 203.5 154.0 122.0 146.0 
ee eS. ee ee ee ee | ee ee 

Avg. 1959-60... 134.2 124.8 118.1 124.4 207.8 155.6 121.0 139.5 
Mehehoeeeh See km A a a de | 

DAME tlie ote d x oa as = ne 122.0 143.2 111.6 132.2 255.8 147.6 126.0 105.5 

Od) nae Soe ae 150.9 137.1 109.9 129.0 252.3 149.5 117.3 154.9 

UL i a 162.9 139.1 114.7 131.0 266.4 143.9 118.0 176.5 

Be RRA ka nk Wee sia 151.5 150.9 119.5 139.1 293.2 150.9 118.8 155.3 

Se owiawiwss ixinmislions 166.3 161.1 108.8 139.0 320.0 149.4 118.9 174.4 


Avg. 1964-65... 158.9 156.0 114.2 139.0 306.6 150.2 118.8 164.8 


— per cent — 
Annual growth rates 
T9G0-B5 6 ceoyecew es Bed 4.1 1 ot 2.6 9.5 —0.6 —0.5 3.6 
1959-60—1964-65. . . 3.4 4.5 —0.6 2.2 8.1 —0.7 —0.4 3.4 


Sources: “ DBS, Indez of Farm Production, Cat. No. 21-203—for total of all commodities; breakdown 
by commodity grouping is unpublished. 


DBS, November Estimate of Production of Principal Field Crops, Cat. No. 22-002. (for 
field crop grouping). 


TABLE II 


Farm OpreratinGc Expenses AND Depreciation ALLOWANCES, CANADA, 1960-65 


Soe 
————————————————————————— eee ee———— ee 


Total Farm Number Average per 
Operating Expenses of Operator 
and Depreciation Farm Operators 1960100 
ce ee ee 
"000 $ 000 
PET rc SO atin ss vee eee e eee 2,038, 947 444 100.0 
OG) eee ee Benet aes ania ta wee Regs 2,072,370 436 103.5 
eR re a Me, Pe ee ide SM oes 22287152 413 Prose 
ONES LS Oe 3 ae an ee, gk a 2,377,044 404 128.1 
EE, oN A: ees, oe. ane 2,485,311 397 136.3 
2 dP Bosc ly oo hn ba ko BEES haces 2,641,140 362 158.9 
— percent — 


Annual growth rate: 
PE te ME dod eh tdeidehilde ewes +5.3 —4.0 +9.7 


Sources: © DBS, Farm Net Income, Cat. No. 21-202. 


) DBS, The Labour Force, Cat. No. 71-001. The figure given here for farm operators is the 
total of ‘‘Own account workers” and ‘‘Employers”’ in the agricultural sector. 
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TABLE IV 


InpEX NumBERS or Farm CasH Receipts AND FARM Prices, 1949-1965 


i 2°. il.) 


Index of Index of Farm Prices 
Farm Cash of Agricultural 
Years Receipts Products 

1949100 1949—100 
Pee Tee SSE oe ene, SORE ORIN Fen yet hae + ee 100.0 100.0 
(a AN Bache di A ell tole eed A AA dl lle Ap A ABA 88.5 102.1 
I ee er ere race eh hee eee ee ere eee eee a sey 116.2 
I so RET RRME ES TREAT EAYS 16 LAAT R tbshledrd 25 69d 12 eke eles 116.7 107.4 
EE Doct ss Wit he ares ah oi wat eK b's Aw Fee hha ete eae BOT 11330 98.0 
AU fore SM A. Sarees Meee te Fl ik ee lel el oct 95.6 92.7 
EIN. oa Ain ihe 6x of ain ds Hahn eNO UAT PMO db od oc Os 93.4 OTs 
RR AeA Mier iG On eis Let ed «al Oe a weal 105.5 91.9 
Ee oe nee ete Nike Swe, WENN yr ln dba! f.  SRy 104.9 91.7 
NS COR tet On Pinscas SoReal he eee Gk LU dete: 114.9 96.1 
Seeds gacigs PEPER Leh eel rie eke wpe eee Oh 1k) pga 114.9 96.9 
Us US Ser rere rer? ay Cre rr ee reer eT eee reer rrr reer 114.0 97.9 
ENON Tr SUES, CIO dine fac neces Oe va nc ccdbhcaeesn dence, 120.6 102.3 
I es bitchin ora neout entree svhceilictopexeastslrvbacdesanrtara-yotibaedhipsiesieromprucenin oimee 129.4 106.5 
Re SELES TRL ae A835 2d oN PREETI ies ool! La. 133.4 105.1 
Ee es a arte eee re eed eee ide RE Moieed See 145.5 104.1 
eo tienaghb llega ily ele Bi ahaa: el ie am Paige aA ON. ica matt 157.5 106.6 


Source: DBS. 


TABLE V 


TRENDS IN AGRICULTURAL PRopuctivity, CANADA, 1959-64 (1949100) 


Canada 
ta ie ge ag 
MS NEST were Fh aie lay ce oe i Soe Oe PON We a Ee ea hie ey 136:7 
MN ot hse eaters ARETE Tee Ud by gO eas Cri wrk pees cb UA Pane 147.4 

BP EPOPNEOHIGLG RAD? 1 odds oP BER once... -E ARE Fé ou cc RAB. tie eee, 142.0 
PEMA Aa Kee Ss at Asante dey ROM MOO iris oc ai ccs Pees vc vec cmt i Be 128.6 
ee et ee nl, OS eet oe oer ee tee tee 156.9 
(soa RR aga Ringe edi i adc eieteg ch Oct ad vo edhe 1h ON tert lh rok t i oath 168.3 
oe eg a a Ra we a kaa ee eee ee ea Toone 
Re PCE ca Me ee ot iy dete rl a, SEMEN E Ciao e hy EL o ey hug 162.0 


Source: Economics Branch, CDA. 


* On the basis of a straight-line trend fitted to the natural logarithms of the index numbers by simple 
least-squares regression. 


198 JOINT COMMITTEE 


TABLE VI 


NumsBer or Persons SuproRTED BY THE Foop AND FisrE PrRopucTION oF ONE FarM WoRKER 


Canada 
| LY) hy en RR 4 ty ON Cs rede e ge mee ne mee Ne 2 soe 16 
4050...\.. RARER. 2. se oo nn ce nso 5 rt SHR bic cine b eG meee auee ee Emo maMet ie 27 
111; (i te eee ee IN Pea ene yh WC ares MEME uIE Ey Chet res URS ean NE PA heen ose 28 
7 ee age oh (ni eee 270? rane | CNR an Renn Nore trorr eRe PM AS 31 
1 Co ee a MRE oe ea ON 5 A tae ers ah A ences i MP eae Mere, At ERR SAR ERIE 31 
TOG So Bee sce a bile x Ses 5s ee fs ee en a eed ee ns Ce Oe eos ea aes 32 
1s? ee, ean Ear: ut Ce Ly NE Pepe rig nd. t PEO ranume eee or Wnets - Ae: 38 
1065 preliminary... .\: cvs s Mallee s oes cs wood aremnteramanee asain re dvia ae crews she mee ene nee 39 


— per cent — 
Annual growth rates: 


TIGORG Daher Sack as. ots ocrass CREPES lose letersi kl BGs sista oo Dua dea ee mies sine a6 1a are al rare uae re hear ea 6.8 


Sources: “ Economics Branch, CDA. 


TABLE VII 
InpEx Numbers oF FarM Prices or AGRICULTURAL Propucts (1935-39100), CANADA 
1960-65 
All Livestock Dairy Feggs and 
Commodities: Products Grains Products Poultry 
TEG mas wee ks ines ec ne eee ee ee ates 255.4 337.4 222.4 260.2 210.6 
| S60 eee eros ee nen Conn 250.0 328.3 191.6 288.2 154.9 
1 AY he ee en 26122 344.5 22050 289.4 157.6 
TOGO Rawr. cept ccae hae See aes gee 21220 373.4 Dalen 291.1 154.2 
LOG ah tench Meese aaa eee Ce eee cn 268.4 359.2 22532 294.1 167.5 
DOGG Meh ons ehh ad tae ety paaeias 265.8 341.1 226.1 304.0 150.5 
1 KOSS ek ee GA SNES Berd 9 ore A Rote A 22.2 Siiea n.a. 314.5 155.6 
Annual growth rates: 
POGUE): ccna sh chet seven ta ceeretotaiets +1.7 +2.5 _ +1.8 +0.1 
POGUSOA Siti ee tm he ae eS +4.3 


_ ._ Source: DBS, Index Numbers of Farm Prices of Agricultural Products, Cat. No. 62-003. The grains 
index for 1965 is incomplete at this date (Sept. 28, 1966), pending final payments on the western grain pools. 
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TABLE VIII 
Per Caprrra Foop Consumption, Canapa 1949 To 1949-51, 1959-61, 1964 
a — 


% aver. 
1965 
1949-51 1959-61 1964 1949-51 
a ern ee ee 


Disposable income (1949 dollars) (per capita)........... 901 1,068 1,196 


— Pounds per capita per year — 


BT OAIG: re cic kas wei ery 2 MRS OS retail weight......... 171.7 153.1 145.7 84.9 
Wheat flour. «soo ae Carine ee ae. oe Soc 13556 127.1 83.0 
OES foe fac ws SEA Ss Vs ote oe fresh equivalent..... 164.3 156.0 155.7 94.7 
pucars and syrupsers.+: . Yawdles««t retail weight......... 109.5 108.9 109.7 100.1 
UPR e cds vn sc ARE od ornee ae *Evrie QReRes.:.., 99.5 97.8 98.3 98.7 
Paises and. nuts... .20R tos... oes jmeah 3+): OPS. 11,4 10.3 10.4 91.2 
Oils and fats (excl. butter)....... ce, ee 24.0 31.8 31.9 116.0 
REOGICGR 5 Sro0.5 050+ ARG Me oon coe fresh equivalent...... 153.0 186.6 179.0 116.9 
ge ok ss bon ED... PSs IR i nee 90.2 97.0 102.0 LS 
EOCOSSOM So ics os Cn ws oes Oe gis 62.8 89.6 77.0 122.6 
BRC CODICSS « ch inicpten cH o ac Oe ae <  eee 135.3 159.3 160.1 118.3 
ee el qe 2 ane ie on A iakns, KP 71.8 83.0 80.5 1B Ga 
Proeessed...:5. 289. F0.... 2 eo. PaO eS 63.5 76.3 79.6 125.4 
cer ver roducts. “aon eto ws retail weight......... 451.6 411.6 388.8 86.1 
Fluid milk and cream......... gin PR ig? le 2 389.1 344.7 321.6 82.7 
Batters crcrceticociericcrmerers need eee 21.9 head, 19.0 86.8 
PRCGO MER Ger ats Le. cuales Bey a ee ae 6.1 8.4 10.2 Ode 
Concen. whole milk prod....... Sf cou Ertan oer ee 18.9 19.7 18.3 96.8 
Concen. milk by-prod.......... Aa Ce AY Reh GRU ves} 9.4 Bes 216.9 
(COMO 0 i i a eA Osh ear es 1s 12.2 8.2 79.6 
Server TOOUCtS2:. <6. 0. ec cc milk equivalent..... 1,028.0 895.8 913.8 88.9 
Ey A a carcass weight....... 129.8 141.3 149.1 114.9 
DSSS ea Aa cae i pal oe 0200 68.4 78.5 150.1 
0 IS ea dp i PC Dp + ale eee 8.9 6.9 6.9 leo 
Yn eee ly Soh aC gd > Ab enna 56.2 LSBa lt 52.0 92.5 
amb and mutton:;........... Rg ag A Ee 2.0 Gek 3.4 147.8 
LOE? prs Re a ane gt. RAR eR SOO Balas 10.1 9.8 8.3 82.2 
a er eviscerated weight... 16.6 29.7 34.5 207.8 
Fow! and chicken.............. es ee ey 4 21.9 Zhuo 184.7 
Peeeeyers has yo, SANG ns. NA v Bil dae OR2 368.0 
MEM Se ty os cs ee, retail weight......... 29.5 34.4 S262 109.2 
RE OOM io 2 gies os es sa Bk Pepe ee ret ss 1,400.2 1,423.0 1,423.3 101.6 


a ae ne ee et yeh 
Source: D.B.S. 
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TABLE IX 


Estimates or THE Farm-Retai MarKetina Bit, ror Domestic PRropUcED Foops, CANADA, 
1949-1964 


Seen ——————_—___ IIE 


Farm Value 
Farm Value asa 
fe) Farm-Retail Per Cent 
Retail Raw Food Marketing of Retail 


Year Value Materials Bill Value 

— million dollars — per cent 
RCRA ED Fe. Be Pet cin”.5 cies haat paes OMe Ri EES as SY 1,234 877 58 
VL SS: Ce eh SOR: 2 RR Ce epee 2,247 1,292 955 57 
US es acto aaa laa lean a raiice 2,643 1, 544 1,099 58 
TEOES BA sc UR de aR NE OTOL Sy rep eae Goths A 2,759 1,554 1,205 56 
POE ONG. on. asp AML ce no oes aMe eR cats > SR ewe 2,925 1,487 1,438 51 
ORT Mee ae TOR. kk coe aie eos s OR ee wee 2,930 1,481 1,449 51 
il 2 | San Oh!) Vannes 2! . 7 eer Melee ye 2 One 3,101 1,493 1,608 48 
ON) GS Oe Ta tererine ere Ot eane AA Gemeente ars aeols 1,562 1,751 47 
EGER Oe ey eee Pe eA oro: Rep NA 3,607 1,617 1,990 45 
NOE boc Na eet cas ose ea ORen ve ete anaes 3,880 1735 2,145 45 
A es ent os sees cei Feed eee Te & 4,081 1,786 2,295 44 
ARs Sot Sa Bes iL ark Mal eee ep lc BME 8 4,300 1,760 2,540 41 
POC BERUR. clocc she vais be «see ae he ea eee: 4,332 15782 2,550 41 
TORR EI © id ew 1B wc os oe PROG a Od eee 4,573 1,924 2,649 42 
> OOP Re ee eee ys rer nee ee 4,669 1,988 2,681 43 
BOGOR Seiad tae, SRR v's be Sn RE RRS iE ORS 5,029 2,043 2,986 41 


Source: Based on Dominion Bureau of Statistics data. 
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APPENDIX 3 
TURKEYS — DINDONS 
Total volume processed by months in Canada (eviscerated weight) and monthly average live 
weight prices per pound paid to producers London, Ontario. 
Volume total de dindons abattus par mois au Canada (équivalent en poids éviscéré) et les prix 
moyens mensuels payés par livre aux producteurs au marché de London, Ontario. 
(’000 lb.) 
1962 1963 1964 1965 1966 
Price Price Price Price Price 
Volume Prix Volume leanbss Volume Prix Volume Prix Volume Prix 
Broilers—12 pounds and under, live weight 
Jeunes dindons—12 livres et moins 
«SET cee TPR ena ae apts 1,324 21.5¢ 2,539 22.5¢ 2,578 23.2¢ 3,620 22.0¢ 4,085 24.0¢ 
FGI REE te eo cic ae uta 1, 839 21.8 2,208 22.5 3,056 23.4 8,360 22.0 4,894 24.6 
Marche. tsites.isos8 2,039 2322 1, 849 23.0 4,131 23.8 3,625 22.0 6, 302 24.0 
Nol hs eee Be 2,495 24.8 2,489 24.5 2,292 23.8 4,164 22.2 4,793 23.8 
LER os SSS SE 1,746 23.4 2,035 24.5 2,729 23.9 8,765 23.0 4,824 22.6 
LEI as era 4 ah aera 1,659 7Nel 6 1,988 25. 1 2,497 24.2 3,996 23.0 5,327 22.3 
MOVER eats asa e Bae 1,651 25.1 1,941 25.0 2,973 24.2 4,160 23.0 5,490 22:1 
PANIDUSU ss oils isle dard 1,905 26.1 2,716 24.6 2,876 24.0 3,876 23.0 5, 566 22.0 
ODEs 4b akties ops 1,503 26.8 2,382 Oe 2, 3, 806 24.0 4,265 23.5 23.0 
CY a re 2,562 27.0 3,769 25.8 4,557 23.6 4,903 23.9 
IN(ON ee eee ee 2,681 27.0 2,926 25.6 4,723 23.1 4,865 24.8 
[DEO ates seat coarepeerier ites 3, 556 25.0 3,616 25.8 5,389 22.8 4,616 24.9 
Motalecn ts ts 24,960 30, 458 41,607 49,215 
Di etry apps a aie 24.6 24.5 23.7 2371 
Medium Weight—12 pounds and up to 20 pounds live weight 
Jeunes dindons—plus de 12 et moins de 20 livres 
UTA) | an 1* 616 24.5 682 24.1 493 28.0 433 24.0 347 28.8 
Noo). 9 aan a a 518 — 399 23.6 309 26.0 476 24.0 597 201 
Rianne - paks. se. 958 24.3 395 23.5 402 25.5 469 24.0 613 24.6 
BADE SA goes eee 1324 25.4 856 24.5 520 25.6 766 24.0 867 24.5 
Vee Awe ts 1,532 25.1 1,271 24.5 1,075 26.0 1,281 24.0 1,496 24.5 
[SE Re 1,983 25.42 1,701 25.1 2,925 25.8 1,278 24.0 1,845 24.2 
dil by 2 eee 1,962 27.4 2,195 25.0 2,184 25.4 3,044 23.9 3,171 23.4 
ANTES UM ce Glos eas 5,646 28.4 5,054 24.6 5,614 25.1 6,217 24.4 7,401 23.7 
SOUS oe alee ee 7,126 29.0 6,966 25.2 7,683 25.1 8,119 25.9 25.0 
ONG a ee 8,937 28.2 7,051 25.5 7,931 25.0 7,986 27.0 
INCOME Adicts Aatctos a 6,960 28.0 4,552 27.1 § , 322 253 6,211 28.8 
LDS Sa ie tae 5,194 27 30 3,338 28.0 4,057 26.4 5; 619 29.8 
Motalss ocx: 42,706 34, 460 38, 885 41,899 
Veale ide 26.6 2beil 25.8 25.4 
Heavy Weight—Over 20 pounds live weight 
Jeunes dindons—20 livres et plus 
i. 2 Jae Se ee 1,591 23.5 2,244 2080 624 24.5 1,918 26.0 2,274 26.0 
[a] Ds PA aa 523 _ 796 23.0 273 27.5 372 27.0 1,088 26.5 
SLUT) ie acne ae aR 505 24.5 445 23.0 261 28.0 291 27.0 624 25.6 
oN oT, hd ee ae 468 25.0 471 23.0 344 28.5 489 26.2 773 25.6 
Sey eet renee) 842 25.3 571 23.0 529 31.0 618 27.0 1,453 25.6 
“) CUTS) a a 741 26.2 804 23.6 1,277 32.9 1,575 27.0 2,386 25.9 
“TELS, doi ae 1,322 26.7 1, 987 23.8 1,971 27.8 3,259 24.8 2,660 24.8 
ATES I ee eee 3,764 Dow 4,486 22.6 4,149 25.1 6,336 2a00 7,868 23.0 
Pepimie s) SPA... 8,140 25.9 10,353 23.0 10,008 24.3 12,581 23.4 23.0 
Ce) Se 15,787 24.3 15,518 22.8 18,042 23.8 18,298 23.8 
fog eae ee 16,026 24.0 13,994 22.5 14, 857 23.9 17,814 24.2 
‘Dv age ae ee 10,733 23.9 6, 498 24,2 7,546 24.7 8,565 24.8 
otaese.. 2s 60, 442 58, 162 59, 881 72,116 
Weare... ZDe0 20.1 26.8 25.4 
GRAND TOTAL.. 128,108 123,080 140,373 163,230 
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Volume of Broiler Chickens Processed at Registered Processing Plants 
Volume de poulets de grill abattu aux postes enregistrés 
Prix—London—Price 


(000 Ib. and ¢) 


1962 1963 1964 1965 1966 
Month Price Price Price Price Price 
Mois Volume Prix Volume Prix Volume ‘Prix Volume Prix Volume Prix 
14.5 20, 162 19 24,501 18.2 24,510 17 27,515 19.5 
16 18, 688 20.5 22,872 18.8 20,997 18.8 25,100 21.3 
16 21,941 19.5 23,275 17.9 26,530 19.3 28, 633 yea Wess) 
19 22,598 19.5 26,220 16.4 25, 883 18.5 29,636 21.3 
16.5 24,217 19 26,212 16,6 29,355 17 31,503 20.5 
UeEO 23, 804 18.8 26,525 17.8 27,799 18.5 31,182 20.5 
19.5 25,864 18.5 25,932 20 28,759 19 34,105 20.5 
20.5 26,649 20 28,369 18.2 30,752 19.5 34,954 20.5 
20.5 24, 802 19 27,439 17.2 29,008 19.5 
20.5 24,529 20 26,643 A176 27,730 19.5 
20 24,555 17.3 25, 866 16.5 29,962 19.5 
19 19,170 18.5 21,754 17 27,028 19.5 
GSS eee 227,276 276,979 305, 608 328,313 


All Canada Weighted Prices Paid to Producers for all Grades of Eggs. : 
Prix pondérés payés aux producteurs de tout le Canada pour toutes les catégories d’oeufs. 


All Canada Receipts of All Grades of Eggs at Registered Egg Grading Stations. 
Récettes d’oeufs de toutes les catégories recues aux postes de classement enregistrés dans tout le 


Canada. 
('000—30 doz. cases) 
1962 1963 1964 1965 1966 

Month Price Price Price Price Price 

Mois Volume Prix Volume Prix Volume Prix Volume Prix Volume Prix 
Vata cates = pee re 655 26.4 620 27.1 670 28.5 698 PAL 646 82.0 
Heb ac. oar esae 531 29.6 513 30. 1 617 28.6 600 22.1 573 34.0 
Marelicn, << tepte cise 587 30.4 565 35.8 646 28.4 687 25.4 642 37.6 
PAD ileapetn eeoce he 606 29.1 616 34.4 653 25.7 647 27.5 634 41.4 
MSY necator male te 667 24.2 631 30.2 679 21.8 112 27.3 671 36.5 
FUnehee sa ae ee ee 629 23.6 581 29.8 667 22.1 675 26.2 639 ada | 
Jabiv-2 3 ee 580 24.5 591 BBR 639 24.1 666 27.4 617 34.8 
IAUZUStLA A. eee eee 5638 34.2 554 34.4 624 29.9 626 33.4 636 36.7 
DOD Use ws Pete 531 Soul 534 41.9 626 30.4 591 36.7 
Olin See eee 582 36.5 571 41.3 654 25.0 581 45.7 
INGVared set te seme 555 38.8 573 34.1 645 25.2 618 44.9 
Dec 611 30.6 613 él.1 672 25.1 668 44.4 

Weare tsteees 7,097 6,965 7,796 hsiir@ 


Canada Average Weekly Volume of Canada Grade A Large Size Eggs—380 doz. cases. 
Volume moyen hebdomadaire d’oeufs catégorie A grosseur gros en caisses de 30 douzaines (Canada). 


All Canada Average Weighted Egg Price to Producers for Canada Grade A Large Size Eggs (last 
week of each month) 


Prix moyen pondéré payé au Canada aux producteurs pour la catégorie A grosseur gros (la derniére 
semaine de chaque mois) 


a SS TS SORA 
1962 1963 1964 1965 1966 


—_—_ Oe 


Month Price Price Price Price Price 
Mois Volume Prix Volume Prix Volume Prix Volume Prix Volume Prix 
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S 
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re 
w 
bo 
co 
le 2) 


71.739 28.4 76,217 30.3 78, 682 21.8 72,527 34.4 
68, 553 Siri 77, 382 31.1 77,570 25.8 72,205 37.2 


Neoviertisssrer: 57,597 46. 58, 479 37.9 66, 587 26.7 67,277 51.7 
IS chee See re reo an 66, 036 33. 65, 838 32.4 71,520 29.0 72,258 47.5 


—_—_—_—_————————————— CS 


0 
MESUPC Divas teieh ise bier: 72,933 32.0 68,961 34.8 75,905 28.9 80.804 27.2 73,409 41.5 
PADIS oie cease e 75,013 28.6 75, 946 33.7 77, 867 26.9 77,956 29.4 74,291 43.2 
Ne NI Te ne 73,727 26.2 71,651 32.3 73,630 23.1 79,732 28.8 73, 885 35.6 
MUNG eee Steen cae 69,198 28.5 65, 987 30.8 72,196 25.9 75, 369 29.2 70,665 34.3 
SUES SES elf poe se 58, 698 29.4 61,983 39.1 63,870 30.2 70,918 32.3 62,650 44.4 
August 57,414 40.1 56,095 41.6 60, 824 38.8 64, 902 39.6 64, 428 51.7 
SEDuatiocsireee ante 5 51,836 41.0 54,241 50.1 61,947 30.7 63, 525 47.3 
OMe tes had ten Sk 54,786 37 - 54, 878 44,3 62,441 34.2 60, 637 50.7 
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MEMBERS OF THE SPECIAL JOINT COMMITTEE OF THE SENATE 
AND HOUSE OF COMMONS ON CONSUMER CREDIT 
(PRICES) 


For The Senate 
Hon. David A. Croll, Joint Chairman 


The Honourable Senators 


Carter McDonald (Moosomin) 

Croll McGrand 

Davey O’Leary (Antigonish-Guysborough) 
Deschatelets Thorvaldson 

Hastings Urquhart 

Hollett Vaillancourt—(12) 


For The House Of Commons 


Mr. S. Ron Basford, Joint Chairman 
Members of the House of Commons 


Allmand Hees 
Andras Irvine 
Basford Leblanc (Laurier) 
Bell (Saint John-Albert) Lefebvre 
Cameron (Nanaimo-Cowichan- Mandziuk 

The Islands) Matte 
Cashin McCutcheon 
Clancy Nasserden 
Coates Olson 
Crossman Otto 
Deachman Ryan 
Duquet Saltsman—(24) 
Gray 


36 members 


Quorum 7 


SUPPLEMENTARY ORDERS OF REFERENCE 


Extract from the votes and proceedings of the House of Commons, Sep- 
tember 9, 1966:— 


“Mr. Sharp, seconded by Miss LaMarsh, moved,—That the Joint 
Committee of the Senate and House of Commons appointed by this House 
on March 15, 1966, to enquire into and report upon the problems of 
consumer credit, be instructed to also enquire into and report upon the 
trends in the cost of living in Canada and factors which may have 
contributed to changes in cost of living in Canada in recent months : 

And that a Message be sent to the Senate to acquaint Their Honours 
thereof and to request the concurrence of that House thereto. 

And the question being proposed; 

Mr. Pickersgill, seconded by Mr. MclIlraith, moved in amendment 
thereto,—That the motion be amended by striking out the words “by this 
House on March 15, 1966,” where they appear in the second line thereof 
and by inserting in the motion as the second paragraph the following: 

“That the Committee have leave to sit notwithstanding any ad- 
journment of this House;”’. 

And the question being put on the said amendment, it was agreed to. 

After debate on the main motion as amended, it was agreed to.”’ 


LEON J. RAYMOND, 
Clerk of the House of Commons. 


Extract from the Minutes of the Proceedings of the Senate, September 13, 
1966 :— 

“The Honourable Senator Connolly, P.C., moved, seconded by the 
Honourable Senator Hugessen: 

That the Senate do agree that the Joint Committee of the Senate and 
House of Commons appointed to enquire into and report upon the 
problems of consumer credit, be instructed also to enquire into and 
report upon the trends in the cost of living in Canada and factors which 
may have contributed to changes in the cost of living in Canada in recent 
months; and 

That a message be sent to the House of Commons to acquaint that 
House accordingly. 


After debate, and— 


The question being put on the motion, it was— 
Resolved in the affirmative.” 


J. F. MAcNEILL, 
Clerk of the Senate. 
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MINUTES OF PROCEEDINGS 


THURSDAY, October 6th, 1966. 


Pursuant to adjournment and notice the Special Joint Committee on 
Consumer Credit (Prices) met this day at 9.00 a.m. 


Present: For the Senate: The Honourable Senators Carter, Croll (Joint 
Chairman), Hastings, McDonald (Moosomin), McGrand, O’Leary (Antigonish- 
Guysborough) and Vaillancourt.—7 


For the House of Commons: Messrs. Allmand, Basford (Joint Chairman), 
Cameron (Nanaimo-Cowichan-The Islands), Clancy, Gray, Leblane (Laurier), 
Lefebvre, McCutcheon, Olson, Otto, Ryan and Saltsman.—12 


In attendance: Dr. R. Warren James, Special Assistant; Mr. Marcel Joyal, 
Q.C., Associate Counsel; Mr. Jacques L’Heureux, C.A., Accountant; Mr. John J. 
Urie, Q.C., Counsel. 

The following were heard: 

Department of Agriculture, Production and Marketing Branch: 
Mr. R. K. Bennett, Director, 
Livestock Division. 
Mr. S. B. Williams, 
Assistant Deputy Minister. 
Mr. C. R. Phillips, 
Director-General. 


Tables and charts referred to by Mr. Bennett and Mr. Phillips are printed 
herewith as Appendices 4 and 5 respectively. ) 


At 12.30 p.m. the Committee adjourned until Tuesday next, October 11, at 
9.30 a.m. 


Attest. 


John A. Hinds, 


Assistant Chief, 
Senate Committees Branch. 
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THE SENATE 


SPECIAL JOINT COMMITTEE OF THE SENATE AND 
HOUSE OF COMMONS ON CONSUMER CREDIT 


OTTAWA, Thursday, October 6, 1966. 


The Special Joint Committee of the Senate and House of Commons on 
Consumer Credit met this day at 9 p.m. 


Senator David A. Croll and Mr. Ron Basford, M.P., Co-Chairmen. 


Co-Chairman Senator CROLL: I see a quorum, and call the meeting to order. 
Our first witness is Mr. R. K. Bennett, Director of the Livestock Division, 
Production and Marketing Branch, Department of Agriculture. Two documents 
to which Mr. Bennett will refer have been distributed to all present. 


R. K. Bennett, Director, Livestock Division, Production and Marketing Branch, 
Department of Agriculture: Mr. Chairman and gentlemen, we propose this 
morning to present a review of the situation with respect to beef cattle and 
hogs. 

Cattle prices in Canada are on a North American economy. Cattle on 
farms in Canada are part of the North American pool of cattle and make up 
about 10 per cent of the combined supply in the two countries: about 12.5 
million cattle and calves in Canada, approximately 106.6 million in the United 
States, a total of around 119.1 million. The 3.6 million beef females in Canada 
represent only 8 per cent of the total in both countries, 44.5 million. 

Canadian cattlemen occupy a unique position in Canadian agriculture. 
More than any other segment of farming in the country they operate on and are 
a part of the North American economy. Live cattle and calves may move both 
ways across the border. This is also the case with respect to beef and veal. So 
cattle prices in Canada are tied directly to price levels in the United States. 

The outlet for feeder cattle in the United States sets the general level of 
prices in Canada at any particular time for this class of cattle. Exports of feeder 
cattle in the last three years have been approximately as follows: 


1965 396,000 head 
1964 90,000 head 
1963 157,000 head 


In effect, the United States outlet and demand sets what might be referred to as 
a “floor price” for feeder cattle in Canada. 

With respect to fat cattle, when there are more in Canada than the 
domestic market will absorb at a price level above the equivalent of the export 
Outlet in the United States, fat cattle will move south, particularly from 
Southern Alberta to the Pacific Northwest of the United States. When this 
situation prevails, fat cattle prices in Canada are on what is referred to as an 
“export basis,” and the United States price level sets a “floor” below which 
Canadian prices do not drop. The export of live cattle for slaughter has not been 
large over the past three years, and is as follows: | 

Per cent of inspected 


slaughter 
1965 approximately 57,800 head yh a 
1964 ~ th00. ae 
1963 i 17,500 0.8 
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When we are on an “export basis” the price of Canadian Choice steers at 
Toronto in Canadian dollars is about the same as the price level for United 
States choice steers at Omaha in United States dollars. 

On the other hand, when marketings of fat cattle in Canada are in short 
supply, the price may move up to a level where United States live cattle and/or 
beef may be imported. This happened in the spring of 1964, when prices at 
Toronto rose to a sufficiently high level to create an “import basis’ and over 
30,000 slaughter cattle came in from the United States in about a three-month 
period. During that time the United States price set a “ceiling”? above which 
prices in Canada did not rise. . 

When price levels are on an “import basis” the price for Canadian Choice 
steers at Toronto is about $4.25 per hundredweight higher than the price for 
United States choice steers at Omaha. You will appreciate, Mr. Chairman, that 
the factors of duty, freight and exchange are involved. Improvement in Quality 
and Increase in per capita Consumption: 

There has been a decided upward trend in per capita consumption of beef 
since 1950. In that year it was 50.6 pounds; in 1965 it reached 78.7 pounds and 
will be about the same in 1966. 

Since 1950 the cattle feeding business—feedlot operations—has made rapid 
strides. The weekly average of the Choice and Good grades, the two top grades 
of beef, combined in 1950 was only 4,146 carcasses, representing 16 per cent of 
the total inspected slaughter. By 1965 the weekly average of the total of Choice 
and Good carcasses had risen to an average of 25,940 and constituted a little 
over 49 per cent of the total kill. As of September 24, 1966, the weekly average 
has been 27,009, 52.9 per cent of the total. 

This change in quality over the last 17 years may be attributed to three 
main factors: 


The ever increasing consumer demand in the domestic market for 
beef of these higher grades. 

The dramatic increase in beef breeding females (from about 1.5 
million in 1950 to 3.6 million in 1966) has made possible the sharp 
increase in the supply of feeder cattle available for finishing to either 
Choice or Good grade. 

The feedlot operators have learned the technique of efficiently 
producing a product of an improved quality that in general gives 
consumer satisfaction. 

Reporting of Marketings and Prices of Live Cattle: 

The Department of Agriculture issues prices received by the producer and 
other relevant data on cattle—and other livestock—offered for sale on public 
stockyards. There is a total of 10 such central or terminal markets operating 
under the Livestock and Livestock Products Act. 

Prices are reported on a daily, weekly and monthly basis. Statistics with 
respect to volume of marketings of livestock include sales on public stockyards, 
direct deliveries to packing plants, and livestock shipped direct on export. 

Recent Price Trends of Live Cattle: 


The average annual price of Choice steers at Omaha and at Toronto for the 
past five years: 


Toronto Omaha 
1965 $25.20 $24.99 
1964 24.05 22.41 
1963 20,05 20.00 
1962 yi ep AY, 26.92 
1961 24.20 24.43 


As we have stated before in the document, this is for Canada Choice grade 
steers at Toronto in Canadian dollars and for U.S. choice steers at Omaha in 
U.S. dollars. For 1965 the average annual price at Toronto was almost the same 
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as at Omaha. During the last quarter the price levels at Toronto were above the 
“export basis’’. 

For the first seven months in 1966 the simple average price at Toronto for 
Choice steers was $27.03 compared to a simple average price of $26.24 at 
Omaha. During those seven months Canada exported only 24,309 head of 
slaughter cattle, which is about 14 per cent of our inspected slaughter, and at 
times the price at Toronto was above the “export basis,” particularly during the 
first two months. 


Hog Prices in Canada are on a “North American Economy”: 


As is the case with cattle, hog prices are directly related to price levels in 
the U.S. Pork products move both ways across the border. Live slaughter hogs 
cannot be imported into Canada, that is due to the incidence of cholera in the 
United States, and there is virtually no movement of live hogs in the other 
direction. Live hogs from Canada do not go to the United States, primarily 
because of the quality premium which is paid on Grade A, on hogs that are 
officially graded here in Canada. 

However, there is one essential difference between hogs and cattle. Pork 
products move mainly in the form of cuts—hams, backs, bellies, butts and 
picnics. The bulk of beef moves in its original form, either as live cattle or in 
carcass form, usually in quarters. There are also some cuts shipped, and some 
bonus beef. : 

As a result, it is always possible to make, in the case of cattle, a direct 
_ comparison between price levels in the two countries (Canada may be on an 
“export basis”; on an ‘import basis,” or somewhere “in between’’). In the case 
of hogs, although there is always a direct relationship between the price levels 
of hogs at Toronto and at Chicago, the pattern is less clear because at most 
times pork products are moving in both directions. 

Due to what might be termed a difference between the two countries in 
consumer preference for various cuts of pork, there is a situation in the U-S. 
where hams and backs sell for a higher price in comparison to bellies and 
shoulder cuts, than is the case in Canada. Therefore, there is a continuous outlet 
in the U.S. for high quality lean trimmed cuts, particularly hams and backs. The 
chief export is hams, mainly in the weight range 16 pounds and up, the bulk of 
which go into the U.S. Atlantic Seaboard area. Such Canadian hams bring a 
definite premium, at times as high as 10 cents per pound over American hams. 
In addition, there is a regular trade in canned hams. Back bacon from Canadian 
hogs is considered a luxury item in the U.S., due to its high quality. There is a 
limited demand for bellies, mainly in the Pacific Coast area of the To. LO eo 
into a speciality market. . 

Thus, although the effect of U.S. hog prices on price levels in Canada is not 
quite as clearly defined as is the case with cattle, the U.S. price does in effect at 
any time provide a floor below which prices do not drop in Canada. On the 
other hand, the U.S. price level creates a ceiling which limits the level to which 
prices will rise in Canada during periods of light marketings in this country. 


Trends in Per Capita Consumption of Pork: 


The 1950 per capita consumption of pork was 54.9 pounds. For the last 
three years it has been 50.7, 52.0 and 49.2 pounds respectively. 
Hog Quality: 

During the 20-year period 1940-1959 the percentage of Grade “A” in the 
total gradings remained fairly constant, ranging from about 28 to 30 per cent. 

Since then there has been a marked improvement and in 1966 to date— 
September 24—the average for Grade “A” is 40.3 per cent. This change is 
largely due to the fact that hogs are now produced in larger units than was 
formerly the case and this change has led to better management and greater 
attention to marketing at proper weights with a desirable degree of finish. 
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Reporting of Gradings and Prices of Hogs: 


The procedure is the same as with cattle, except that prices are issued on a 
dressed weight basis. For example, if a quotation is $33 in Toronto for grade A, 
that means it is 33 cents a pound, for each pound. 

If it was 27 cents for Choice steers in Toronto, that means it is $27 per 
hundredweight, live weight of steer. 

On page 4 you will see a table giving the recent price trends in hog prices, 
The Chicago prices are given in U.S. dollars and the Grade ‘‘A”’ Toronto prices 
are given in Canadian dollars. The official quotations there are on the live basis 
of stock. We have translated that into the dressed equivalent at 75 per cent 
yield, in order to make a direct comparison with Canadian prices. 


The table is as follows: 
Recent Price Trends in Hog Prices 


CHICAGO 


Barrows and Gilts 


Dressed Grade “A” 

Live Equivalent Toronto 

August 1966 $26.37 $35.16 $33.98 
January 1966 29.1 38.89 42.73 
1965 22.29 29.72 33.40 
1964 16.16 21-55 2730 
1963 16.07 21.43 27.80 
1962 1aao2 23.36 29.60 
1961 17.78 2814 28.30 


Beginning in June 1965, hog prices moved up sharply. In Chicago prices 
rose from an average of $28.21 dressed in May, which is based on the official 
quotation of $21.16 live, to an average of $38.39 dressed in December. At 
Toronto Grade “A”? moved from an average of $30.46 in May to an average of 
$41.64 in December. If you work out the percentage increase in each case, in 
Chicago it is 36.1 per cent and in Toronto 36.7 per cent, which illustrates the 
close relationship between the prices, or the movement of prices, in both areas. 


The main reason for the sharp increase in the United States was the 
reduced marketings in 1965 compared to 1964. In the first five months, hog 
marketings in the United States dropped 12 per cent below the same period in 
1964. In the last seven months the drop was 5.5 per cent. In the last quarter, 
when prices rose to their peak, marketings were a full 20 per cent below 1964, 
and the average drop for the year was 11.1 per cent. 


There were other contributing factors to this rise in price, particularly the 
unusually small supply of pork in storage at May 31, 1965. In the United States 
at that time there were 265 million pounds of pork in storage compared with 
432 million pounds at the same date in 1964, a drop of about 40 per cent, and 
there was another factor involved, namely, that beef supplies did not increase. 


The upward trend in prices continued into 1966 and remained very high in 
the first two months, during which marketings in the United States were 17.4 
per cent below the 1965 level and 27.1 per cent below the 1964 marketings. 
From February on there has been a gradual increase in marketings, with a 
resulting drop in prices. For the week ending October 1, Chicago averaged 
about $31 dressed, based on $23.25 live, and Grade “A” at Toronto averaged 
about $33.75. 


I would now like to turn to the tables. (See Appendix ‘“4”.) Table I is a 
record of the weekly average of inspected slaughterings in Canada. You will 
note that there has been a steady increase from 1962, when the weekly average 
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was 39,002, until 1965, when the weekly average was 52,585. To date this year 
in 1966 we are up about 1 per cent over the same period for last year. 

The second table on that first sheet, Table I, is the weekly average 
inspected slaughterings in the United States. There has been a steady increase 
since 1961, when the weekly average was 384,000, right through until 1965, 
when the average was 511,800. To date this year they are up over 4 per cent. 

Turning to Table II, this is the table of monthly figures that make up the 
annual yearly averages that were shown on the bottom of page 2 of the text. 
Taking Toronto first, you will see that on page 1 of the text we say, talking 
about the import basis: 


“This happened in the spring of 1964, when prices at Toronto rose 
to a sufficiently high level to create an ‘import basis’ and over 30,000 
slaughter cattle came in from the U.S. in about a three-month period.” 


Now, if you take those three months of 1964, April, May and June, you will 
notice that the average monthly prices at Toronto were $24.25, $24.25, $24.25. It 
was the same average for each of the three months, but in July it went up to 
$24.78. 

If you drop down to the same months in Omaha, their prices were $20.88, 
$20.28, $21.25. In other words, owing to a shortage or at least a temporarily 
smaller supply of fed cattle in Canada, the price went up here until we were on 
an import basis, and about 30,000 cattle came in. The figures on Table II 
illustrate the price situations that brought that about. 

At the bottom of page 2 of the text we say that for 1965 the average annual 
price at Toronto was almost the same as at Omaha. During the last quarter the 
price levels at Toronto were above the export basis. You will see that the 
average for Toronto for the year 1965 was $25.20. The average for Omaha was 
$24.99. Therefore, this led to the conclusion that, on the average, they were 
about the same. 


Then we say that during the last quarter in Toronto they rose above the 
export basis. If you go back and look at the average monthly prices for the last 
quarter in 1965, in Toronto you will see that they read $25.50, $26.06 and $26.79. 
Compare that with the three figures at the bottom for Omaha, $25.33, $24.93 and 
$25.38. Toronto prices were substantially above. 


Now, what has happened in 1966? You will see that for five of the nine 
months Toronto prices have been higher than prices at Omaha, which is the 
reason why the average price at Toronto for the eight months to date is higher 
than it has been at Omaha. 


Table III is simply a statement of the exports of beef and veal, and it is 
listed to the United States and to other countries. Without reading all of them, 
you will notice that in 1961 we exported over 29 million pounds to the United 
States; 2.2 million pounds were exported to other countries, for a total of 31.2 
million. In 1965, 72 million pounds was exported to the United States and 10.7 
million was exported to other countries, for a total of 82.7 million pounds. 


The preliminary figures for export to the United States to September 3, 
1966, that is this year, show a total of 46.4 million pounds compared with about 
36 million pounds for the same period in 1965. 

The next table deals with the imports of beef and veal. Reading only 1961 
and 1956, in 1961 we brought in 17.4 million pounds from the United States and 
23.7 million pounds from other countries, for a total of 41.1 million. Dropping 
down to 1965, the figures show that we imported 12.4 million from the United 
States and 14.6 from other countries for a total 27.0 million pounds. 
| The footnote there says that exports include beef and veal, fresh and 
frozen, and beef cured. Imports include beef and veal, fresh and frozen, beef 
cured, beef and veal canned and corned beef canned. 
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The next item on Table III is exports and imports of live cattle between 
Canada and the United States. The exports, as listed for the five years 
1961-1965, show 466,591 cattle in 1961 plus 28,699 calves; 448,471 cattle in 1962 
plus 36,451 calves; 236,877 cattle in 1963 plus 35,194 calves, 165,550 cattle in 
1964 plus 48,873 calves; and 532,037 cattle in 1965 plus 60,763 calves. In all 
cases I am referring to veal calves for slaughtering, not calves for feeding. 


These export figures are broken down into categories. In 1965 there were 
purebreds and dairy cattle amounting to 34,020, and, for the balance of the 
cattle, which is broken into two weight ranges, either slaughter or feeder cattle, 
there were 356,929 in the weight range of 200 pounds to 700 pounds, and 
141,088 in the weight range over 700 pounds. 


Out of the total number of cattle exported in 1965 it is estimated that about 
396,000 feeder cattle and calves went to the United States, having originated in 
western Canada, the annual peak of that movement is right on at the present 
time, because calves are being weaned in western Canada and yearling cattle 
are coming off the ranges. 


The imports of slaughter cattle are listed on Table III, and you will note, 
as we have already emphasized, that the only significant movement was in 
1964, and that came in during the three-month period in the spring. 


Table IV, Choice and Good beef carcasses. In the text it was mentioned that 
in 1950 the weekly average of the Choice and Good grade combined was 4,146. 
That represented about 16.8 per cent of the total. The total of Choice and Good 
has increased every year, and if you analyze the figures for 1965 you will see 
that in that year the weekly average of choice was 17,317, and the weekly 
average of good was 8,623, for a combined average of 25,940, or a little over 49 
per cent of the total kill. In the first eight months of this year the average has 
gone up a little to 26,821 per week, representing 52.6 per cent of the total. 
Actually, a high percentage of the beef that goes over the counters, what you 
might call block beef, is now made up of the two top grades, almost 53 per cent 
today, and if you add to that the Standard grade, which is about another 9 per 
cent, you have about 62 per cent in the three top grades. Then, if you subtract 
from that the 16 per cent which are canner cows or manufacturing beef, you do 
not have a very large percentage of the beef that goes over the retail counters 
in grades other than Choice and Good, particularly if you add the third -_ 
Standard, to the total of Choice and Goad: 


We have listed Table IV here the tariff rates on livestock and meats 
between Canada and the United States, and the Canadian rate on imports from 
Australia and New Zealand. With respect to cattle under 200 pounds, the rate is 
reciprocal, 1-1/2 cents each way. For cattle seven hundred pounds and over, 
including dairy cows it is the same story, 1-1/2 cents each way. If you refer 
back to the cattle, 200 to 699 pounds—which category is generally referred to as 
200 to 700 pounds—you will notice that the rate going into the United States is 
2-1/2 cents, rather than 1-1/2 cents on what weighs under 200 and on 
what weighs over 700. If there were any feeder cattle coming in from the 
United States the rate would be 1-1/2 cents, but that is an academic question 
because we do not bring them in. 


The rate on beef and veal is reciprocal, 3 cents each way. Hogs live, one 
cent each way. Pork, fresh or frozen, 1-1/4 cents in each direction. Bacon and 
hams—you will notice that the tariff into the United States is 2 cents if 
unboned, that is in carcasses or cuts, and 3 cents in boneless form; whereas 
product coming in from the United States is assessed a rate of 1-3/4 cents. 

Table V, hog marketings. This shows the weekly average gradings, and you 
will notice that in Canada hog production did not vary very much in the three 
years 1961, 1962 and 1963, when it was 124,000 a week, 126,800 and 125,400, 


CONSUMER CREDIT 217 


respectively. It stepped up to 140,000 a week in 1964, and then dropped back to 
136,000 in 1965. 

The table at the bottom shows the weekly average inspected slaughter for 
the United States. The significant thing there is the sharp drop which they had 
in hogs in 1965. Their total slaughter in 1964 was 71,667,000, and that total 
dropped in 1965 to 63.7 million. 

Table VI, hog prices. In the script on page 4 it was noted that, beginning in 
June, prices rose very sharply. Looking at 1965 and dropping down to May you 
will see that in May Grade “A” hogs averaged 30.46 and started to rise in June 
averaging 34.81 to 36.24 in July, 36.66 in August, 36.88 in September; there was 
a slight drop in October, 35.90, 37.58 in November and 41.64 for the last month 
of the year, December. 

There is almost identically the same pattern at Chicago. If you look at their 
price in April, it was 24.51, and then went up steadily over the next 4 months to 
28.21, 32.28, 33.12 and 33.47 respectively. There was a little dip in September, 
31.17, followed by a slight use in October, 32.13, and then it was 33.75 in 
November and averaged 38.39 in December. 


It is also mentioned in the text that prices remained very high for the first 
two months of 1966. Looking under 1966 at, the Toronto figures, you will see the 
average of Toronto for Grade “A” in January and February was 42.73 and 
43.19, which was higher than in December. 


If you refer to the Chicago figures you will find that they also remained 
very high in the first part of 1966, 38.89 in January and 38.31 in February. In a 
general way prices have been dropping since they peaked at that time. 


Table VII, exports and imports of pork. 1960-1965. Using the 1960 figures, 
you will see there were a little over 45 million pounds exported to the United 
States, and 24.6 million pounds to other countries, for a total of 69.6 million. In 
1965, that is last year, we exported 53.3 million to the United States and 3.5 
million to other countries, for a total of 56.8 million. 


Imports: In 1960, 17 million from the United States and very little from 
other countries; and in 1965, 27.5 million from the United States and 9.1 
million from other countries, for a total of 36.6 million. The exports include 
fresh and frozen pork; bacon and sides, cured; other pork cured; boiled ham 
cooked; hams canned, pork canned. Imports include fresh or frozen pork and, 
pork cured including salted. 


We have also some charts. Chart “A” shows that the growth of cattle on 
farms in Canada and the United States has been almost parallel, particularly 
with respect to the general trend that has taken place. 


Chart “B” illustrates the close relationship that has been revealed by the 
monthly average prices between the price per hundredweight of Canada Choice 
Steers at Toronto, in Canadian dollars, and United States choice steers, at 
Omaha, in U.S. dollars. Once again, the general pattern shows a very close 
parallel. 


Chart “C” shows, in graph form, the price per hundredweight of Grade ‘“‘A”’ 
hogs at Toronto, in Canadian dollars, and the price per hundredweight of choice 
barrows and gilts at Chicago, in U.S. dollars. As is the case with cattle, hog 
prices in Canada operate under the North American economy. The price lines on 
this graph run fairly close. There is one difference. You will notice that the 
price of Canadian hogs is invariably higher than the price of Chicago hogs. This 
is due to the fact that, on the average, Canadian hogs are of higher quality and 
are therefore worth more money at any particular time. They do not, in general, 
carry as much fat and thereby require less trimming than U.S. hogs. 

Chart “D” shows the per capita consumption of meat, excluding poultry 
meat. This concerns tha two products with which we are dealing. In 1950 beef 
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was 50.6 pounds per capita, and last year it was 78.7 pounds per capita. Pork 
was 54.9 pounds per capita in 1950, and 49.2 pounds per capita last year. 

It is rather interesting to note that the total consumption of meat shown 
by the top line of the graph has been almost consistently upward. 

Mr. Chairman, that finishes my formal presentation. 

Mr. Cameron: Mr. Bennett, there seems to be a very close correlation, 
aptly enough, between the export of beef to the United States and the rise in 
price in Canada. I wonder if you can give us any explanation as to the chief 
cause of the very sharp increase in beef exports to the United States in 1965, 
and the even greater increase in the first eight months of this year. 

Mr. BENNETT: You are talking about exports of beef, and not exports of 
cattle? 

Mr. CAMERON: Yes, exports of beef and veal. 


Mr. BENNETT: In 1965, in general, it is my opinion that the increase was 
almost entirely due to the severe drought conditions that we had in many parts 
of Canada, which led to a situation which was not exactly a liquidation but 
certainly resulted in a lowering of the numbers of cattle that went into the 
barns last winter and which were carried over. That class of cattle, which was 
composed mostly of canners and cutter cows, are really the discards of the dairy 
industry, although many of them would have been kept longer if there had been 
normal feed conditions. Most of them went into the type of product which we 
export in largest volume to the United States. These were cattle of the lower 
grades, the carcasses of which are made either into cuts or into boneless beef for 
manufacture. 

This does not answer as simply your question with respect to 1966. I have 
not tried to analyze that, but there has been a continuing trend in what we call 
the cattle cycle of selling females in abnormal numbers this year. This may or 
may not be an explanation, but I am not as certain of my comments with 
respect to 1966 as I am of my answer with respect to 1965. We will be pleased 
to look into that for you to see if there is any more information available. 


Mr. CAMERON: If you would, I would be very glad to hear it. 


Mr. ALLMAND: Can you tell us the steps that a hog goes through from the 
time it leaves the producer until it gets to the consumer? In other words, how 
many times is it sold, and what takes place at these different steps? Let us take, 
for example, hogs that go into bacon. 


Mr. BENNETT: Would it be in order to describe the process in this province, 
because it varies somewhat across Canada. 


Mr. ALLMAND: Yes. 


Mr. BENNETT: In the Province of Ontario all hogs are required by law to be 
delivered to assembly points operated by the Ontario Hog Producers’ Marketing 
Board. The hogs are offered for sale by a teletype method of auction. They then 
move to the packing plant that purchases them, and they are slaughtered. At 
that stage the packer makes the carcass into various products. For example, 
there are the five major cuts—hams, loins, bellies, picnics and butts. The picnics 
and butts are the two shoulder parts—the butt is the upper portion, and the 
picnic is the lower part where the leg is attached. 

The packer is generally net able to sell all of the back portion of the 
carcass in the form of fresh loins, and the balance has to be boned out and made 
into what is called a boneless back, and this is where back bacon comes from. 
Some of the products are sold fresh. In the case of hams, which represent about 
20 per cent of the carcass weight, only a small percentage is sold fresh because 
most of the hams are cured and smoked. The packing industry will be able to 
give you the percentage of the backs that they sell in the form of fresh loins 
and the percent sold as boneless backs. 
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There are very few fresh bellies sold. They go mainly into the form of 
sliced bacon. However, some sides are sold in slab form to be sliced by the retail 
store. There is some sale of fresh shoulders, and, once again, the industry can 
give you the average percentage. The balance is made into cured or smoked 
butts, and cured and smoked picnics. This is the form, in general, that the 
product shows up in at the chain store. 


I was going to say that to specifically answer your question, as I interpreted 
it, there are really two sales—the one in which the Ontario Hog Producers’ 
Marketing Board sells to the packer, and the other in which the packer sells the 
carcass or the hog in all these different forms to the retailer. 


Senator McDona xp: Either for local or for export? 


Mr. BENNETT: Yes, either for local or for export. Obviously, if he is selling 
it for export he will not be selling it through the same channels as when 
product is for the domestic market. 


Senator McDonaLp: But it is sold by the packer? 
Mr. BENNETT: Yes. 


Mr. OTTo: Does the farmer deliver directly himself to the Marketing Board, 
or is it done through a jobber? Is there another step in there? 


Mr. BENNETT: No, either the farmer or the farmer’s agent, who is a trucker, 
delivers the hogs to the assembly yards that are operated by the Marketing 
Board in the Province of Ontario. 


Mr. Orto: And the agent works on a percentage? 


Mr. BENNETT: He is just a trucker or just a transportation agent, and 
nothing more. 


Mr. ALLMAND: Does the price at which the Marketing Board sells to the 
packing house include the costs of both the farmer and the Marketing Board? 


Mr. BENNETT: Hogs are all sold f.o.b. the assembly yard. For example, if a 
group of hogs goes on the teletype, which is a competitive method of selling, 
and the price ends up at 33 cents at the Kitchener yards, then all the costs of 
handling the hogs after that are to the account of the packing house or the 
purchaser. 


Mr. Williams (Assistant Deputy Minister Production and Marketing, Department 
of Agriculture): If I can enlarge on that for one minute, I will say that the 
operations of the Board itself are financed by deductions from the total cost 
of the hogs. There is a flat deduction made by the Board to finance its own 
Operations. 


Mr. ALLMAND: In respect of poultry, I believe, the other day we had prices 
from the producer to the packer, and then from the packer to the retailer, and 
then from the retailer to the customer, and we could see the spread in price 
between these different levels. I wonder if this could be done with respect to 
this type of product? 


Mr. BENNETT: There is one very basic difference which makes it difficult to 
analyse the prices of these products at the various levels in an identical manner, 
in that the poultry, broilers, turkeys and eggs move at all stages in the same 
form that is, a broiler, a turkey, a dozen eggs as the original unit. This does not 
happen in the case of meats. The farmer sells a live hog which the packer buys 
in the form of a dressed carcass, and from then on the carcass is taken apart 
and it ends up in a whole variety of cuts which are not exactly standard from 
week to week in an individual packing plant, in that they may make more 
boneless product one week than they do the next. I think it would be fair to 
comment that it is just not possible to set up, with respect to either beef or 
pork, the same type of statistics that are very valid in the poultry business. 
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Mr. ALuMAND: If you took a thousand head, say, at the average price the 
marketing board sells to the packing house and the packing house sells to the 
retailer, you could not do it that way, could you? 

Mr. BENNETT: No, because the product from a hog may be sold over a 
considerable period of time. Pork products that are sold fresh may move out of 
the plant within two to three days. However, some of the products, due to 
various processes of manufacturing, may not be sold for quite a lengthy period 
after it is killed. I would say in some cases even up to six weeks. 

Mr. ALLMAND: Therefore there is no way of knowing the price spread 
between the two levels? 

Mr. BENNETT: No. 

Co-Chairman Senator Crott: Look at Table VI, which indicates that 
starting in March 1966 the monthly average price was $36.12, and then it 
continued to drop until in September it reached $33.92. 

Mr. BENNETT: That is correct. 

Co-Chairman Senator CROLL: What explanation can you give us that in 
light of the fall in prices here the price of bacon has continued to rise? I am no 
expert in pork, by the way, as you know. 

Mr. BENNETT: I think I can quite honestly say in this phase of it that 
neither am I. We approach it with the same viewpoint. 


Co-Chairman Senator CROLL: Not quite the same. 


Mr. BENNETT: Quite frankly I do not have any definite opinion on this 
particular thing. 


Co-Chairman Senator CROLL: Mr. Bennett, that is what this exercise is all 
about. We are members of Parliament and have to be informed and made 
knowledgeable, if someone can help us. That is what we are here for. These 
statistics are very nice, but unless they mean something to us in a concrete way 
we shall not get very far. 


Mr. BENNETT: We are limited, by virtue of the way meats are handled and 
by what information is available. In the statistics I have given you here this 
morning is a record of prices to the farmer. If we were going to be in a position 
to make any valid comment in answer to your question, then we would have to 
go into quite a wide study, analysis and exploration of another area, in which 
we do not regularly operate. 

Co-Chairman Senator CROLL: Well, who does? 


Mr. WILLiaMs: The only answer I can give is that you will recall that 
earlier this week I presented evidence which I quoted from the Dominion 
Bureau of Statistics of their price findings with respect of half pounds of bacon. 
All we can say is that your observation with respect of the price received by the 
farmer is correct, your observation based on the information that we are able to 
gather from the Dominion Bureau of Statistics report, that the price of bacon 
has not fallen, is also quite correct. 


Co-Chairman Senator CrRouL: All right. Some members of the committee — 
may wish to comment. 


Mr. Otto: May I ask a supplementary question? You gave us a general 
outline of the steps of marketing. For instance, the farmer has to pay the agent 
or the broker? 


Mr. BENNETT: The farmer in Ontario has to assume the cost of deliveries to 
the assembly yard. 


Mr. Otto: And what is the next step? 


Mr. BENNETT: The next step is that the farmer’s hogs are mixed with other 


hogs, to make what they call a sales lot, and such a sales lot is bought by a 
packer f.o.b. at the assembly yard. 
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Mr. OTto: There is only one transportation then, from the farmer to the 
assembly yard? 


Mr. BENNETT: Yes; and the second is to the packing plant. 

Mr. OTTO: Now, what about the slaughter? 

Mr. BENNETT: The slaughter is all at the cost of the packer. 

Mr. OTTO: Never mind that; where is the slaughter after it leaves the yard? 
Mr. BENNETT: At the packing plant. 

Mr. OTTO: So we have two transportations, two truckings, is that right? 
Mr. BENNETT: Yes. 

Mr. Otto: The packer has to pay for the slaughtering? 

Mr. BENNETT: Yes, slaughtering and processing. 


Mr. Otto: So we have five people altogether charging somewhere at this 
stage. When it is slaughtered, then it is processed by the packer? 


Mr. BENNETT: That is right. 
Mr. OTTo: Then where does it go? 


Mr. BENNETT: He sells it generally on the basis of delivery to the 
retailer—usually on a basis of delivery to the buyer’s premises. 


Mr. OTTO: So there are seven steps. 


Co-Chairman Senator CrotL: The Chairman is well aware of that. That 
really does not explain anything, because that is a normal proceeding. Those 
Same steps were there from time immemorial. However, I am not here to give 
evidence. Mr. Ryan? 

Mr. Ryan: I should like to ask the witness to refer to page 4 of his 
presentation, where he states, “Beginning in June 1965 hog prices moved up 
sharply.” And prices suddenly jumped up roughly in the order of about a third. 
Apparently the explanation is that the main factor was a drop in pork storage 
in the United States at May 31, 1965. What were the factors that brought about 
this remarkable trend, and has this sudden effect upon the whole American 
market been the main cause of the high prices for pork until today? 


Mr. BENNETT: Just to review, the prices went up because there was a sharp 
drop in the number of hogs. That is reason number one. There were just less 
hogs by far then the year before. 


Mr. RYAN: Is there any reason for that? 


Mr. BENNETT: Yes, the reason for that is that if you go back and look at the 
average prices in the year 1964 you will see the reason why the United States 
farmer was discouraged with the returns he had received for hogs, particularly 
in relationship to the price for which he could sell corn. I think it would be in 
order to point out, that in the central corn belt of the United States there is 
land that is admirably adapted to the production of corn, and in a general way 
the farmer indirectly sells corn rather than hogs. In 1964 the level of hog prices 
in the United States in relationship to the price of corn—if you look at the 
prices, at Chicago in 1964, you will see they were down to $19.87 in April, 
$21.13 in May, $21.41 in October, $20.40 in November and $21.97 in December. 
The United States hog producers as a group apparently decided that it was not 
profitable to continue to produce a large number of hogs at that level of prices, 
so they cut back. This led to a sharply reduced number of hogs in 1965, 
beginning in June. 

I cannot interpret what the packers thought in the fall of 1964, but the fact 
is that they did not put as much product as usual in storage, apparently they 
did not believe that the price would rise to the levels it reached in 1965. They 
obviously concluded that the farmers were going to go on producing substantive 
numbers and didn’t put many stocks into storage, and as you are aware, the 
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storing of pork products is a speculative process. So in 1965 there was a sharply 
reduced number of hogs, because the farmer did not find it profitable to 
continue at the 1964 price level. In addition there was abnormally low storage 
stocks of pork and finally, there was not any increase in beef supplies. These 
were the three main factors. This balance between supply and what you might 
call demand—without trying to define it in the number of hogs—is now so close 
that a small switch either up or down in the marketings will reflect on prices 
quite sharply. 

Mr. Ryan: Have the Americans been exporting in unusually large quanti- 
ties their pork or beef to other countries, particularly in the last year or two? 

Mr. BENNETT: No. The United States is a net importer, quite substantially. 

Mr. Ryan: Has the Vietnam war had any impact on this situation? 

Mr. BENNETT: You will recall that the United States army took some steps 
with respect to what they were going to buy in regard to pork. You will recall 
that some organizations in the United States did claim it had an effect; but we 
have no knowledge as to whether it had or not. 

Mr. Ryan: Your main opinion is that the effect on both the pork market 
and the beef market is this association getting together on these prices and this 
production in the United States? 

Mr. BENNETT: That is right. 

Mr. Ryan: I have one final question, arising out of Mr. Otto’s question. Is 
the old drover non-existent in Canada now? Does he not go and buy up beef on 
the hoof and hogs at the farm? 

Mr. BENNETT: I will answer your question indirectly. The introduction of 
the purchase of hogs on a dressed basis, together with the fact that the cattle 
fattening business is now in very large hands, has eliminated to a large extent 
the need for the kind of service which the drover gave. In the early days he was 
very essential and a valuable part of the marketing process but that need is not 
there any more to any degree whatsoever. 

Mr. Ryan: Is there still a drover or two carrying on business? 

Mr. BENNETT: Yes, there still are some. 

Mr. McCutTcHEon: I refer now to Table VI on Hog Prices. Mr. Bennett, our 
price as of September 1966 is 33.92. That in June of 1965 it started at 34.81. I 
wonder could you give us any comment, in the light of your answers the other 
day when I posed the same question—only that I used one specific month for 
the prices in Toronto. The D.B.S. figures show bacon at 88 cents to 89 cents a 
pound in 1965. They show $1.19 to $1.29 in 1966. Here we are, over a year of 
these prices, from $34.81 to as high as $43.19 and down to $33.92. What is the 
reason? 

Co-Chairman Senator CroLu: He has had 15 minutes, Mr. McCutcheon, but 
I do not think he is caught. That is one of the real questions. 

Mr. McCutTcHEon: That is what we are here for. 

Co-Chairman Senator CrRoLuL: But I thought you as a farmer would help us 
out here. It may be that he can. 


Mr. BENNETT: I would be prepared to make one general comment, Mr. 
Chairman. We in Canada are very heavy consumers of bacon. Whenever hogs 
are in short supply—without trying to define that—and that is the case right 
now in Canada, we then import considerable quantities of United States bacon. 
That means simply this, that the prices of bellies in Canada at the present time 
are strictly on an import basis. That is, their value is based enterely on what 
bellies cost in the United States, plus all the expense of getting them here, and 
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that is quite high when you have the exchange working against us. So we are 
now in an era in which hog marketings are comparatively low and in which 
there is a heavy demand for bacon in Canada as a result of which bellies are 
unusually high priced in relationship to other cuts. This may in part answer 
your question. 

Mr. McCutTcHeon: In part. 

Mr. BENNETT: In part. 


Mr. McCutTcHEon: I think you are right. We had 128.3 thousands of 
gradings in June 1965, and 132.2 in September 1966, so the product, I would 
assume, is keeping up with the demand. 


Mr. BENNETT: We have some increase in population, and we may be eating 
a little more. 


Mr. McCutcHEon: Would that account for ii 


Mr. BENNETT: Once again I would have to Say we are in an area now in 
which I would have the greatest reluctance to pose as an expert to any degree 
whatsoever, because this is not an area with which we are familiar or on which 
we have any statistical data to base any comments. However, I would like to 
explain the general situation. If you take hams, for example, our ham price, 
because we are exporting our hams to the United States—and add to that the 
fact that we are not heavy ham eaters in this country and they are in the 
United States—our ham price is based on an “export basis.” In other words, the 
price of Canadian hams reflects entirely what you can get for Canadian hams in 
the United States, less the cost of getting them there; whereas in bacon it is the 
absolute reverse. 


Mr. McCutTcHEon: May I turn to beef for just one moment? Some of our 
food suppliers—and now I am speaking of restaurateurs, hotels, et- 
cetera—contract for supplies of beef during the year, with the large packing 
companies. I believe these arrangements are made between the packers quar- 
terly or semi-annually, that type of thing. The prices which you have kindly 
supplied us, for choice steers, based on Toronto—as given in Table II, show that 
if you compare the prices there, there are fluctuations but the average is 
working out pretty close, between 1965 and 1966, at the farm. There is not 
much spread—it may be a penny a pound. 

I am told that the contract price of beef to institutions, like those I have 
mentioned, is 10 cents to 12 cents per pound higher this year than it was a year 
ago. 


Mr. BENNETT: I have not any detailed knowledge whatsoever. You might be 
able to find that out from the contracting suppliers, i.e. the packers, if they 
would care to reveal it. 


Mr. McCuTcHEON: Would you care to comment on this statement which has 
been given to me, that the reason for this increase in price is due to the fact 
that Canada Packers have been on strike and that it is overtime for labour in 
the small packing plants that has caused this increase to the trader? 


Mr. BENNETT: This could be possible, as you have already stated, but this 
has not reflected itself in the price to the farmer. 


Mr. McCutTcuHEon: No. 
Mr. BENNETT: I have no definite knowledge of what the situation is. 


Mr. McCutTcHEoNn: On the precipitate change in the price of pork—is there 
any governmental responsibility in this thing, coming upon us? I have been told 
that the reason for the precipitate action, unsuspected, was the poor reporting 
by the United States Department of Agriculture, of the number of hogs on 
farm, and the intention of farmers. 
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Mr. BENNETT: The forecasting of livestock production is not an accurate 
science, because in the process of accumulating the data you cannot visit every 
person. It is a sampling process. 

In addition to that, conditions can change, which will cause quite a drastic 
reversal in plans on the part of many producers after they reported their 
intentions. 

The long-term record of forecasting in the United States has been quite 
good. I think that what has happened, sir, is this. Whenever something like this 
happens, there is a great search for reasons. 

Mr. McCutcHeon: Like here? 

Mr. BenneTT: Like here. I did not mean it was in your personal case, but 
there is always a great search for some reason, and this is one of the reasons 
that has been given. However, basically, this could not change the pattern very 
much, because I do not think there is any evidence, over a short period, that the 
farmer is guided to a great degree by the forecasts which come out, because 
those forecasts, generally, are published after he has decided what he is going to 
do. 

Mr. McCutcueon: That is abundantly true. On this question, Mr. Bennett, 
you know what we are looking for; can you help us? Can you tell us where we 
can get the information we want? I would like to refer this question to my 
Chairman, Senator Croll. 

Co-Chairman Senator CROLL: No, no. You are doing fine. 

Mr. BENNETT: Well, it seems to me that the farmer is involved, and our 
basic responsibility in the division in which I operate is to report accurately 
prices that are received by the farmer and to grade his livestock accurately. 
Now, as to where you are going to obtain the information you desire, it seems to 
me that it must come from the people who operate in those areas. 

Mr. McCurcuHeon: That is true. I agree with you and I commend you. You 
have done an excellent job in your department, and have been most helpful, 
but we are after more than this. 

Mr. WrutiamMs: If I could add one word, sir, the only other information 
available, to my knowledge, is the printed statistics of the Dominion Bureau of 
Statistics with respect of retail prices. 

Co-Chairman Senator Crout: Mr. Williams, would you from the statistics, 
relate the evenness of the cost of Choice steers in 1966, and what the price rise 
has been during that period of time? I have been looking at the statistics, too, 
and I cannot get that out of them. 

Mr. WititAMs: As Mr. Bennett pointed out, we are in an inherent difficulty 
in that we are not dealing with a package, as we were with eggs, poultry, and 
turkeys. Here we have to deal with a portion of the animal, and the value of 
different portions at any time may not bear a direct relationship to the value of 
the carcass. However, I can quote from the price index for the month of July, 
printed by the Dominion Bureau of Statistics. Table 10 in the July issue of 
Prices and Price Indexes shows that for the month of June, 1965, the price of 
sirloin steak in Canada was $1.079 per pound. For the month of July of the 
same year it was $1.136. For the month of June of this year it was $1.146, and 
for the month of July it was $1.168. 

Co-Chairman Senator CroLu: Mr. Williams, in the month of June of 1966 
the price that they paid to the farmer was less than in the month of June 1965. 

Mr. WILLIAMS: That is correct, sir, 76c per hundredweight less. 


Co-Chairman Senator Crotut: And in July 1966, it was less than in the 
month of July 1965. Yet it went up in both of those months despite the fact that 
the farmer got less. How do we reconcile that? What do we say to our 
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constituents when they ask us that question? Do we say that we went to the 
department and that they gave us an answer, or what do we say? 

Mr. WILLIAMs: I presume, sir, that the only answer is that somebody other 
than the farmer is getting the difference. 

Co-Chairman Senator CROLL: Yes. All right, but who? 

Mr. WILLIAMS: We do not have any statistics to indicate which of the 
agencies be it labour or the packer or the retailer or the trucker. But we do feel 
that our position is to present evidence as to what the position of the farmer is 
with respect of this, because we do not have other evidence. 

Co-Chairman Senator CRoLu: All right. We have exonerated the farmer. 
There is no problem there. But would you care to point the finger of suspicion 
some place at least so that we might know where we are searching? 

Mr. WILLIAMS: I am afraid I could not point a finger of suspicion, sir, 
except to point to them, all, because I cannot isolate anyone. I have no 
information on which I can base my finger-pointing. 

Co-Chairman Senator CROLL: Mr. McCutcheon. 

Mr. McCutTcHEon: I have just one supplementary question. The price of 
choice steers, Mr. Bennett, in June of 1965, is $26.86. We do not want to leave a 
wrong impression here; what is the equivalent of that in dressed weight? The 
carcass price would be what? What is our average dressed weight? 

Mr. BENNETT: I can give you that. 

Mr. McCutcuHeEon: I was referring to June, where we have $26.86. 

Mr. BENNETT: Choice steers at Toronto will average about 56 to 58 per cent 
yield. Let’s take 57 per cent as an average yield. That means that there would 
be 570 pounds of carcass out of a 1,000-pound live steer. That is 57 per cent 
yield. If the packer paid 27 cents alive and got 57 per cent yield, what he calls 
long cost, without taking overhead or anything else into account would be 47.37. 
Now, what the carcass would be worth, what the packer would try to sell it for, 
would first call for some adjustments. In other words, he has all his expenses to 
add on and he deducts from that the credits which he gets, that is, things other 
than the carcass. For instance, he gets the hide, the fancy meats, the fat and 
some blood. 

Mr. McCutcHeon: Is this a chilled weight? 

Mr. BENNETT: This a chilled weight of 57 per cent yield. 

Mr. WILLIAMS: That actually is a conversion, sir, of 27 cents on a flat 57 per 
cent yield. I think that was the question you were asking. 

Mr. McCutcHEon: That is right. 

Mr. WILLIAMS: So, without any of the credits to which Mr. Bennett was 
referring, without anything of that sort at all, but simply converting live weight 
to dressed weight, that is $26.86 alive is $47. 12 dressed. 

Mr. McCutTcHEon: Right. The 27— 

Mr. BENNETT: I was using 27 cents. Mr. Williams is using $26.86. 

Mr. WILLIAMS: I was using the figure that Mr. McCutcheon asked about. 


Mr. BENNETT: Let us go back for a moment. A steer weighing 1,000 pounds 
alive, at $26.86, that dresses out 57 per cent, gives a carcass of 570 ‘rayne at a 
long cost of $47. 12. Now the packer would have to add on to that all his 
expenses, and he would take off that his credits, which include the hide—the 
main ones would be the hide—and the fancy meats, the fat and some blood. The 
industry might be prepared to give you some evidence as to what those credits 
amount to. 


Mr. McCutTcHreon: This might be meaningful. 
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Mr. BENNETT: This will tell you in a general way that beef what would 
have to be sold for, if the processor was to make what might be called a normal 
markup or profit. 


Mr. McCutTcHEon: Thank you. 


Mr. Ouson: I have just one supplementary question to Mr. Bennett and 
Mr. Williams. They say that they do not have the statistics as to what hap- 
pens to the price between what the retailer gets and what the farmer makes. 
Just whom do we go to to ask for this information? 


Mr. WILLIAMS: The only printed information, or information that I know of 
that is collected, is collected by the Dominion Bureau of Statistics in their 
determination of the consumer price index. 


Mr. OLSON: Your department does not keep track of what the retailer pays 
the wholesalers or what is paid anywhere along the line between the live price 
and the retail price? 


Mr. WILLIAMS: We report a sample price of wholesaler to retailer at certain 
locations. This is not an official price. It is not a weighted average. It is reported 
in our Livestock and Meat Trade Report, which is published weekly, and Mr. 
Bennett, I am sure, would be glad to describe to you how this price is arrived 
at. We do not report any retail prices. We do not collect the retail prices, but 
this is a sample price of the carcass beef, for example. There are other cuts 
reported. It is the price from the packer to the retailer. These are quoted prices 
on a sample basis. 


Mr. Ouson: Is there some way we could get at this? In other words, you say 
you have some samplings. Could we have some samplings taken from exactly 
the same places the Bureau of Statistics take their samplings for retail 
prices, so we could follow it right through with exactly the same data in the 
same location, and find out where the spreads are? If we take a sampling in one 
city on one item and a sampling in another city on another item, we may not be 
able to reconcile it. 


Mr. WILLIAMS: I am afraid I would have to look into that, Mr. Olson, 
because I am not fully cognizant with the method by which D.B.S. collects 
samples. I can give you all the information with respect to our own samplings. I 
believe it would be possible. 


Mr. OLson: Would you undertake to make such inquiry and find out if we 
can get some of these samplings taken in the same place at the same time 
at various levels of prices? 


Mr. WILLIAMS: Yes. 


Senator McDonatp: Mr. Chairman, part of the information that I wanted 
has been given to Mr. McCutcheon and Mr. Olson, but I want to go back to your 
question to the witness when you asked: Is there any reason for the ever- 
increasing price of bacon—and I think we can say more than bacon—the ever- 
increasing price of meats to the consumer when the price to the producer bears 
no relationship? 

I am wondering if we have not the wrong witnesses. To be perfectly fair, 
the witnesses before us from the Department of Agriculture, it seems to me, 
their responsibility is to the producer—or, at least, I hope it is. I think they 
have done a good job in keeping the producer advised as to the supply of 
agricultural products, not only in our country but in the neighbouring country, 
especially, to the south of us, and other parts of the world where we are 
competing in the production of this product. 

It has also been their responsibility to keep the Canadian producer advised 
on the supply of feed and other costs involved in producing a pound of pork or 
meat, as we are talking about now. I think they have done a good job there too. 


CONSUMER CREDIT 227 


Sometimes this information is a little late getting to the producer, but I can 
understand some of the reasons for this. One of the main problems is our 
producers have not followed and have not even read the information that has 
been made available to them over the years. 


Co-Chairman Senator CroLL: Senator McDonald, the witness is up here. 


Senator McDONALD: Yes. I want to ask the witness a question, but before I 
do that I think the members of this committee ought to be made aware of the 
responsibility of the Department of Agriculture, and I do not think their 
responsibility is to keep the records of the cost of foods to the consumer. I think 
we have to have a different witness if we are going to get answers to these 
questions, because the Department of Agriculture does make records available 
to producers and information, and they do experimental work in grading new 
types of hogs and beef, and handling and feeding. I want to put on record that I 
think they—both the federal and provincial Departments of Agriculture—have 
done an exceptionally fine job, but is it possible for the Department of 
Agriculture to broaden their field of endeavour and to try to give to the 
consumer some of the information and protection they have given to the 
producer? I know this work is done by D.B.S. There are records kept, but there 
are very few people, including producers and consumers, who follow the 
information made available by D.B.S. In the Department of Agriculture, have 
they given any thought to making this information available to the Canadian 
people? 

Mr. WILLIAMS: This is an area in which we try to move and have moved to 
some limited extent. We have a consumer section that has some responsibility in 
this area, but its responsibility lies more in the promotion of food rather than in 
economics or in data reporting. We do, however, publish, I believe—and I would 
be subject to correction here—on a monthly basis a publication known as “The 
Food Basket,” which goes to mailing list—largely food editors and people of this 
nature, economists, and you may see it quoted from time to time in the 
press—in which we endeavour to forecast a month ahead, from the consumer 
standpoint, the availability of food with some indication of price, not in absolute 
terms but in terms of, say, whether eggs, for example, will be in good supply 
and whether prices will be up or down. 


Senator McDonatp: But this information goes chiefly to economists and 
editors of newspapers and magazines? 

Mr. WILLIAMS: Its method of distribution at the present time is for use in 
the public press. It is used to some extent, but it is a rather new venture for us. 

Senator McDONALD: How long have you been doing this work? 

Mr. WILLIAMS: I am afraid I cannot answer that categorically. I would 
estimate, for about nine months or a year. 

Senator McDona tp: But it is your hope to broaden this work? 

Mr. WILLIAMS: I am mistaken. It is about five years, but it changed form 
some time ago. 

Senator McDoNnALpD: But it is in your plans to do more in this field? 

Mr. WILLIAMS: That is correct, sir. 

Co-Chairman Mr. Basrorp: Mr. Bennett, from Table VI it is apparent there 
has been a marked decrease in the price of hogs since J anuary to September. 
Would this indicate that for the future, because of this decrease in price, hog 
producers are going to go out of production and that the production of hogs 
will further decrease? 

Mr. BENNETT: We are now about at the end of the downward phase of the 
hog cycle, and there seem to be two or three definite things emerging out of 
what is taking place. 
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The first is that we will probably have seen, for some time to come, the end 
of rapid swings in the hog cycle. In other words, I do not think that in the 
future we are going to go up very much or down very much during any specific 
hog cycle. This broad change has been brought about by the fact that there are 
now outlets for grain, barley and wheat in this country, and there are outlets 
for corn in the United States. So that farmers are not now, or apt to be in the 
future, in a position where in order to market grain they are forced to feed 
livestock. I have not the exact figures, but, for example, I think this will be the 
third year in the United States in which their usage of corn will be more than 
their production. The stocks of corn held by the Commercial Commodity 
Corporation in the United States, as you will recall, were at times in the past 
released on the market in order to have a more uniform price of corn for feed. 
These stocks are not available to the same degree, any more. 

I think what this is settling down to—to try and specifically answer your 
question—is an era in which the farmer is going to be able to decide, to a large 
measure, at what price he will produce hogs, and then may be able to produce 
within a reasonably narrow range the number that will result in that price 
range. For example, in the United States it was considered that the break-even 
point before world war II in the hog-corn ratio was about 12 to one. That is 100 
pounds of live hog to 12 bushels of corn. That has moved up to a ratio of around 
16 or 17 to one and now, based on information available, it looks as if the U.S. 
farmer will not produce any sizeable increase in hogs unless the ratio is around 
17 to one. If the supply of corn is not such that he has to feed it to hogs in order 
to market it, we are possibly entering into an era of stabilized production in 
hogs. 

Co-Chairman Mr. BasrorD: Would that indicate that we are going to have, 
with the rising demand at the consumer level for pork products, further 
increases in the retail price because of stable production in hogs? 


Mr. BENNETT: Perhaps this might be a fair comment; whether it is a high 
price or a low price from the consumer’s viewpoint, we are probably entering 
into an era where hog prices are going to be continuously higher than they have 
been over any long period in the past. The trade is now forecasting that there 
will be, for two years at least, probably 20-cent hogs in the United States. That 
is, 20 cents alive, and that is getting up to 27 cents or 28 cents dressed. If this 
proves to be the case the retail level will have to move in relation to that, but 
whether that will be considered to be too high by the consumers is another 
question. 

Co-Chairman Mr. BASForRD: So you are saying that the forecast is two years 
of higher hog prices—that is, to the producer? 


Mr. BENNETT: Not necessarily higher than what they are now, no, because 
in Chicago last week they averaged about $31.00. They do not expect hogs to 
stay as high as $31.00 this fall in Chicago. They are forecasting they will 
probably drop to about 20 cents alive, which will probably mean around 27 
cents dressed. 

The big question is, what is going to happen in the future in relation to the 
price of corn. Is the farmer in the United States going to be wililng to breed 
sows in large volume if he knows he cannot sell hogs for more than around 20 
cents alive in the next two years? 


Co-Chairman Mr. BAsrorp: I am more concerned with the price of hogs in 
relation to the price of bacon than to the price of corn. 


Mr. LEBLANC: You may be, but the farmer is not. 


Co-Chairman Mr. Basrorp: I note that Table VI shows a price in Sep- 


tember of $33.92. What is the forecast as to what is going to happen to that 
price? 
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Mr. BENNETT: Looking ahead, and accepting the validity of the United 
States forecast that they do not now expect hogs to drop below 20 cents, give or 
take a little, this fall—that is, 20 cents alive—and then you add to that the 
premium we get for Canadian hogs—by “premium” I mean the higher average 
price due to higher average quality—this would bring us up to 31 or 32 cents 
for hogs in Toronto this fall. 


Co-Chairman Mr. BAsFrorp: What is going to happen to the price of $33.92? 
Mr. BENNETT: We are below that in Toronto this week. 
Co-Chairman Mr. Basrorp: So you think— 


Mr. BENNETT: Grade “A” at Toronto is still about the same as last week. 
Based on the situation in the United States to which prices in Canada will be 
tied almost directly, one would assume that if their predictions and forecasts 
come true we could still see hogs at the level of 30 to 32 cents this fall. 

I wish to repeat that this is, of course, based entirely on what is going to 
happen in the United States. We will not have any control over it here. I am 
talking about hog prices to the producer. 


Co-Chairman Mr. Basrorp: I take it that your evidence is that the 
fall—and I would like to include the winter in that—the fall and winter 
forecast is that hog carcass prices will remain relatively the same and relatively 
stable? 


Mr. BENNETT: Relatively stable and relatively the same, with what you 
might call a seasonal drop ahead of us. 


Co-Chairman Mr. Basrorp: When does that occur? 


Mr. BENNETT: That will start very shortly. The sharp increase in the run of 
hogs in this country generally starts in about the third week in October. 


Co-Chairman Mr. Basrorp: Now, the Department does not make, I take it 
from your evidence, any forecast as to what retail prices might be? 


Mr. BENNETT: No, our departmental forecasting is limited entirely to 
predictions or forecasts of volume, and then an estimate of what this volume 
will do to price, or as to how it is reflected in price. At all times with respect to 
price we have to go back and base it all entirely on a very careful analysis of 
the outlook in the United States. 


Co-Chairman Mr. Basrorp: I am a little surprised at that because it seems 
to me that the forecast of retail prices would have some effect on producer 
prices, which surely are of vital information to the producer. 


Mr. BENNETT: Yes, but the producer is interested basically in the price he 
receives. This is the important thing to him. Although he may not appreciate 
the full significance of it, it is a fact that in any forecasting or predictions it is 
the situation in the United States that is going to determine the basic price to 
the producer, within certain limitations, and not the retail price in Canada. 


Co-Chairman Mr. Basrorp: I see. S0, what you are saying is that because of 
the North American concept of the market the retail price in Canada really has 
no relevance to the producer price? 


Mr. BENNETT: It will have an effect in the short term, possibly, and within a 
narrow range, but over any length of time, no. It will be the price of hogs in 
Chicago or in the United States which determines the price that the Canadian 
farmer is going to receive. 


Co-Chairman Mr. Basrorp: So our retail prices in Canada could be either 
very high or very low, and this would have no effect really on whether our 
producer prices are high or low? 

Mr. BENNETT: Well, we are back into this area in which you are asking us 
to express our opinion of the relationship between producer prices and retail 
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prices, and once again the only reply I can give you is that this is an area in 
which I do not have any specific knowledge whatsoever. 


Co-Chairman Mr. BASFoRD: I will come back later to that. 


Mr. SALTSMAN: Mr. Bennett, if I can pursue the previous questions for a 
minute I will point out that you have given us some figures that indicate the 
pricing policies on steers, or the pricing policies on meats, generally, so far as 
the producer is concerned, and you have told us how the producer is tied into 
his own kind of market. We have tried to establish a relationship between those 
prices and the prices that the consumer has to pay for the products. We have 
not been able to come up with a relationship of that type. Would it be a fair 
statement to make—and I would solicit your comments on this—that the price 
to the producer has really very little bearing on the price that is charged to the 
consumer because, as the senator brought out, how do you account for the 
continuing rise in the price of bacon at a time when hog prices have not risen 
very much? 

I am not asking you for specific relationships, but can you state generally 
that these do not bear any close relationship to each other? In other words, the 
price that is being paid to the producer as against the price that the consumer 
must pay for those products are not related? 


Mr. BENNETT: In a general way over any long period the sum total of all 
that the retailer pays for pork products will bear a definite relationship to the 
producer price. I said ‘‘over a long period”. When you get into shorter terms, or 
shorter periods, the relationship between the value of the cuts changes due to 
certain circumstances. I explained that it has changed with respect to bacon, at 
the present time, in that if we were marketing a large number of hogs here we 
would probably be exporting bellies, and then the prices on our bellies would 
be the value of such bellies in the United States less the cost of getting them 
there. 

On the other hand, when there is a short supply of hogs, and due to the fact 
that we are heavy consumers of bacon, we are now importing substantial 
quantities of bellies. Therefore, the level of bellies at the present time is based 
in Canada on the United States price, plus the cost of getting them here, and 
that cost becomes quite substantial when you consider the 8 per cent exchange, 
or whatever it is at present. So I think I would phrase it in this way, that 
during short term periods there will be relationships between the prices of hogs 
to the farmer and certain cuts for which there does not seem to be any ready 
explanation. 


Co-Chairman Mr. BAsrorD: What do you mean by “short”; how short is 
short? 

Mr. BENNETT: Let us say a month to two months. 

Mr. SALTSMAN: Is the price governed by what the consumer is able to pay 
for the product rather than on the basic price of the animal? 


Mr. BENNETT: Hogs represent a whole variety of products, and consumer 
preferences change, consumer demand can change, and certainly the price of 
any particular product is based on the supply or availability of that particular 
cut and what the consumer will pay for it. 

Mr. SALTSMAN: What the traffic will bear? 

Mr. BENNETT: I did not say that. 


Co-Chairman Senator CROLL: No, he did not quite say that. Mr. Bennett, let 
me give the feeling of the committee, as I understand it. Mr. Williams, you 
promised us some answers today to Mr. Olsen’s question. 


Mr. WILLIAMS: I said we would do our best to get that information. 
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Co-Chairman Senator CROLL: We will call you back shortly. If you look at 
the record, on the first day of the evidence, you also said there was some other 
information available. 

Mr. WILLIAMS: That is correct; that is being prepared. 

Co-Chairman Senator CROLL: I think what the committee wants, is the case 
history of a pig. It is just as simple as that. We want to know the case history 
of a pig, all the way from the farmer, till it is put on a truck and taken to 
wherever it goes, and is processed and finally canned, and what each part is 
worth, and in the end what is being paid for it. That will give us an 
understanding of what happens to a pig—say six or ten of them. We would like 
you to obtain that information for us, and since you can do it better than we 
can, because we have not the facilities. I ask you to do that, Mr. Williams, as 
urgently as possible, and as soon as you are ready we will hear you on that. 


Mr. WILLIAMS: That will be done, sir. 


Mr. CAMERON: Mr. Bennett, if I may go from pigs to the cow barn, and 
discuss beef, may I ask you to compare your Table II, which gives the monthly 
average of choice steers in Toronto, and also your Chart “B” on per capita 
consumption. If you look at Table II, you will see that in the period from 1961 
to 1965 inclusive there was one peak price of $27.20 in 1962. If you refer to the 
chart you will see that in that period there was a slight decline in consumption 
—nothing very drastic. Then for the ensuing period in Table II the price 
remained fairly stable, and in that same period on the chart we see a steadily 
rising consumption. Would this not bear out the sort of question Mr. Saltsman 
was asking, that there is actually no correlation at all between the stock yard 
price and the price the consumer pays. Can one make that assumption? 

Mr. BENNETT: Obviously if you want to make that assumption that is your 
prerogative, but to answer in general I am quite certain that over any long 
period there is certainly a very direct relationship between the price the 
consumer pays and what the farmer gets. 

With respect to the fact that we had a steadily rising consumption, this does 
not seem to be tied to any specific price. If you go back to the year 1962, we 
assumed at that time that if we marketed—I do not remember the exact 
figure—but we will use 20,000, a week of Choice and Good combined we would 
be in position of exporting live slaughter cattle. In other words, our people were 
not prepared to consume 20,000 Choice and Good carcasses in a week at a price 
above the United States level. At the present time we are running over 27.00 a 
week and it is all being consumed in Canada, so there seems to be an increased 
demand here which does not have much relationship to price at all. 


Mr. CAMERON: Well, I would point out on the chart you presented to us that 
there was an increasing demand up to 1964 and then it levelled off. 


Mr. BENNETT: That is right. 


Mr. CAMERON: But the line on this chart does not correspond at any point 
with a chart that would be made of the monthly average price of choice steers. 

Mr. McCutTcHEon: May I make one observation, that there was competi- 
tion in that period, as I understand this chart, between beef and pork. You will 
notice that pork prices were high in 1962 and they levelled off during 1963 and 
1964, and I would suspect that that might have as much bearing as anything. 


Mr. BENNETT: Quite possibly. 
Mr. McCutTcHEON: You will notice that on Table VI. 


Co-Chairman Senator CRoLL: Gentlemen, are there any further questions 
at the moment? 


Mr. SALTSMAN: I have one short question. I would like to ask Mr. Bennett if 
he could tell the committee what happens with imported bacon. I am not 
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particularly experienced in the subject. Some shoppers told me that a while ago 
there was considerable Danish bacon available in Canada at very low prices, 
and this particular commodity seems to have disappeared in recent months. 
Would you comment on this, please? 

Mr. BENNETT: We went through a period this summer, starting in June 
1965, in which prices were very high on this continent, and during that same 
period there was not anything in the way of a rise in the same relationship on 
the continent of Europe. So I think all we could do was to assume that the price 
relationship between the levels in the two countries made it possible for 
Denmark to advantageously export canned bacon to this continent. Now, since 
our hog prices have gone down somewhat and strengthened in Europe, I would 
think it only natural to assume that this is not a profitable outlet. To my 
knowledge—and possibly our Assistant Deputy Minister could answer better—lI 
do not think there was any action taken whatsoever on the part of the Canadian 
Government to regulate or prohibit canned bacon from coming here. Is that 
right, Mr. Williams? 

Mr. WILLIAMS: I know of nothing. 


Mr. SALtsMAN: Is there a tariff on Danish bacon coming into Canada? I am 
talking about finished products. 

Mr. WILLIAMS: Yes, the same tariff is applied to all pork products. That is, 
the most-favoured-nation rate applies. 

Mr. BENNETT: It is not quoted in the documentation. We can get it for you. 

Mr. J. J. UriE, Q.C.: In response to a question by Co-Chairman Mr. Basford, 
Mr. Bennett, you gave your predictions based on United States predictions, for 
prices of hogs in the next few months. Could you do the same for steers, based 
on your table II and the United States predictions. 

Mr. BENNETT: Any general outlook for prices of cattle—I am talking about 
the price of cattle to the producer—is very optimistic. The cattlemen reduced 
cow numbers recently, and every piece of beef has to start out as a cow and calf 
on grass. In other words, you have to have a breeding female, and a calf on 
grass in order to get a feeder animal to fatten in the feedlot. 

We have reduced our cow numbers. This means that the number of cattle 
available to go into feed lots is down. This means less beef and in a general way 
higher prices. The industry can not make any rapid adjustments, because if 
they kept every heifer calf in North America this year, and bred her when she 
is a year and a half or two years old, by the time a calf is produced and is ready 
to go into the feed lot, it will be about 1970 before any carcass beef out of this 
combination can be available for sale. So we are now entering an era in which 
there will be less beef per capita on this continent between now and 1970 than 
there has been in the immediate past, and we are certainly going into an era of 
higher prices. 


Mr. URIE: So these monthly figures, September $27.24, are likely to be 
substantially increased? 


Mr. BENNETT: Not necessarily substantially increased, because we have 
already had quite an increase, as you can see there. 


Mr. URIE: Yes. 


Mr. BENNETT: The United States people, particularly the trade, think they 
are entering into an era, give or take a little, of $28 to $30 steers at Omaha. As 
shown in the evidence given here this morning, then the worst that can happen 
to Canadian prices is $28 to $30 at Toronto. If our supply is small enough that 
we do not have to have to export slaughter cattle and we are partially on an 
import basis, then this should mean higher prices. | 
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I think the main thing is that, so far as the price of finished cattle is 
concerned, from the producers’ standpoint, there is an optimistic outlook. 


Senator CARTER: Does your department, out of its experience over the 
years, have any information as to the impact of meat substitutes? For example, 
is there a price level somewhere, where people will stop buying ham or beef 
and increase their purchases of poultry, fish, or some other product? 


Mr. Witiiams: I would like to answer in a general way by saying that, 
over the long term, the tendency has been for all to increase. In the short term, 
there is some substitutability. If beef prices get high and hog prices relatively 
low, there is some switch in consumption; but over the long term beef has 
continued to increase, poultry has continued to increase, the other substitute, 
cheese, has continued to increase. I am talking about per capita consumption, 
not about the total disappearance. 


Senator CarRTER: When you are collecting this information which Mr. Olson 
and others asked for, I wonder if we could have a ratio between retail price and 
producer price, for the period 1961 to 1966, covering the same period in these 
charts No. II? 


Co-Chairman Senator CROLL: We will be getting that from the D.B.S. Dr. 
James is arranging to get that. 

Mr. BENNETT: Just to add to the information in reply to the last question, 
prices have varied very considerably in cattle from 1963 to date; and prices of 
competing products—that is, poultry, pork, et cetera—have also varied. It might 
be of interest to see how uniform the consumption has been in terms of cattle, 


in total of choice and good carcasses. Here are the figures for the four quarters 
in 1963: 


20,663 
22,425 
21,290 
21,844 
For 1964 the figures were: 
23,862 
25,001 
26,254 
24,217 
For 1965 the figures: 
26,384 
25,676 
27,280 
24,418 
For 1966, to date, the figures are: 
2O,200 
27,364 
28,542 


It has varied very little. During the period in which cattle prices have 
varied somewhat, hog prices have varied drastically and, as Mr. Davey pointed 
out the other day, poultry products have also varied in price. 


Mr. RYAN: Mr. Bennett, why has there been no consideration of the lamb 
and mutton situation in Canada and in the United States? Personally, there is 
nothing I like better than a good Canadian lamb chop. 


Co-Chairman Mr. Basrorp: In fairness to the witness, I would say that this 
point was raised by myself and my co-chairman, and it was concluded that 
lamb and mutton were not that important a component of the market to be 
dealt with this morning. Perhaps Mr. Bennett can give you some brief informa- 
tion on that, but the sale of lamb and mutton is not that great. 
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Mr. Ryan: Along the line that Senator Carter was referring to, is there any 
hope for it? 

Mr. BENNETT: Last year we consumed 2.8 pounds of mutton and lamb 
combined. Not over 50 per cent of that would be lamb; the balance would be 
mutton brought in for processing. Out of our total meat consumption of 146 
pounds we eat about 14 pounds of lamb. That is why I took the liberty the 
other day of suggesting to the chairmen that we do not introduce this subject in 
view of the overpowering dominance of the other two. 


Mr. Ryan: Is there such little hope for increased production of mutton and 
lamb in Canada? 

Mr. BENNETT: The problem is that in Eastern Canada the use of grass for 
dairying is more attractive than it is for sheep, and in Western Canada the 
utilization of the grass for beef appears much more attractive to the farmer 
than for sheep. 


Co-Chairman Mr. Basrorp: Mr. Bennett, you discussed earlier the concept 
of the North American market, and I am very curious because of some additions 
I have made on Table V to know something further of hog marketings. The 
total on the North American basis for 1961 amounts to 72 million carcasses and 
in 1965 to 70 million carcasses, which is a reduction. At the same time our 
population has gone up in both the United States and Canada, and, presumably, 
or at least most witnesses would agree, I think, people have more money to 
spend in the consumer market and are generally living “higher off the hog” as 
some people say. Surely this decreased North American production has had a 
very marked effect on prices? 

Mr. BENNETT: Well, I think, Mr. Chairman, that that was brought out in 
several different answers. The sharp increase in price was due primarily to the 
reduction in numbers, and the reduction in numbers has been brought about 
primarily because in the fall of 1963 and through 1964 the hog farmer, as a 
group in North America, did not find hogs profitable, and he cut down on 
numbers. With respect to what has happened to consumption, we can only 
assume that the consumer, over the past few years, has had a decided 
preference for beef and poultry as against pork. 


Co-Chairman Mr. Basrorp: But here we see over a five-year period a 
decreasing North American production for an increasing population. Surely our 
problem then is to increase hog production. 

Mr. BENNETT: Hog production would automatically be increased, if the 
consumer was prepared to consume larger quantities of pork at a price level 
that the farmer would consider profitable. 

Mr. McCutcHeEon: It is that simple. 


Co-Chairman Mr. Basrorp: But here we have the highest retail prices for 
hog products, or pork products, than we have had for a long time. Surely, then, 
this should be reflected in hog prices and production levels. 

Mr. BENNETT: As far as production is concerned, the man that decides that 
is the producer, and he bases his decision on what he is receiving for hogs at the 
present time, on the predicted price to him for hogs, and on the price of feed 
grains. 

Co-Chairman Mr. BASForD: I see. 


Senator McDONALD: Could I ask one question? In other words he pays little 
or no attention to what pork is selling for over the counter? 

Mr. BENNETT: Other than, I suppose, if I might be a bit facetious, that what 
he hears from his wife the same sad tales that other people hear. 

Co-Chairman Senator CROLL: It seems to me that he has no bargaining 
strength, then. You say his wife told him, “I had to pay $1.20 for bacon.” And 
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he says to himself, “I get only 25 cents.” There is an awful spread there. Are 
there no agencies for the purpose of collective bargaining? 

Mr. WILLIAMS: I think, sir, that I tried to point out in my presentation 
earlier this week that, in general, the farmer does not have bargaining power. 
He simply delivers his product. 

The exceptions are where marketing boards have been established and 
where they control a relatively discreet section of the production. Tobacco is an 
excellent example of that, where there is bargaining power. They have a 
marketing board which does have bargaining power because it controls essen- 
tially all the flue-cured tobacco grown in Canada. But, in general, marketing 
boards are negotiating boards which negotiate prices on behalf of the farmer. 

However, where you have a relatively compact industry, and I can cite 
other examples—say, soft fruits from southwestern Ontario—the marketing 
board is able to negotiate prices for their commodities. I think you will ap- 
preciate that the question of fruits and vegetables will be dealt with at a later 
meeting. 

Co-Chairman Mr. Basrorp: Has the Ontario Hog Marketing Board had any 
effect on prices? 

Mr. BENNETT: The Ontario Hog Marketing Board has handled all the hogs 
now for several years. If you accept the statements made by the officials of that 
organization, they have had a marked effect. If you listen to some of the 
comments made by the people who do not view the marketing board with great 
enthusiasm, you assume that they have reached a different conclusion. I would 
not be in a position to know whether it has had any definite effect. 


Mr. WILLIAMS: I think the problem here is that, while they control hogs 
produced in Ontario, they do not control hogs produced anywhere else in 
Canada or in the United States. 

Senator McDonarp: If I may interrupt, what percentage of the total 
Canadian hog production is produced in Ontario? 

Mr. BENNETT: About 40 per cent. 

Senator McDona.p: And they handle all of those hogs? 

Mr. BENNETT: They handle all of them. 

Senator McDona.Lp: Do provinces other than Ontario have boards? 

Mr. BENNETT: Manitoba has a board on a voluntary basis, whereas in 
Ontario it is mandatory for the farmer to sell to the board. In Manitoba 
the board will handle about 70 per cent. There are no boards in the provinces 
west of that. There are none in Quebec. There is a board in Nova Scotia and 
there is one in New Brunswick, but the hogs are very small. I have just one 
more comment in respect of that— 

Mr. WILLIAMS: Excuse me, but Senator McDonald did not quite hear the 
end of that answer. There is a board in New Brunswick and one in Nova 
Scotia, and they have a joint selling agency. They have named the same 
agency as their joint selling agency. 

Senator McDonatp: Are they both compulsory? 

Mr. BENNETT: We understand they are compulsory in those two provinces. 

Senator McDoNALD: Would it be true to say that 50 per cent of the total is 
marketed through the marketing board? 

Mr. BENNETT: I do not have available here the exact percentage it would 
be somewhere around 45 to 46 per cent. We can get that for you. 


Co-Chairman Senator Croutu: No, we do not need that figure. 


Mr. BENNETT: May I add one other comment. There is a limit to which 
bargaining power can produce results in Canada because of the fact that pork 
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products are available in large quantities in the United States and can be 
brought in. Therefore, you can only push Canadian prices to a certain level, 
regardless of what agency or bargaining power you have at any particular time. 

Mr. Urte: The proof of the pudding can be seen in Table VII, where it 
shows a total of 36 million pounds for imports from the U.S. and other 
countries. 

Co-Chairman Senator CROLL: What did we export? 

Mr. URIE: We exported 56 million pounds. 

Mr. WitulaMs: In general, we export high-price cuts and in general we 
import low-price cuts. The dollar value would show a greater disparity than the 
figures. 

Co-Chairman Senator CROLL: Do you have anything else to ask, Mr. 
Basford? 

Co-Chairman Mr. BAsrorp: No, that is fine. 

Senator McDoNALD: I have just one more question. 

Co-Chairman Senator CROLL: There is one more question. All right. 

Senator McDonaLp: In an efficient hog operation today, how many pounds 
of barley, for the sake of argument, does it take to produce a pound of pork? 

Mr. BENNETT: In some of the efficient operations now it is down under three 
pounds. Let us put it another way, an efficient hog operator tries to make as his 
goal that including the feed which goes into the sow and the boar it will take 
not over 900 pounds to produce a pig to market weight. 

Senator MCDoNaLD: How much would it have taken 10 years ago? 

Mr. BENNETT: I think all I can say is that it would have taken more. I do 
not know exactly what the reduction has been. 

Mr. WILLIAMS: We can produce records in respect of our Record of 
Performance Test stations for swine where we have complete feed records back 
over the years, and we can give you averages of what it costs to feed a hog from 
weaning weight to market weight. 

Senator McDonatp: Is it true to say that because of the better breeds of 
hogs that are available today and their ability to convert food to meat, the 
better housing conditions, less labour involved, the farmer is able to produce a 
pound of pork much more efficiently today, and if it had not been for all these 
improvements pork prices in Canada would be much higher? 

Mr. WrttiamMs: I would agree wholeheartedly, if you would add to that 
“feed.” That is to say, our rations have improved and our knowledge of hog 
nutrition over the years has improved as well. 

Senator McDoNALD: Who has been responsible for this general improve- 
ment? 

Mr. WILLIAMS: I think if we had— 

Co-Chairman Mr. Basrorp: Former Ministers of Agriculture! 

Co-Chairman Senator CRouL: I think perhaps we will leave it at that. 

Mr. McCutcHeon: Just before you close this section, you asked for the 
history of the hog, right up. I would just like to comment now that this is an 
admirable time, and I hope you get right on with this because with the Grey 
Cup coming up it would be nice if you could arrange for that pigskin in your 
calculations. 

Co-Chairman Senator CROLL: I have asked Mr. Williams to do two things. I 


have asked him to give us the anatomy of a pig and also the anatomy of a cow 
so that we will have the picture. 
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Mr. Bennett, I want to thank you on behalf of the committee for coming. 
The questions have been rather sharp at times, but that is because we thought 
you had the answers. We paid you the compliment that you knew your job 
fairly well. Thank you very much. 

We have now Mr. Phillips. He is going to talk to us about tobacco. He will 
not be long. 

I would like to mention that we have a very important meeting this 
afternoon at 2.30 with the Meat Packers’ Council of Canada. I am very anxious 
to make sure you are here on time. 


Mr. McCutTcuHeEon: In this same room? 


Co-Chairman Senator CROLL: Yes, we will be here until the next meeting, 
when we move to room 356-S. 


Mr. C. R. Phillips, Director-General, Production and Marketing Branch, De- 
partment of Agriculture: Mr. Chairman, I am going to give you a few figures 
on the tobacco situation in Canada. The paper that has been given to you is a 
very brief write-up and has two tables. (See Appendix 5 ). 

Table 1 gives you acreage, production, imports, exports and prices of leaf 
tobacco in Canada. The second table gives you an indication of the quantity of 
redried leaf tobacco taken for manufacture quarterly and annually in millions 
of pounds, both flue-cured and all types. If you follow those tables as I go 
through the written material you will get an idea of the change in prices, the 
change in usage of tobacco. 

Prices. The average price that tobacco buyers have paid for all types of 
green tobacco in recent years has varied from 45.08 cents per pound in 1963 to 
62.88 cents per pound in 1965. Flue-cured tobacco, the predominant type, 
ranged from 45.94 in 1963 to 64.58 cents per pound in 1965. The 1965 prices 
were higher than in any previous year. 

Supplies. Stocks of flue-cured tobacco as of September 30, 1966, are 
estimated to be 133 million pounds, redried weight. This is the lowest level of 
Stocks since 1957 and reflects decreased production in 1964 and 1965, together 
with an increased domestic use. Domestic use of aged, redried flue-cured 
tobacco has risen from 109.2 million pounds in 1960 to an estimated 128 million 
pounds in 1966. Present stocks represent 12.5 months’ domestic supply at 
current usage rate. 

Imports of tobacco have been between two and four million pounds. Most 
of the imported tobacco is used in cigar manufacture, with small quantities 
being used for cigarette manufacture. 

The exports of tobacco consist primarily of the flue-cured type, with the 
United Kingdom being the largest buyer. The amount of tobacco exported in 
recent years has depended on the supplies available. 

Current tobacco crop is considerably higher in 1966 due to an increased 
acreage of flue-cured tobacco in Ontario. The flue-cured crop is estimated at 203 
million pounds. This will meet domestic requirements but will not meet all of 
the export potential nor allow stocks to be rebuilt to a normal 16-month supply. 

In Table 1 you have the figures for production, acreage, yield and for 
imports and exports, as I indicated. Flue-cured tobacco is the main type most 
of which is grown in Ontario. The figure for flue-cured of 203 million, I believe 
that about 95 per cent of that would be produced in Ontario. 

Exports in the last two years have been at the highest level, and I 
understand that there has been an arrangement made with U.K buyers this year 
whereby they require about 50 million, which is higher than we have exported 
in the past. : 


Co-Chairman Senator CRoLL: Compared to what? 


Mr. PHILLIPS: That is over here (indicating), 48 million and 38 million. 
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Co-Chairman Senator CROLL: You said the U.K. would want 50 million? 

Mr. PHILLIPS: Yes, and the bulk of the exports are to the U.K. 

Co-Chairman Senator CROLL: That is because of Rhodesia? 

Mr. PHILLIPS: Yes, because of the Rhodesian situation. 

That is all I have in a formal way, Mr. Chairman. If I might make one 
other comment, as indicated on Table 2, the matter of green weight and redried 
weight, the conversion factors are at the bottom. Flue-cured tobacco and redried 
has 90 per cent of the weight of green tobacco. 

Co-Chairman Senator CROLL: Has there been any recent increase in the 
price of cigarettes? I do not smoke cigarettes. 

Mr. McCuTcHEOon: Three this year. 

Co-Chairman Senator CROLL: You take him for examination then. 

Mr. McCutTcHEON: Early this year cigarettes were—I have forgotten the 
price, but they advanced two cents. This was prior to the imposition of the 
increased sales tax in the Province of Ontario. They advanced them again, and 
have advanced since again. 

Co-Chairman Senator CROLL: Is that correct, Mr. Phillips? 

Mr. Puriuuips: I believe this is correct, yes. I do know that the provincial 
sales tax was changed this year. As a matter of fact, it was changed twice in the 
year, they changed the method of application of the tax. 

In one case they raised it, and in another case they cut it in half. I do know 
too from purchasing cigarettes that they have gone up twice in this year. I can 
tell you that the price to the grower is about 10.3 per cent of the retail price. 

Co-Chairman Senator CROLL: The price to the producer is 10.3 per cent of 
the sale price to the consumer? 

Mr. PHILLIPS: That is right. 

Co-Chairman Senator CROLL: So there is 90 per cent in there some 
place—or almost? 

Mr. PHILLIPS: That is right. 

Mr. McCutTcHEon: In other words, the increase to the producer of this 
particular commodity would be infinitesimal? It would not necessarily be 
reflected in the retail price? 

Mr. PHILLIPS: In terms of ian increased price to the grower? 

Mr. McCuTcHEON: Yes, when it is only 10 per cent of the ultimate sale 
price of the product. 

Mr. URIE: But the grower’s price has increased by $5— 

Co-Chairman Senator CROLL: I look at Table 1 and see that the farm price, 
green weight—this is the grower’s price? 

Mr. PHILLIPS: That is the grower’s price for tobacco, green weight, and to 
get the re-dried weight the manufacturer has to subtract a tenth. In other 
words, the re-dried weight is 90 per cent of the green weight. There is a further 
weight loss by the manufacturer. If you wish to get into detail, the number of 
cigarettes that can be manufactured from one pound of green tobacco is 310. 
The retail price of 310 cigarettes, including the tax, is about $6.32. 


Mr. McCutTcHEON: That includes the tax, Mr. Phillips? 


Mr. PHILLIPS: Yes, that includes the tax. The federal excise tax on 310 
cigarettes is $1.55. There is an 11 per cent federal sales tax which is applied—it 
does not mushroom; it is applied only on the manufacturer’s price, and it 
amounts to about 20 cents. The provincial tax at January 1, 1966 was one-twen- 
tieth of a cent per cigarette, and that was changed on April 1 to one-tenth of a 
cent per cigarette. 


CONSUMER CREDIT 239 


Co-Chairman Senator CROLL: That makes 31 cents. 


Mr. PHILLIPS: Yes, in that case, so the total taxes on that amount of $6.32 
would be $2.06, and that is about 32.6 per cent of the retail price. 


Co-Chairman Senator CrRoLL: And a pound of tobacco costs what? 


Mr. PHILLIPS: A pound of tobacco, green weight, would cost on the average 
about 64% cents. I am referring to flue cured tobacco, which is the type used 
in cigarette manufacturing. 


Co-Chairman Senator CROLL: So 64 cents is the cost, and he gets out of it 
$4.26; is that right? 

Mr. PHILLIPS: I was going to go on here. 

Co-Chairman Senator CROLL: Go ahead. 


Mr. PHILLIPS: I have given you now the total taxes, which amount to $2.06 
or about 32.6 per cent. The manufacturer’s price varies somewhat. I understand 
it is about $5.80 per thousand, which would be $1.80 for the 310 cigarettes, and 
that comes to $3.86. I have no information on the spread between the $3.86 and 
the $6.32, but we can assume that it is caused by processing costs, the margin 
for the processor, and the retail mark-up. 


Co-Chairman Senator CROLL: Mr. Phillips, I appreciate that you have no 
information on it at all, but you are a normal man who has curiosity. Did you 
not ever ask the question: How much do you get? And have you not received 
some answers? You are not a sworn witness, so give us the best of your 
recollection for our guidance. 


Mr. PHILLIPS: A recollection of how I think? 


Co-Chairman Senator CROLL: Yes. You are the expert. Just tell us what 
you think of it. You are advising friends here. 


Mr. PHILLIPS: If you want me to expose myself on cigarettes I will tell you 
what I think, and that is that I am a damned fool for smoking them. Because 
of that I am less interested in what the costs are between here and there. It is 
just foolishness to smoke. 

Now, to be serious, in this tobacco area we have no responsibility whatso- 
ever in terms of legislation or programs, or even in respect of the grading and 
inspection of tobacco. In Ontario flue cured tobacco is sold by the Ontario Farm 
Products Marketing Board, and there is a Flue Cured Tobacco Growers’ 
Marketing Board. They auction tobacco at three auction warehouses, but in the 
last two years it has been sold at auction without any rider as to minimum 
price, and so on. 

You will be interested to know, as was indicated by Mr. Williams, that this 
board has complete control over the flue cured tobacco produced in Ontario. It 
allocates acreages, and keeps a check on the production of tobacco. Pretty well 
all cigarettes manufactured in Canada are made completely of Canadian 
tobacco. There are differences where a little bit of Turkish tobacco is brought in 
to be used in blends. 

At one time we did inspect grades of tobacco on behalf of Ontario when 
this operation first started, but three years ago they took it over themselves. So, 
we have not had any responsibility since then, except to keep a record in terms 
of what the producer is receiving. We have no information on costs of 
manufacture of cigarettes, and I have not thought of them, Mr. Chairman, in 
terms of sufficient interest, to determine what those costs are. 

Co-Chairman Senator CROLL: I do not take an outside view, but I am a little 
disturbed when I see an announcement by one of the largest firms in Canada to 
the effect that its profits have jumped 29 per cent this year, and to see them 
doing a little boasting about that fact. The price has gone up, as Mr. McCutcheon 
has pointed out, in the course of a year, and that is a matter of concern to us. 
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Mr. McCurcHeon: Mr. Phillips, I do not want to get into a long list of 
figures, but 310 cigarettes— 

Mr. PuILurps: That is approximate, now. 

Mr. McCutTcHEON: Yes, that is right—are manufactured from one pound of 
flue cured tobacco on a dry basis, on which the processor gets 64.2 cents, or 
65 cents. That is on a re-dried basis? 

Mr. WILuIAMs: No, he is paid on the green weight. 

Mr. McCutTcHEon: I am talking about the manufacturer now. 

Mr. PHILLIPS: Yes. 

Mr. McCurcHEeon: This is why I am asking this again, because I am not 
sure that I have these figures down correctly. The re-dried weight is 90 per cent 
of the green weight? 

Mr. PHILLIPS: Yes. 

Mr. McCurcHeon: So the price that you have here for flue cured tobacco is 
64.5 cents? 

Mr. Putuurps: Yes, and the re-dried is in the 70-cent range. 

Mr. McCurcuHeon: This is the point. So, it is 70 cents? 

Mr. PuILurps: Yes, it is divided by 9, and it comes out to 70 cents. 

Mr. McCutcHeon: This retails at $6.32, of which $2.06 is federal and 
provincial tax? 

Mr. PHILLIPS: Yes. 

Mr. McCutTcHEON: Which means that a 70-cent article in the hands of the 
manufacturer sells for $4.26 when it reaches the retailer’s shelf? It is multiplied 
six times in the process. Doesn’t this look pretty big? 

Co-Chairman Senator CROLL: Your arithmetic is perfect, Mr. McCutcheon. 

Senator McDONALD: So is your deduction. 

Mr. McCutcHEoN: Thank you, I did not expect to have commendation from 
that quarter. 

Mr. Puruutres: By way of comment, I guess that is because of my reaction as 
expressed here, that is, that is one reason the taxes are three times what the 
farmer is getting. In other words, it is a luxury item and not considered a 
necessity, and we have these taxes of $2.06. 

Mr. McCutcHeon: This industry which is at the producing level now, had a 
tough time a couple of years ago, as I recall, but apparently production is pretty 
heavy at the moment. As Mr. Williams pointed out, they have a closed shop 
arrangement on production, so the producers are doing fairly well. However, I 
think the manufacturers are doing considerably better in this particular in- 
stance. Are we going to have some of them before us, Mr. Chairman? 

Co-Chairman Senator CROLL: Well, you are on the steering committee, and 
you probably know. However, this is historical. The conclusion you reached will 
have the tobacco companies clamouring to be heard about something or another, 
and so we will hear them. . 

Are there any further questions on this? You have a witness here who is an 
expert and able to provide the answers. . 

Mr. Ryan: I would like to ask the witness what the factors were that 
brought about the big reduction in 1964 and 1965. Look at Table I on flue cured, 
particularly. 

Mr. PHILLIPS: Do you want to know the factors that brought about the 
reduced production? 

Mr. RYAN: Yes, in 1964 and 1965. 


Mr. PHILLIPS: And you are referring to the reduced production? 
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Mr. Ryan: The reduced acreage. 


Mr. PHILLIPS: If you are talking about acreage, the reduction in acreage 
was entirely the result of the action of the Flue-Cured Tobacco Marketing 
Board. They took the decision to reduce the acreage in terms of price. They 
thought they would get a higher price for their production. 

Co-Chairman Senator CROLL: In 1966 it suddenly jumped from 93,000 to 
123,000 acres. Did they change their mind? 


Mr. PHiLuips: They changed their mind because the price had gone up. 
They knew there was an increased opportunity for selling stocks. It is normal to 
hold a supply of about 16 months in stock, so they increased the acreage. This 
year they increased the acreage. It was a combination of those two things, plus 
the fact that they had an undertaking from buyers in the United Kingdom to 
take 50 million lbs. because of the Rhodesian situation. 


Senator CARTER: To follow that up, what is the marketing board competing 
against, what are the competitive factors that will keep them at a certain level? 
They were able to increase the price from 45 to 62 per pound. Why didn’t they 
go up to 72? There must have been some factor. 


Mr. PHILLIPS: The factors are these: Providing they are only interested in 
producing enough tobacco to supply the domestic market, they can set their 
acreage at a level. What they are interested in is supplying that market, plus 
exports. Therefore, the world price affects the price they can get on that export; 
but they have a closed shop in terms of Canada because of tariff barriers—the 
level of tariff, but they do want to export. Now, with the Rhodesian situation 
there is that opportunity to increase their exports into the United Kingdom, and 
this is the problem of the board to determine whether to get a higher price on a 
smaller volume or just what action to take. 


Mr. McCutTcHEON: Would it not be fair to say that we had originally lost a 
large share of that market to Rhodesia? 


Mr. PHILLIPS: Going back historically, this could well be. Certainly 
Rhodesia in recent years has increased its production tremendously, and is 
selling a large volume in the United Kingdom. As a matter of fact, there were 
arrangements between buyers in the United Kingdom and the Rhodesian 
growers board. 


Senator CarTER: Is there a very heavy protective tariff? 


Mr. PHILLIPS: The British preferential tariff is 20 cents per pound on 
cigarette type tobacco, unstemmed and burley: stemmed is 30 cents per pound. 
Most Favoured Nation is similar, that is, for Canada’s imports. By special 
arrangement with New Zealand and South Africa those tobaccos can come in 
free, but there is very little produced there and coming in to this country. 

The United States duty on stemmed tobacco is 50 cents, compared with 30 
cents in Canada; and the United Kingdom tariff, that is, British preferential 
tariff, is $10.40 per pound, but this includes excise. This is tariff here in Canada, 
distinct from Canada’s excise tax. 


Co-Chairman Senator CROLL: Mr. Joyal? 


Mr. JoYyAL: I am wondering if you have the record of the price index or the 
price to the producer of tobacco in years prior to 1961. We have been using, as 
you know, a lot of indices based on 1949. 


Mr. PHILLIPS: I have not that with me, but I can obtain it for you. 


Mr. Joyau: The same question I should have asked Mr. Bennett earlier. 
Perhaps Mr. Williams will take note. In the case of hog and beef prices, most of 
the figures provided to the committee this morning deal with price averages 
since 1961, and I was wondering if tables could be provided for the indices 
dating back from the base year 1949. 
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Mr. Wr1LuiAMs: I don’t think there would be any difficulty in obtaining that. 
Are you speaking of producer prices? 

Mr. JOYAL: Yes, strictly. 

Co-Chairman Senator CROLL: Anything further? 

Mr. UrtE: You may have answered this, Mr. Phillips, and I may have 
missed it. You gave the manufacturers price at approximately $1.80, that is, to 
whomever purchases from him 310 cigarettes. . 

Mr. PHILLIPS: Yes. 

Mr. Urte: The ultimate price to the consumer is $6.32, leaving a difference 
of $4.52, which according to my mathematics is something well over 100 per cent. 
The mark-up is going to someone, or some persons, corporations, etc., between 
the time it leaves the manufacturer and reaches the consumer. Have you, from 
your knowledge, any indication of the number of hands through which the 
manufactured goods pass before reaching the ultimate consumer? 

Mr. Puruurrs: I have not precise knowledge, but they pass from manufac- 
turers to jobbers or wholesalers before going to retailers. 

Mr. UrtE: To your knowledge, do any of the manufacturers deal directly, 
sell directly, to the retailers? 

Mr. PuIuuips: I do not have that information. 

Mr. Joyat: Have you any information as to packaging costs of the 
manufacturer? 

Mr. Puruurrs: Neither have I any information on that. I want you to 
understand that this is information, that I gave you here in later testimony, that 
we picked up, trying to be helpful. They are not precise figures, except as they 
relate to taxes. 

Mr. Ur1E: Do you know if the $1.80 at which the manufacturer sells 310 
cigarettes includes the packaging, or is that in bulk? 

Mr. Puruuies: I would take it that it includes packaging. This price was 
given me by the excise men, as approximately the price that they sell cigarettes 
at, and I picked it up within the Government service. 

Mr. Uris: That is where the 11 per cent comes in? 

Mr. PHILLIPS: Yes. 

Senator CARTER: As a matter of interest, since we have an expert before us, 
in regard to the warning to the consumer of tobacco, what is the impact of these 
anti smoking announcements? 

Mr. PHILLIPS: I can give you that precisely here from another table. The 
way this is measured is that cigarettes are taken as tax paid withdrawals. In 
1961 the figure was 36.7 billion pieces. By the end of 1965 it had progressed, 
initially slowly, upwards and had reached 43.0 billion pieces. So it does not 
seem to have had much effect in the long run in stopping those of us who 
smoke, from smoking. 

Co-Chairman Senator CROLL: Of course we are really talking out of both 
sides of our mouth. We can use that money: if they kill themselves, that is up to 
them, though we would not like them to do that. 

Mr. Urie: Mr. Phillips, if one pound produces 310 cigarettes, for the 
purpose of enlightening the consumer ultimately on this matter, could you 
prepare a breakdown figure, based on a carton of cigarettes, which is the usual 
200 cigarettes? 

Co-Chairman Senator CROLL: What are you getting at? 

Mr. UrRIE: The relative figures in terms of price per carton would be more 
readily understood by the public, in terms of 20 or 25, or a carton of 200. Most 
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people buy them in cartons and we could calculate the figures precisely as to 
what the manufacturer passes on, on a unit of 200 cigarettes. Would that be 
possible? 


Mr. PHILLIPS: That is why I gave percentages. No matter what the size of 
the package, it is 12.3 per cent. 


Mr. WILLIAMs: It is a question of dividing by 20 thirty-firsts. 


Co-Chairman Senator CrotLt: Mr. McCutcheon put his finger on it for the 
committee and got the picture on the record. He emphasized it and spoke for all 
of us, and understood what was happening. 


Senator O’LEaRY (Antigonish-Guysborough): This is important from the 
point of view of consumer education. Last week, I purchased cartons of 
cigarettes at $3.79, $3.55 and $3.49. This represented a 30 cents spread in one 
instance and a 20 cents spread in another. This price would be correct at about 
45 cents less, or 45.87, so there is some consumer education here. There is a 
saving to be effected, depending on where you buy them. 

Mr. PHILLIPS: This was based on the per pack price. 

Mr. JOYAL: Not on what one would pay in a night club. 


Mr. PHILLIPS: What you pay over the counter in a cigarette store, not on 
what you pay per carton nor on what you pay in a supermarket as a loss leader. 


Co-Chairman Senator CrRouL: I cannot see that the education is having 
much effect if the consumption increased from 36.7 in 1961 to 43.0 in 1965, those 
figures representing billion pieces. We are shouting as to how poisonous this is, 
but we have not got it on the package. I notice that the Americans indicate on 
the package that the cigarette is not good for you, yet their figures have grown 
at about the same rate? 

Mr. PHILLIPS: I would have thought so. 


Senator O’LEARY (Antigonish-Guysborough): The notice says that they 
may be injurious. 

Co-Chairman Senator CROLL: Gentlemen, we have had the evidence and 
you have had your opportunity of questioning Mr. Phillips. Thank you very 
much, Mr. Phillips, for coming and presenting to us the information that is 
available. We appreciate it very much and it is helpful to us. You have 
presented the problem in such a way that we can fully understand it. Thank 
you. 

Mr. PHILLIPS: Thank you, sir. 

Co-Chairman Senator CROLL: This meeting is being adjourned at this time 
and we will notify you as to the next meeting. In any event, if there is no 
meeting this afternoon we will meet on Tuesday next. 


The committee adjourned. 
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APPENDIX “4” 
TABLE I 


CATTLE MARKETINGS 


Weekly Average Inspected Slaughterings 


Canada 1961 1962 1963 1964 1965 1966 
No. of head 

BIE.» lt ae eke cue Ae aria 37,940 37, 804 39, 554 44,588 52,688 55, 674 
Heb ruahy ao. = cere eee hes eee 35, 412 36,785 39, 689 42,930 47,444 49,974 
Marc lin W sac |: Peeeeweaes tee 33, 703 Dil 38, 582 39, 623 45,904 50,467 
Aor! £90. p20 ogee Pee es Ieee 38,213 36, 062 38, 210 42,264 45,210 48, 957 
Many nin otek aes ieee: SaeenG By eree 38,216 40, 966 42,643 48, 228 51,428 
al Rr b ase aa sep tates Fn A ae 40,539 38, 861 40,192 45,817 49,683 50,871 
SULLY eee ee a tee ee ee 42,305 39, 536 39, 224 44,349 Do;,.Lo6 50,701 
WA TISSUE et ae a eased 42,236 40,790 40,719 48 ,123 54,995 50,001 
Sentemberavacteee core sete 43,870 41,026 44,179 51,091 59,180 51,945 
Octobersenet eee 43,690 41,890 42,889 50,911 61, 332 
INOVeEIlDeCTae i ae ae re 43 , 623 45,106 48,194 53, 288 64,465 
PDICCEIN DCI ees dite cr 33, 631 35, 647 38, 832 52, 644 50,129 

ASN ES cE ee 39, 259 39, 002 40,897 46, 580 52,585 

Total Slaughter........ 2,041,473 2,028,159 2,126,716 2,422,260 2,734, 514 


Weekly Average Inspected Slaughterings 


1961 1962 1963 1964 1965 1966 


U.S.A 
- 000 - 

ACR EAD oe | a a a oe ee 408.0 445.2 448.8 503.2 541.5 576.2 
EDCEAE NT 5 ete fours Cohen 4 358.8 366.8 389.8 427.5 479.8 509.2 
March: see Tee) eae 325.4 329.8 338.8 375.4 445.2 446.4 
J \s i} Gb Nhe kpc a a peat alaetar eale  ati 87525 380.5 431.8 HLT -2 505.2 525.8 
Nicer. FPO US, ABST LS 438.5 441.5 468.8 517.5 510.8 562.2 
ARIS, os Dee a ae Sec ae 357.0 359.6 350.4 441.4 443.8 479.4 
ify Sia ee | ae 2 a ce Ra 407.0 441.2 459.5 540.5. . 559.5 559.0 
NCESTC |) ae 5 eee eee ee 450.8 467.5 475.0 531.2 584.2 624.2 
WOICeMI Gis cto en aides ech 342.4 330.8 365.8 439.8 481.2 482.4 
October eevee ee eee oe 454.2 474.5 523.0 589.3 597.5 
INOnMehoMOlsie. Sou ae cau ceoemanoda: 420.8 421.5 448 .2 527.8 583.5 
Mecembereitast wiiecaice ne Owe ok 317.8 312.4 361.6 450.8 462.8 

IVIGHTIS tte Khe eter 384.0 391.1 416.6 483.3 511.8 

Total Slaughter........ 19, 968.0 20, 339.0 21,662.0 25, 133-0 26.614.0 


a 
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TABLE II 


PRICES FOR CHOICE STEERS 
gp" 


Monthly Average Choice Steers 


Toronto 1961 1962 1963 1964 1965 1966 
$ $ $ $ $ $ 

Benueey 0.1%. .... +. . 000, 180.5 24.76 26.62 26.02 22.91 23.56 27.74 
BeepEmaryse .OF........007, 108.4 24.32 25.18 24.26 23.54 22.60 28.72 
Beeremeeeee FS... ......008. 813 2 24.03 24.86 23.40 23.85 24.00 28.32 
EE Fess a Grek ORE ad kin oh 23.48 25.25 23.80 24.25 24.00 27.37 
Sct ee eee ee 23.23 25.57 24.25 24.25 24.91 "26.85 
Pera Dahon hed A. wads 22.47 26.38 24.78 24.25 26.86 26.08 
ES cas ads hh eke geese 6 22.22 27.84 26.89 24.78 26.84 25.64 
Nh oe eins ih EG Ad gS 8 22.65 28.61 27.00 24.25 26.28 25.56 
sl? he 24.08 29.36 26.60 24.26 25.67 27.24 
RTS ck AS ap we ee 25.50 29.50 24.81 23.70 25.50 
St 25.49 29.46 24.50 23.26 26.06 
LS ee 26.78 28.27 23.74 23.50 26.79 

OVCET.. -.. See oe) ott 24.20 27.20 25.05 24.05 25.20 


Monthly Average Choice Steers 


Omaha 1961 1962 1963 1964 1965 1966 
$ $ $ $ $ $ 
megtery fei ........ Oe. oer: 26.74 25.76 26.49 22.20 22.98 25.91 
Ae vg eu et es ans 4 26.15 25.95 24.47 21.36 22.53 27.16 
satan mam acme aR ee 25.52 26.36 22.88 21.38 23.17 28.25 
LS er 24.87 26.81 23.10 20.88 24.38 26.94 
Et en AM i ec og 23.22 25.50 22.27 20.28 26.00 25.94 
Bees ee) bawrroo ; hanes Lae; 22.42 25.07 22.52 21.25 26.69 25.25 
Che ee Beds 22.34 25.68 24.57 22.69 26.05 25.27 
Beieust...... 5... ee re ee eae 23.87 27.41 24,40 24.73 26.28 25.76 
Meee? ww. ee a ee 23.78 28.83 23.98 24.75 26.19 25.75 
ee oe Se, 23.96 28.46 23.74 23.66 25.33 
Seer a ory 24.83 29.12 22.92 23.45 24.93 
ON Tc uescnsuivianclinoutaubessioe 25.51 28.12 21.64 22.79 25.38 


ET assess ashe Sinnnidcnd 24.43 26.92 23.58 22.41 24.99 
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TABLE III 
Exports oF Brrr AND VreAt—lbs.\ 
ours: To Other Countries Total 
TOGU RD oot eh an es eee ee 29, 033,800 2,205, 900 31, 239,700 
Oy Se ee Le SO 57 RAE CNS Soe 19, 726,000 2.031, 000 21,757,000 
Dr eh os RM Cie tne, 0, «key SAME IS sic Vey lc RDN Aaa Oo 17, 228, 300 2,691,700 19,920, 000 
NOGA S San Re co hoe APRN Fe ch sict. MNO ento i Utes 28,529,500 5,712,600 34, 242,100 
OE aie Mar owe she tate et dey es cats ec Areeener eon 71,992,800 10,711,700 82,704,500 


Nore: Preliminary figures for exports to the U.S. to September 3, 1966, show a total of 46.6 million lbs. 


compared with 35.7 million lbs. for the same period in 1965. 


Source: Trade of Canada Exports. 


Imports or BEEF AND VeEat—lbs.@) 


From 
From U.S. Other Countries Total 
OG ete ee ol tn oe tne sorter inte ins ome nates nt 17,485, 600 23,697, 000 41,182,600 
1OG2 eas OD. fl 2 ee ea ee 16,082,800 29, 234, 300 45,317,100 
LOGS eee i ie: Oe et Ry teats bitees 15,365, 800 33, 864, 200 49, 230, 000 
LOG AAIRe bi) dani, Wo ou. 2 OR i AR aaa ae a 16, 508,400 19,457,100 35, 965, 500 
TOG. cE: ee ses GRR cee ee 12,395,500 14, 686, 500 27,082,000 


Source: Trade of Canada Imports. 


() Exports include beef and veal, fresh and frozen; beef cured. 
(2) Imports include beef and veal, fresh and frozen; beef cured; beef and veal canned; corned beef canned: 


Exports AND Imports or Live CatTLE, CANADA—U.S.A. 


Number of Head 


1. Exports to U.S. 1961 1962 1963 1964 1965 
Cattle—Purebred and Dairy............... 37,213 o2, lol 28,576 30, 646 34, 020 
Cattle N.E.S.—200-700 lbs................. 332, 267 342, 267 155,876 87,900 356, 929 
Cattle N.E.S.—over 700 lbs................ 97,111 72,966 52,425 47,004 141,088 

DY hc < 5, Red crate eat ee 466,591 448,471 236,877 165, 550 532, 037 
Slaughter Caves uote io. ons SO 28, 699 36,451 35,194 48,873 60, 763 

Sourcs: Trade of Canada Exports. 
Imports ofr SLAUGHTER CATTLE FROM THE U.S. 

BO ero ga. asd oh autres Wak eat Sad toes 8 «iv wf Sear Alas Meee Sec Ge ga oe a 395 head 
B95, er ah a oe ee ee mmr Ll Gr en ee SOMME oe Sa ON cle oe 1,339 
RNS ES co iss Sa hPa s b/c km a at dere dias ay mal ees Reta ee lee Seales Oca, hans cee a 303.75 
ME er a css & 258s ead PVA Wies oy wie asec RS ae Ae ee ee 30,878 “ 
ON Rte ee 674 5.50 Ute LY oded ah UB rid ross seeeleacw el Le soa ee as ae Tic ea cae nil 
AWM Sd hte hs 5:0 ow wakes dik BIE he Ae Te a ee 487 3 


Source: C.D.A. 
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TABLE IV 


CHOICE AND Goop Brrr CARCASSES 


SS eenereeernneneeeeeeeee eee ee 


1950 1962 1963 1964 1965 1966 
(8 mths.) 
NE OA tee ee ee 77,821 649, 670 779,192 915,514 900, 466 595, 967 
MEMGEAy SAVict ec Loe te tee ee 1,496 12,494 14, 984 17,606 q¢ oUF 17,528 
% ne 32.0 36.6 37.8 32.9 34.4 
ee RR ocala a 137,803 302,174 328,761 400,098 448 , 405 315, 937 
NRE AW, $5 00 Se eats gla isate fave 2,650 5,811 6,322 7,694 8, 623 9,292 
% 10.7 14.9 15.5 16.5 16.4 82 
Porce and f00d t7. Phe ee.nlee 215, 624 951,844 1,107,953 1,315,612 1,348,871 911,904 
(2 al bec ARI aed Sa ae ee a 4,146 18,305 31,307 25,300 25,940 26,821 
% 16.8 46.9 O2e1 54.3 49.3 52.6 
RETIN UL ALALE EES Aku x hee 1,069,059 1,076,315 1,018,763 1,106,648 1,385,643 821,725 
Weenie A Wes scar pane nee 20, 559 20, 698 19, 592 21,282 26, 647 24,168 
% 83.2 OO% L 47.9 cM May D027 47.4 
Datel Te ews en elas 1,284,683 2,028,159 (2,126,716 2,422,260 2,734,514 1,733,629 
Wisely Ace os hie ileiee aes 24,705 29,003 40,898 46, 582 52, 587 50,989 
% 100.0 100.0 100.0 100.0 100.0 100.0 
Tarirr Rates on Livestock AND Mzats 
Canada 
Rate on 
Canada Imports 
U.S. Rate Rate from 
on Imports on Imports Australia 
Unit from Canada from U.S. & N.Z. 
Livestock, purebred for breeding........... Free Free Free 
Cattle, Slaughter-feeder, under 200........... lb. 1$¢ in quota of i¢ Free 
200,000 fiscal yr. no quota 
23¢ over quota 
Cattle, Slaughter-feeder, 200-699 lb......... lb. 25¢ 13¢ Free 
Cattle, Slaughter-feeder, 700 lb and over... lb. 13¢in quota of 13¢ Free 
400,000 fiscal yr. no quota 
maximum 120,000 
head per qtr. 
23¢ over quota 
Cattle, dairy cows, 700 ibs. and over....... lb. 13¢ 14¢ Free 
Beef and Veal, fresh or frozen................ lb. 3¢ 3¢ 3¢ 
IOROIVG ... QM. bs + «COR bs 6 A lb. 1¢ 1¢ Free 
RE OT TEI ZOD 8 boa. ade dois sasestean'tgcacndendv andi lb. li¢ 13¢ +¢ 
BST IG EN AIT os coc ses nad cnuativcdssr ghieeaicesula LG; 2¢ unboned 1¢¢ Free 
3¢ boned 
ely Vt ae So aaa arn entrances head 75¢ $2.00 Free 
Baatcon, fresh or frozen,.......)). 065. <s%. 06 lb. 2i¢ 6¢ 3¢ 
Berm bortresh, OF {rOZEN.. vs dc os pede ieeuiwe oes lb. 3e¢ 6¢ i¢ 
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TABLE V 


Hoa MARKETING 


Weekly Average Gradings 


Canada 1961 1962 1963 1964 1965 1966 
- 000 - 
UMTS ie. Bo eh. ~ 5 See 119.4 144.2 119.9 141.0 150.2 120.3 
GREAT: eee os so odo ae 120.2 140.7 12den 146.8 146.4 129.7 
Weare heer ch. eee cosets ee 124.8 144.6 13050 137.2 153.6 138.2 
April, Sots: eed arlycest Shanes 133.4 138.7 128.4 150.0 148.3 132.8 
Oien er aed. os Whee cAbs - ¢:3 Bo Bee 118.0 126.9 122.9 135.0 141.5 126.4 

A LSnaYet 0 a eee eee ee ewe 2 seo 116.5 ila east 130.5 128.3 at ea( 1) 
Ur asad 5 5 oR Ries ba. ete 110.0 105.3 110.5 2A 124.7 E10 
PAUOUIS ie 25 cc kee ates os og anes TULL Th 108.3 Pas @ 123.4 124.6 124.2 
September....... We Iie Lie? 126.3 135.2 129.5 1o2e2 
OChODE ieee: Sac erties. Geek UBS 130.6 140.1 141.7 oles 
ING vienibens fate Bae 65.0 ees 147.8 1350 142.4 153.8 Soe 
Deceruoer.... 4 wee. eer 128.4 116.4 Wb 162.7 121.8 

GERM Res ramcnen eave rpeatren serio Rap 124.0 126.8 125.4 140.0 1361 

Motal: Gradingsss.a.s. 6,449.0 6,593.9 6,520.8 7,281.6 Ob 1 

Weekly Average Inspected Slaughter 
United States 1961 1962 1963 1964 1965 1966 
— 000 - 

ANU UL VaR So yee ee eager fee 1,436.0 1,524.5 1Oooes 1,739.0 i bestayi a bate: 1,179.8 
LG DEUAL Vee ete ao ee ee 1,269.5 LO 280 1,416.2 1,474.5 Leé2oeZ AL GZRO 
IVC Oreo ea ee ne ott s 22260) 1,245.0 Pes lihes 1,284.0 1,306.8 1,161.2 
dig Ue: VE ee PaaS eee 1726222 1,418.0 1,585.8 1,620.2 1,450.5 1,325.8 
IMR NR RBs tt nla one 1,399.2 1,450.0 1,477.5 1,369.0 1,179.8 2282 
UDC Anas os hy ee oe ae 1,081.6 1,008.2 976.0 1,007.6 943.4 934.4 
acl ee ee eer ioe saree 1,080.0 1,174.8 1,248.8 1,232.0 TLOiee 1,057.0 
FANUC US Gee eran toper c txcae eee cceitenes (2 78e5 OBS 1,293.5 1,210.2 PelSieo 127280 
September....... 1,048.0 947.4 1,173.6 1,126.0 1,095.0 1,175.4 
Octobereescce bar ices Kae nee sys) s3} 1,660.8 1,693.8 LeOLE0 1 $355.2 
ISIOGHSMWD OYE. Fon acne keadannesae 1,581.8 1,594.0 1,594.8 1,636.5 Lr 3aoKe 
Decembernvw - eet oe eee 1,147.6 1,190.8 1,339.0 1,329.6 1,002.0 

EY CAI ae eee ae nt ee 126282 1,303.3 onOne otere 1,225.2 

Total Slaughter....... 65, 632.0 67, 770.0 MOY Y pa), 71, 667.0 63, 708.0 
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TABLE VI 
‘HOG PRICES. 
. ) Monthly Average Price—Grade ‘‘A”’ Carcasses 
Toronto 1961 1962 1963 1964 - 1965 1966 


a ne 
$ $ $ $ $ $ 

manarrs 09..........808.R8. 12. 30.06 26.63 30.27 26.85 27.44 42.73 
MTMAEG OG... ..:.... ined... 29.50 26.83 29.89 27.61 28.23 43.19 
itt: i) ee a aan 27.28 26.88 26.89 25.92 27.80 36.12 
Se ae re 2 cee | a 25.38 Bios 24.25 25.38 27.94 32.90 
6 5 ee 2) oa 27.05 27.92 26.49 26.40 30. 46 36.83 
MM ca vtech cee nine 29.53 31.09 29.55 29.08 34.81 38.29 
a Sr 29.89 33.07 29.96 28.41 36. 24 S15 a 
LS es es a ees 28.84 32.80 28.99 28.10 36. 66 33.98 
BLOMIDGL, « ..5- » ¢icachidd «roaroef « 29.40 30.60 28.60 28.24 36.88 33.92 
TRS aero at ss eee 28.67 29.59 26.57 2413 35.90 
BEPORWOCT 6. 5 50555 © ays: s echt ofan’ uss Pleo! 30.30 26.32 27.12 37.58 
BECO DCL sas, Shae ld ies ae 27.16 30.42 26.88 27.63 41.64 

CN aapeenpan ey > lepytearemaies 28.30 29.60 27.80 27.30 33.40 


Monthly Average Price Nos. 1, 2 and 3 Barrows and Gilts 
(Live Prices Converted to Dressed Equivalent on a Basis of 75 Percent) 
SE SE SEO SE a ee ED Reema omes 0° as 


Chicago ; 1961 1962 1963 1964 1965 1966 
$ $ $ $ $ $ 

ol how oe od 24.04 23.49 21 472 20. 52 22.69 38.89 
oT a es eee ae ee re 24.72 2248/2 20.69 20.37 23.49 38.31 
Si. a a aa Ra eran ear 23.88 2220 19.15 20.11 23.49 33.60 
es 6 os wb ns = Pee ee eS 23.47 22.08 18.96 19.87 24.51 31.45 
MR ee, cee case. deve io wx cs ah 23.04 21.63 20.93 ieee 28.21 33.04 
ee 23.36 23.68 Md, HE 22.45 32.28 34.502 
en 24.41 Zoule MPA 23.88 Soe 34. 24 
eee ae eee 24.61 PAI Dy Zoe) 23.36 Bora 35.16 
lo) a a ee 24.44 25.47 21.57 23.04 Slely Doeeo 
SS hn a 23.20 23.03 21.08 21.41 Joao 
rr 22.07 22.91 20.01 20.40 BS Bw 65) 
RISO Ts oo ee oS dois vlc whln es 33.19 DPA TS 20.21 21.97 38.39 

CESS EE eee ee Dont 23.36 21.43 21.55 29.72 


_ 
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TABLE VII 


Exports AND Imports or Porx 1960-1965 


NN —————————————— EEE 


1. Exports! To Other 
To U.S. Countries Total 
CRD ee Ce ee | See ee se a. 
— 000 lbs. - 
TOCET Oh... RETR ok SRR... FRR 45,098 24,592 69,690 
ROG Tyee 6) BRR co ee o.oo Ae 43,372 12,586 54,958 
OG Dee et BR he oon oo uepee cate 44,291 4,364 48,655 
RN ei et ors 528 Pe re Mn Be ag ae eee Cents 44,335 3,904 48 , 239 
OG Se en, Pv ee bacco UR ee nies Bed RSS go oe oc owe 48 , 320 6,017 54,337 
PGs. a. RR oe os Be RR BR ar ee 53,308 3,571 56,879 


Source: Trade of Canada—Exports. 


ee en a ee 
_——————————— SSS 


From Other 
2. Imports? From U.S. Countries Total 
— 000 lbs. - 
16. (540) yen acme em eames eae rae | Gt kane Se one 17,012 49 17,061 
TYE 2 Pe ah cell ar Ede teak 23 Sis Wenn eae Goo a TRB Ke 40, 630 23 40,653 
Ito pA | Sie Oe ie fe Rise Seo ee cl ceerarmninrc: Cavan ea. tera on 34, 399 64 34, 463 
LICE Ne Ott ere Sere eee ec Mae 87, 553 934 88, 487 
SU GA mes a 2 ic, ses cheeky aot fan's ear attnc ea ie tea e foteapete year alae saan 52,551 63 52,614 
ICAI. Ne Sit EI 3 nr Rete Re APU eo Mins & cure ro OC 27,505 9,101 36, 606 


Source: Trade of Canada—Imports. 


1 Includes: Pork—fresh or frozen; Bacon and sides, cured; Pork cured N.E.S.; Boiled Ham, cooked; 
Hams canned; Pork canned. 


2 Includes: Pork—fresh or frozen; Pork cured, ineluding salted. 


a. sl 
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«=« CATTLE ON FARMS, 1931-1965 


‘000 HEAD - CANADA ‘000 HEAD - US.A. 


13,000 


120,000 
12,000 110,000 
11,000 100,000 
10,000 90,000 

oN 
CANADA DEC. | 
9,000 80,000 
8,000 70,000 
7,000 60,000 
0 fe) 

1931 1935 1940 1945 1950 1955 1960 1965 
PRICE PER HUNDREDWEIGHT OF CHOICE STEERS AT 
TORONTO & OMAHA 
$'s PER CWT. $'s PER CWT. 


CHOICE STEERS TORONTO 


CHOICE STEERS OMAHA US. ai en 
/ 


JULY SEPT. NOV. JAN. MAR. MAY JULY SEPT. NOV. JAN. MAR. 
1964 i965 1966 
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APPENDIX “5” 
TABLE 1 


AcrEAGE, PRopuction, Imports, ExXporTS AND Prices or Lear Tosacco 


——— eee OOomnmw”,_, J reo 


Total Farm 
Year Acres Yield/Ac Production Imports Exports® Price“) 
lbs. lbs. lbs. Ibs. per lb. 
Green Wt. 
All Types 
196) ee aes oe 137,917 1,521 209,721,000 2,087, 749 38, 067, 509 50.23 
19 G2 Aasbearertrencendies 130, 947 1,550 203 , 027, 000 3,113,095 48, 624, 108 47.24 
LOGS a ate 113, 893 1,766 201,044, 000 2,614, 046 39,309, 416 45.08 
19OG4 5 -disget tase 85,316 1,798 153,414, 000 3,391,618 51,958, 298 54.18 
L9G een: 99,344 1,700 168, 880, 000 4,335, 320 40,957,657 62.88 
TOGO saeeacis ai 130,175 213,681,000 
Flue-Cured 
196 ea ete 127,844 1,529 195,441, 000 79,862 37,383, 884 51.61 
AOGQA ets ee 122,196 5D 187, 621,000 — 46,803,824 48.28 
LOGS tee Sse aks 105,814 1,764 186, 648, 000 — 35, 592, 048 45.94 
TOGE sei es 79,639 1,798 143, 197,000 —_ 48, 674,420 55.61 
(es Oi a 93, 523 1,702 159, 185, 000 275, 838 38, 854, 026 64.58 
T9GG ees coe 123,371 203, 000, 000 


() Green weight basis. 
(2) Actual weight. Includes redried and manufactured weights. 
(3) Average price paid by buyers at tobacco auctions for all grades of tobacco. 


October 5, 1966. 


TABLE 2 


Toran Quantity or Repriep Lear Tosacco TAKEN FOR MANUFACTURE QUARTERLY AND ANNUALLY 
In Mituions or PouNpDs 


eo aeaeaeasgqaonagoagagagaaaag006060S 


Flue-Cured Quarter Total All Types Quarter 

Ae af ane Soot Dee. ae Mar. Hone Sept. Dee. “a 
BOG eas asia 27.5 29.8 26.2 27.7 111.2 31.1 33.4 29.5 31.3 125.4 
TOD 2 ct aie ©. s\c\,0: 4 29.7 30.7 24.9 28.3 113.6 33.5 34.4 28.2 32.0 128.2 
TOG a oes. be sjek 29.4 30.3 27.4 27.6 114.7 33.1 33.9 30.8 31.6 129.3 
TGR ise so pnt 26.0 31.3 29.8 30.3 117.4 29.8 35.5 33.4 34.3 133.0 
SUGDT ee aes) 29.8 32.1 30.2 31.7 123.8 33.6 36.1 33.6 35.3 138.6 
PUG ite thei e's 31.8 32.4 35.5 35.7 


Net Weight Equivalents per 100 pounds of Green Weight of Unmanufactured Tobacco. 


Green ‘Redried Stemmed 
Whwes@ ured week choke eek e les 100 90 68.4 
Borley eyo ra Le ea 100 89 68.5 
Dar leaits get «ee «tke ee 100 89 68.5 
Dark-fire 442479 fo 230 PE ees 100 96 96 
ira OTN GR dG isda Acc eal doabarndutoane 100 96 61.4 
Cigamimported ... 0 .<- 2-5. 4.0. ap 100 96 67.2 


October 5, 1966. 


First Session—Twenty-seventh Parliament 
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PROCEEDINGS OF 
THE SPECIAL JOINT COMMITTEE OF THE SENATE 
AND HOUSE OF COMMONS ON 


CONSUMER CREDIT 


(PRICES) 
No. 6 


TUESDAY, OCTOBER 11, 1966 


WITNESSES: 


Mr. H. K. Leckie, General Manager, Meat Packers Council of Canada. 
Department of Agriculture, Production & Marketing Branch: 


Mr. D. B. Goodwillie, Director, Dairy Products Division. 
Mr. S. B. Williams, Assistant Deputy Minister. 
Mr. E. A. Eardley, Director, Fruit & Vegetable Division. 


ROGER DUHAMEL, F.R.S.C. 
QUEEN’S PRINTER AND CONTROLLER OF STATIONERY 
OTTAWA, 1966 
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MEMBERS OF THE SPECIAL JOINT COMMITTEE OF THE SENATE AND 


HOUSE OF COMMONS ON CONSUMER CREDIT 
(PRICES) 


For the Senate 
Hon. David A. Croll, Joint Chairman 


the Honourable Senators 


Carter, Hollett, Thorvaldson, 

Croll, McDonald (Moosomin), Urquhart, 

Davey, McGrand, Vaillancourt—(12). 
Deschatelets, O’Leary (Antigonish- 

Hastings, Guysborough), 


For the House of Commons 
Mr. S. Ron Basford, Joint Chairman 


Members of the House of Commons 


Allmand, Deachman, McCutcheon, 
Andras, Duquet, McLelland, 
Basford, Gray, Nasserden, 
Cameron (Nanaimo- Irvine, Olson, 
Cowichan-The Islands), Leblanc (Laurier), Otto, 
Cashin, Lefebvre, Ryan, 
Clancy, Mandziuk, Saltsman, 
Code, Matte, Smith— (24). 
Crossman, 


36 members 


Quorum 7 


SUPPLEMENTARY ORDERS OF REFERENCE 


Extract from the Votes and Proceedings of the House of Commons, 
September 9, 1966:— 


“Mr. Sharp, seconded by Miss LaMarsh, moved,—That the Joint 
Committee of the Senate and House of Commons appointed by this House 
on March 15, 1966, to enquire into and report upon the problems of 
consumer credit, be instructed to also enquire into and report upon the 
trends in the cost of living in Canada and factors which may have 
contributed to changes in the cost of living in Canada in recent months; 


And that a Message be sent to the Senate to acquaint Their Honours 
thereof and to request the concurrence of that House thereto. 


And the question being proposed; 


Mr. Pickersgill, seconded by Mr. MclIlraith, moved in amendment 
thereto,—That the motion be amended by striking out the words “by this 
House on March 15, 1966” where they appear in the second line thereof 
and by inserting in the motion as the second paragraph the following: 


“That the Committee have leave to sit notwithstanding any ad- 
journment of this House;”’. 


And the question being put on the said amendment, it was agreed to. 


After debate on the main motion as amended, it was agreed to.” 


Extract from the Votes and Proceedings of the House of Commons, October 
7, 1966:— 


By unanimous consent, Mr. Basford, seconded by Mr. Allmand, 
moved,—That the First and Second Reports of the Special Joint Com- 
mittee on Consumer Credit and Cost of Living, presented to the House on 
Friday, April 1 and Thursday, October 6, 1966, be concurred in. 


After debate thereon, the question being put on the said motion, it 
was agreed to. 


Accordingly, the said Reports were concurred in and are as follows: 


FIRST REPORT 


Your Committee recommends that seven (7) of its Members consti- 
tute a quorum, provided that both Houses are represented. 


SECOND REPORT 


Your Committee recommends that the House of Commons section of 
the said Committee be granted leave to sit while the House is sitting. 


LEON-J. RAYMOND, 
Clerk of the House of Commons. 
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Extract from the Minutes of the Proceedings of the Senate, September 13, 
1966:— 
“The Honourable Senator Connolly, P.C., moved, seconded by the 
Honourable Senator Hugessen: 
That the Senate do agree that the Joint Committee of the Senate and 
House of Commons appointed to enquire into and report upon the 
problems of consumer credit, be instructed also to enquire into and 
report upon the trends in the cost of living in Canada and factors which 
may have contributed to changes in the cost of living in Canada in recent 
months; and 


That a message be sent to the House of Commons to acquaint that 
House accordingly. 


After debate, and— 


The question being put on the motion, it was— 
. Resolved in the affirmative.” 


J. F. MacNEILL, 
Clerk of the Senate. 
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MINUTES OF PROCEEDINGS 


TUESDAY, October 11, 1966. 


Pursuant to adjournment and notice the Special Joint Committee on 
Consumer Credit (Prices) met this day at 9.30 a.m. 


Present: For the Senate: The Honourable Senators Carter, Croll (Joint 
Chairman), McDonald (Moosomin) and O’Leary (Antigonish-Guysborough) 


For the House of Commons: Messrs. Allmand, Clancy, Lefebvre, Mand- 
-ziuk, McCutcheon, Olson, Otto, Saltsman and Smith.—9. 


| In attendance: Dr. R. Warren James, Special Assistant; Mr. John J. Urie, 
Q.C., Counsel. 


| Mr. H. K. Leckie, General Manager, Meat Packers Council of Canada, was 
heard. 


At 12.30 p.m. the Committee adjourned. 


At 3.00 p.m. the Committee resumed. 


| 
| 
| 
| Present: For the Senate: The Honourable Senators Carter, Croll (Joint 
Chairman), Deschatelets and O’Leary (Antigonish-Guysborough ).—4. 


For the House of Commons: Messrs. Cameron (Nanaimo-Cowichan-The 
Islands), Clancy, Code, Leblanc (Laurier), Lefebvre, Mandziuk, McCutcheon, 
Olson, Saltsman and Smith.—10. 


| 


In attendance: Dr. R. Warren James, Special Assistant; Mr. John J. Urie, 
Q.C., Counsel. 


The following were heard: 
Department of Agriculture, Production and 
Marketing Branch: 


Mr. D. B. Goodwillie, Director, 
Dairy Products Division. 


Mr. S. B. Williams, 
Assistant Deputy Minister. 


Mr. E. A. Eardley, Director, 
Fruit and Vegetable Division. 


(Tables referred to by Mr. Goodwillie and Mr. Eardley are printed 
herewith as Appendices 6 and 7, respectively.) 


| At 5.15 p.m. the Committee adjourned until Thursday next, October 13, at 
9.30 a.m. 


Attest. 
John A. Hinds, 


Assistant Chief, 
Senate Committees Branch. 
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THE SENATE 


SPECIAL COMMITTEE OF THE SENATE AND HOUSE OF COMMONS 
ON CONSUMER CREDIT 


EVIDENCE 


OTTAWA, Tuesday, October 11, 1966. 


The Special Joint Committee of the Senate and House of Commons on 
Consumer Credit met this day at 9.30 a.m. 

senator David A. Croll, Co-Chairman, in the Chair. 

Co-Chairman Senator CROLL: Gentlemen, I see a quorum. 

Mr. ALLMAND: Mr. Chairman, because of the great public interest, many 
people have approached me with the idea that they would like to see these 
proceedings televised. During the sittings of the Committee on Broadcasting, 
this was also suggested. The C.B.C. said they would like to arrange this, 
especially because there was some discussion recently as to whether we should 
televise parliamentary sittings and committees. I suggest that this matter be 
referred to the Steering Committee to see if it would be a good experiment. 

Co-Chairman Senator CROLL: Is it agreed to refer that matter to the 
Steering Committee? 

Hon. MEMBERS: Agreed. 

Co-Chairman Senator CROLL: Gentlemen, this morning we have Mr. H. K. 
Leckie, General Manager of the Meat Packers Council of Canada. In the 
afternoon we will have another important witness, Mr. D. B. Goodwillie, 
Director of the Dairy Products Division, Department of Agriculture, and Mr. 
E. A. Eardley, Director of the Fruit and Vegetables Section. 

Moreover, we are permitted to sit while the House is sitting, as a result of 
action taken by the House on Friday, of which this committee is most 
appreciative. 

The meeting this afternoon will start at 2.30. I hope it will not inconveni- 
ence those who want to be in the House for the opening. 

Mr. OuLson: Mr. Chairman, did you say 2.30? 

Co-Chairman Senator CROLL: Yes. Why? 

Mr. OLson: I would suggest that from 2.30 until 3 or 3.15 it would be very 
difficult for any members of the House of Commons to be here. 

Co-Chairman Senator CROLL: Could we try it for this week and see how it 
works out. I thought of that point myself. What is the feeling of members of the 
House of Commons? 

Mr. MANDZIUK: Three-thirty. 

Co-Chairman Senator CROLL: That would not give us time to do business. 
The half-hour at that time is very vital. Would members of the House of 
Commons accept 3 o’clock? I see no objection. It is agreed. Three o’clock this 
afternoon and every other meeting afternoon at 3 o’clock. 

Mr. OLSON: For this week, to see how it works out. 

Co-Chairman Senator CROLL: Yes, and then go back to 2 o’clock? 

Our witness this morning is Mr. H. K. Leckie, General Manager, Meat 
Packers Council of Canada. 


259 


260 JOINT COMMITTEE 


Mr. H. K. Leckie, General Manager, Meat Packers Council of Canada: Mr. 
Chairman and honourable members of the committee, may I say that when I 
was waiting on Thursday last I did not have a brief but on Friday I took 
advantage of one day in the office and got some thoughts on paper. 

I have brought with me Mr. D. M. Adams, our Secretary Treasurer, to 
assist me in handling questions at the end of the presentation. 


Observations on Meat Marketing at the Processor Level 


The Meat Packers Council of Canada, of which I serve as general manager, 
always welcomes an opportunity to provide basic, factual information to the 
public concerning the general functions and operations of the meat industry. 
This is, and always has been, one of our primary objects. Any assistance the 
Council can be in furthering the deliberations of this Joint Parliamentary 
Committee will be rendered to the best of our ability, although the subject 
under study is more complex than generally realized. 

First I would like to make a brief statement about the nature and functions 
of the Meat Packers Council of Canada. In existence since 1919, the Council is 
the only national trade association of the meat industry in Canada. Membership 
is open to any slaughtering meat packer or non-slaughtering processor who 
operates under federal inspection. At present our members include 27 firms who 
operate 54 individual plants in 9 provinces. Member firms are of various types 
and sizes and include several co-operatives. They sell their products in all 
provinces as well as in export markets. 

The objects of our Council are broad and constructive. These are set forth 
in a leaflet we are pleased to provide for the information of the Committee. 
Briefly the Council’s primary purpose is to serve in a liaison capacity with other 
segments of the livestock and meat industry from producer to consumer, 
including government agencies, in working for the sound development of 
animal agriculture as a whole. 

Throughout the 47-year history of the Council, it has worked particularly 
closely with the producer, for the latter controls the quantity and quality of the 
livestock available for processing. 

It should, I think, be pointed out at the outset that the Council does not 
become involved in the management or trading decisions of its individual 
members, who buy livestock or meat, process the product, and sell the resulting 
meat and by-products in an intensely competitive market situation. 

I might add here that, personally, I know of no industry in which 
competition is so intense, and I say this as an agricultural economist having 
spent several years in the Government in the Department of Agriculture and 
five years teaching marketing in an agricultural college. 

Nor does the Council collect or compile any data relating to buying or 
selling prices, costs or financial results of its members. While we endeavour to 
assemble factual information about the industry from various officially-pub- 
lished sources, and to undertake some secondary analysis of such data, we do 
not have a specialized research staff for this purpose. 

I mention the foregoing to indicate the limitations in the type of informa- 
tion the Council can provide or has at hand. 

The Council has prepared a pamphlet Canada’s Meat Industry which 
outlines in some detail the nature of processing operations relating to beef, hogs 
and other species of stock. We would be glad to provide copies to the Committee 
if desired. 

I might say that this pamphlet contains tabulations of beef and pork 
carcasses. It tells part of the story that you heard when Mr. Bennett testified 
before you, but I do not think it gives the complete picture that you probably 
wanted at that time. We will shortly have the 1966 edition of another pamphlet 
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Meat, Canada’s Largest Food Industry on Canada’s meat industry, which con- 
tains a lot of basic statistics of livestock production, meat production, consump- 
tion and the relation of these meat prices to wage rates, etc., I will be glad to 
mail copies to all members within the next two weeks, or as soon as the 
pamphlet comes off the press. Unfortunately, the 1965 edition is right out. 

The central core of the Canadian meat packing industry are the federally 
inspected plants numbering some 300, whose products are able to move into 
interprovincial and export trade as well as through local distribution channels. 
A good many of these plants slaughter and process all species of livestock, a 
smaller number may specialize in cattle, hogs or poultry, and a considerable 
number purchase only meat for specialized further processing. 

In addition to federally-inspected plants, there are a great many local 
slaughterers and processors, particularly in Quebec and Ontario. Provincial 
inspection programmes are now in various stages of development. 

The primary function of the meat industry—and a very essential one—is to 
efficiently convert all the livestock of the various species and qualities marketed 
by producers into meat and by-products, and to market these products ageres- 
sively and competently. 

In this respect the packing industry performs a very important service to 
the producer, and in the process returns a high proportion of its sales dollar to 
him. As I will indicate later, 75 to 80 per cent of the value of meat industry 
sales comprises the cost of raw material, principally livestock. 

As well as serving the producer in this way, the packing industry also 
Serves, through the retailer, the consuming public, who have become accus- 
tomed to having constantly available an ample supply of a wide range of fresh 
and processed meat products of assured quality and wholesomeness. The general 
high standards of the Canadian meat industry are internationally recognized. 

The main customers of packers are the retail trade, but other important 
outlets are the institutional trade—hotels, restaurants, etc.,—and sales are also 
made to foreign customers in many countries as well as to domestic processors 
and purveyors. 

The meat industry operates under some conditions which are similar to 
other manufacturing industries, while others are rather peculiar to it. Some of 
the more important are, first, the industry’s main limiting factor—the supply of 
livestock for processing—is beyond its control. 

The industry is characterized by large volume and rapid turnover. Both 
its raw material—livestock—and its main product—meat—are highly perish- 
able and must move through the market rapidly to be in top condition. 

The meat industry is characterized by intense competition and highly 
volatile prices in procuring livestock and selling its products. Its operating 
Margins are narrow and unstable. 

Meat processing is a complex, dis-assembly process. Inspected packers are 
closely regulated, for instance, with regard to meat inspection, grading, process- 
ing and packaging regulations, and quite a host of other regulations at the 
federal, provincial and municipal levels. 

The industry has been undergoing extensive technological changes in 
various aspects of its operation. 

In the interests of getting on, I will not comment on those in detail at this 
time. There are three distinct levels or stages involved in the livestock-meat 
marketing process. These are: producer to packer; packer to retailer, or other 
customers, that is, other customers of the industry as mentioned above; and 
retailer to consumer. 

Since the primary stage has been already covered in some detail by 
previous witnesses from the Department of Agriculture, I do not feel it is 
necessary to comment further on it in detail at this time. 
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Nor do I feel competent to discuss merchandizing and pricing at the retail 
level, since I have no special knowledge of this area. 

Before leaving the primary stage, and turning attention to the second or 
wholesale level, perhaps a final observation or two would be in order. 

The first is this. Since the market supply of livestock at any given time is 
controlled by the individual production and marketing decisions of producers, 
and since volume is an important consideration to the packer, both with respect 
to building up his business and keeping his plant operating efficiently, there is 
naturally a strongly competitive market situation for livestock. 

This competitive situation is today given free play by the fact that all cattle 
on terminal markets, and most local markets, are sold by public auction. In the 
case of hogs, as noted in previous testimony the Committee has heard, central- 
ized sales are made by marketing boards or commissions—and, here, I would 


like to insert four provinces—which make for a very competitive system. The 


four provinces are Ontario, Quebec, Nova Scotia and New Brunswick; and, 
actually, the matter is under discussion in other provinces at the present time as 
well. And, taking into consideration the fact that co-operative marketing 
organizations handle a substantial portion, this would account for roughly 50 
per cent or better of the hogs. 

As one further observation, it should be clear that the future of the meat 
packing industry in this country is closely tied to the future of the livestock 
industry. In recent years, livestock and meat output, particularly beef and 
poultry, has risen substantially in response to demand and price. But at the 
same time the costs of livestock production, despite technological advances in 


breeding, feeding and management, have also been rising. Most observers seem ~ 


to agree that if animal agriculture is to continue to increase its output to meet 
domestic and world food needs, producers will have to have adequate returns 


and prices. In Canada the present strong export demand for wheat and grain 


has a special bearing on this situation. 


Recently, in commenting on this situation, the Chairman of the Board of 
the American Meat Institute said: 


One thing seems certain under these circumstances. The price of 
meat will have to be higher than it has historically been, if this industry 
is to be able to pay prices to the producer high enough to encourage 
continued production. This requires, on the part of the packing industry, 
an entirely new concept as to what are adequate or are high prices. 
Earnings opportunities outside agriculture may be such that the producer 
will no longer provide the labour necessary to maintain or expand animal 
production unless he is compensated for it by prices sufficiently high to 
compare favourably with his earning opportunities elsewhere. 


I mention this point simply to indicate that while the present concern may 
be with cost-of living and consumer prices, in the longer run adequate supply 
may well be an over-riding consideration. 


Since Canadian meat packers do not engage in retailing, their connection 


with the pricing process for meat is at the wholesale level only and in effect 
packers are both processors and wholesalers. 


I would first like to offer a few general observations and then some 
specifically with respect to beef and pork. 


As previously indicated the Council is not involved in any way with the 
selling and marketing operations of its individual member firms. 


In general, however, it may be said that packers and processors sell their 
products to the retail trade through an intensively competitive process of 
private treaty negotiation, which goes on constantly from day to day and week 
to week. 


i 
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Originally packinghouse products were sold through a large number of 
salesmen on the road, supplemented by branch house and car route sales. 
Changes in transportation and communication, as well as structural changes in 
retailing, have altered the sales organization of packers in some degree, as might 
be expected. But basically it is still a very competitive situation of individual 
bargaining. 

To my knowledge the only source of public information on wholesale to 
retail meat prices regularly available are those compiled by the Dominion 
Bureau of Statistics or those based on a limited sample of respondents published 
weekly by the Department of Agriculture. Beyond this, the only market 
information available is that possessed by individual packers and retailers as 
gained in the course of trading. 


As regards the volume of various types of meat products sold at wholesale, 
there is a minimum of information available. Monthly and annual statistics of 
product shipments are compiled by the Dominion Bureau of Statistics, as well 
as external trade data. There are also monthly calculations of domestic disap- 
pearance of beef, pork, and other meats made by the Department of Agriculture. 


At the same time that packers are buying livestock they are also processing 
and selling meat. They have to make constant decisions as to the type of 
processed products for current production according to the trend of orders and 
Sales, export requirements, etc. There is a varying time lag between the time 
livestock are purchased and when all of the multiplicity of products are sold. 
Thus managing packing-house operations is a very complex process, involving 
many decisions in an endeavour to keep returns in line with costs and 
vice-versa. Only slight miscalculations can result in a loss on current operations 
since the industry has over a period of years shown a net earning equal to 
one per cent on sales, or less. The last official figure available on that is in the 
Taxation Statistics figures for 1965. In 1963 earning was 0.86 per cent on sales. 
That is official Department of National Revenue information. 


Basic Factors in Wholesale Meat Price Determination: In general, the 
factors having a bearing on the level of wholesale meat prices at any one point 
of time are as follows: 


On the Supply Side: 


1. The current supply and price of livestock available for processing. 
This takes in the supply of particular species; e.g., hogs, cattle, etc., 
and the total supply of meat animals and poultry. 

2. The availability of imported supplies—not a major factor but im- 
portant for certain species at certain times. For example, it is quite 
important in the case of lamb since we import a considerable amount 
of lamb and our production at times has fallen to a very low level. 
We also import pork at times. 

3. The amount of meat in Storage from previous periods of surplus 
supplies—normally a small proportion of annual output. In the case 
of pork about a week’s production would be in storage at any one 
time. 

4. A fourth example is the case of other protein foods, other than meat, 
which would also be in demand at a particular time. However, I 
mention that on the demand side. 


On the Demand Side—as reflected through customers: 
1. The amount of disposable consumer income—related to general 
economic conditions, wage and employment levels, etc. 
2. Consumer preferences—related to type of meat, degree of prepara- 
tion, food habits, etc. 
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3. Price and availability of competing food products, particularly to 
protein products that compete with meat. 

4. Export markets—quantity and price considerations. 

. Seasonal factor—hot and cold weather, etc. 

6. Retailer expectations of marketing possibilities. By that I mean the 
feeling that retailers have as to what will move. That is a factor on 
the demand side. Their expectation of the movement has‘a bearing 
on the demand. 


on 


The interaction of these factors through the buyer-seller bargaining process 
results in a constant sensitive adjustment of wholesale meat prices to existing 
market conditions. During some periods there is a relatively buoyant situation 
for certain products, at other times the reverse is true. 


I shall refer in a moment to what the U.S. Food Marketing Commission said 
with respect to that. But the effect of the whole process is to move the available 
supply into consumption at prices which will accomplish this purpose. 


Nature of the Demand for Meat: Economic factors in the demand for meat 
have been the subject of considerable study, viz., E. J. Working in the United 
States and F. M. Schraeder here in Canada. 


The following quotation from Working’s Demand for Meat may be of 
interest: 


During a period when the price level is rising, if meat prices only 
keep pace with the average price level of all consumer’s goods, consum- 
ers will demand en increased amount of meat. Consequently during a 
period of inflation and rising prices, if there is no increase in meat 
supplies available to consumers, meat prices, being flexible and depend- 
ent on supply and demand in the short run, as well as in the long run, 
will rise more rapidly than the general level of commodity prices. 
Conversely, in a period of declining general price level the real demand 
for meat is adversely affected. . .the demand for meat is more affected 
by long-continued changes in real incomes than by equal changes of 
shorter duration. 


Now, his work is quite an authoritative work and has a bearing on many of 
the aspects in which you are probably interested. 


Relation of Livestock Prices to Wholesale Meat Prices: There is some 
indication from press reports of your committee’s hearings to date that some 
impression has been created that livestock and meat prices show little or no 
relationship. 


The facts are that over time there is in fact a close trend relationship 
between prices packers pay for livestock and the wholesale prices they obtain 
for meat. 


I would like to quote briefly from what the U.S. National Commission on 
Food Marketing said in their exhaustive report, at page 26: 


The most significant and sensitive market in the livestock meat 
economy is the market for dressed meat at wholesale. It is on the basis of 
expected prices for dressed meat, and on projected margins, that packers 
usually determine the top prices they can pay for live animals and the 
quantity they will need. Their overall objective, of course, is to operate 
at margins to cover expenses and earn a profit. For the country as a 
whole, live animal prices are closely related to dressed meat prices. 


That is at page 26 of the report, and I am certain the same statement could 
be made in this country. 


es a 
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It could hardly be otherwise, due to the high percentage of the industry 
sales dollar which is returned to the producer. To illustrate, following are sales 
dollar breakdowns which appeared in the 1965-66 financial reports of two 
Canadian companies, one being large in size, the other medium: 


Larger Smaller 

Packer Packer 
Cost of livestock and raw materials 75.67¢ 76.35¢ 
Salaries and wages 10.99 US .8i 
Packages, supplies, etc. 4.39 4.28 
General operating expense 5,72 4.42 
Depreciation—fixed assets VG5 .36 
Taxes, interest 1:35 D7 
Net operating profit Laks As 

100.00 100.00 . 


That has been the picture over recent years—from 75 to 80 per cent, 
varying by packers, has gone to the cost of raw material. 


It is, of course, only natural that in the short run, at certain times, the 
prices packers obtain for certain individual meat products or by-products due to 
special market conditions, may temporarily not appear to bear a close relation- 
ship to the value of the whole animal. But overall in the longer run there is 
actually a close relationship. 


Beef Operations: The typical operation of beef departments in packing 
plants involves the slaughtering of beef animals, the chilling of their carcasses, 
hanging them for a period to enhance tenderness and flavour, and the sale of a 
large part of the supply as fresh sides, quarters or major cuts. Lower qualities, 
not suitable for “block beef” are boned out for processed meats, sausage 
products, etc. “Block beef” as it is called is the kind that goes into the fresh cut 
trade. 


The main trends in the operation include more rigid trimming and defat- 
ting standards, a more exacting retail specification as regards aging, and a 
trend, although not yet fully developed, toward more special cut preparation. 
Most of the final cutting and packaging is still done at the retail level. 


The best evidence available indicates the price trends for cattle and the 
price trends for carcass beef correspond very closely indeed. We have a chart on 
that. Mr. Adams will let you see it. We did not have time to let you have a copy 
in the deposition, but it shows that the price trends for carcass beef and for 
cattle for the last two years have run along fairly well parallel. 


As an example of this close relationship, the average price of choice steers 
at the Toronto market for the first 38 weeks of 1966 was 7.8 per cent higher 
than 1965. In the same period the average wholesale quotation for Canada 
Choice carcass beef, as published in the Livestock and Meat Trade Report was 
7.5 per cent higher than over the same period in 1965. 


A weekly charting of this same data shows the same general close 
correlation, as well as the fact that U.S. and Canadian prices for cattle and beef 
generally maintain a close relationship. 

Mr. Bennett the other day referred to the yield of Choice quality steers. I 
just worked out the figure for the week ending September 24—choice steers on 
the Toronto market according to Government market reports averaged $27.92 
per cwt. that week. So, if you take a 1,000-pound steer, the packer would pay 
$279.20. If you take the 57 per cent yield, which Mr. Bennett used the other day, 
he would have 570 pounds of carcass beef coming out of that steer. The 
bluebook shows—admitting the quotations might have their limitations—the 
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average price of carcass beef, wholesale, was 48.8 cents. So, for the 570 pounds 
of carcass beef the packer would obtain $278.16. That might be a surprise to 
some people. The packer pays $279 for the steer and gets only $278.16 for the 
carcass beef, assuming that yield percentage. Or, if you work it the other way, 
if the cost of the carcass beef is $279.20, at 57 per cent yield that would be a 
“dressed cost” of 48.9¢, and the wholesale quotation is 48.8¢. 


The value of hides and other beef by-products, while representing a small 
proportion of total value in relation to the carcass, is still of significance to the 
packer in his beef operations. I might say that over recent years the trend has 
definitely been for the by-products value to represent a smaller proportion of 
the value of the animal than normal due to substitutes for leather and 
decreasing markets in fats and other factors. 


It may be noted that last year beef cattle slaughterings in Canada were at 
an all-time high and sold at the fifth highest average price on record. The value 
of cattle marketed was estimated at $617.6 million, the highest figure yet 
recorded. This year’s figure just recently published shows that the farm cash 
income was $428.4 million for cattle and calves compared with $334.8 last year, 
or an increase of $93.6 million, or 28 per cent over last year. 


Pork Operations. Compared to beef operations, modern pork processing is 
much more complex since the decreased hog carcass which the packer buys is 
subjected to a wide variety of processing operations. 


The five primal cuts—ham, loin, belly, butt and picnic—are processed into 
many different forms. In all a pork processor may turn out from 100 to 200 
different forms of pork products, ranging from fresh cuts such as a loin roast, to 
a skinned, boneless, defatted ready-to-serve—there is a slight typographical 
error, that should be “ready-to-serve” ham or butt, which is cured and smoked, 
and may even be sliced. The trend has been to a greater degree of processing 
and preparation in pork products, which in many cases leave the packing plant 
in the final consumer package. 


While pork products enjoy wide acceptance by the consumer, the whole 
industry, from producer to packer, has been devoting increased attention to 
ways and means of maintaining the market position of pork in relation to beef 
and poultry. I might say that three National Swine Conferences have been held 
in the last three years, and they resulted in new market proposals for grading 
hogs and we are engaged in discussions with the Canadian Swine Council in 


implementing this new step, which would be a forerunner in any country, as far 
as I know. 


The output of pork in Canada and the United States has not been keeping 
pace with the rapid gains shown by the beef and poultry industries. Due to a 
declining trend of North American pork output, hog prices in Canada early in 
February this year reached an all-time high of over $44 per 100 pounds in 
Toronto. 

While hog markets have declined from these record levels since, it may be 
of interest to point out that packers have paid Canadian hog producers an 
average of $56.71 per hog for the 4,679,000 hogs graded in the first 37 weeks of 
1966. This compares with an average of $46.36 per hog for 5,132,100 hogs 
marketed in the first 37 weeks of 1965. This is a difference of $10.35 more per 
hog in 1966. Looking at it overall, meat packers have paid $27 million more this 
year for 452,400 fewer hogs, or 11.5 per cent more for 9 per cent fewer hogs. 

Looking at the overall relationship of hog prices at one market, Toronto, 
and the wholesale prices of major cuts over the year to date, the cumulative 
average price of hogs is 16.4 per cent higher than in 1965. In the same period 
the wholesale price of fresh loins—Livestock and Meat Trade Report—has 
averaged 163 per cent higher, smoked hams 16 per cent higher, side bacon 17.4 
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per cent higher, with smoked picnics and cottage rolls showing average price 
increases of 29.1 per cent and 24.9 per cent respectively. However, I did not 
mention any of the other prices. Lard prices have remained virtually unchanged 
from last year. In the case of fresh shoulders there has not been much increase. 
In the case of pork sausage there has been a very small increase. 

With respect to bacon, to which a good deal of reference has been made, 
there are a number of facts which should be pointed out: 


1. Sliced bacon has become a special commodity in constant demand and 
with special demand characteristics. 


2. The belly of a hog, from which side bacon is made, comprises only about 
13 per cent of the carcass. During processing, it is derinded, trimmed and 
smoked, so that the final out-turn of product is further reduced. 


3. Only part of the bacon from a slab is suitable for the packer’s first brand. 
This is highly variable as the quality of the belly is related less to the carcass 
grade than any other cut. 


4. When hog prices were rising to their record high during last winter, 
processors were unable to secure a corresponding increase for bacon. 


5. The relationship between wholesale prices for bacon and other cuts tends 
to constantly change, according to combined domestic and export demand and 
supply conditions. When one cut goes down another cut has to come up, or the 
packer must try to buy hogs for less, or experience unprofitable pork opera- 
tions. 

In view of the relative price elasticity of demand for bacon—and I would 
take it we are relatively inelastic in demand—the natural result is that it is 
likely to command a high price when there is barely enough, or less than 
enough, to fully satisfy the market. By the same token, when it is in ample 
supply, it is usually difficult to sell all that is available even at substantially 
reduced prices. 

Earlier this year, Canadian packers were faced with substantial outlays in 
redesigning bacon packages and resulting equipment changes in order to 
provide the type of package consumers wanted in order to see a full slice. This 
represented a substantial additional cost to the industry and possibly is a 
further factor with respect to the current level of bacon prices. At the same 
time the bacon purchaser now has the opportunity to select bacon in line with 
varying preferences as to leanness or fatness. 

Over the weekend I did a little further thinking about this and I have a 
further statement I will be glad to submit in the discussion, and I will not take 
time to read it at the moment. 


Co-Chairman Senator CROLL: Go ahead now, please. 
Mr. LECKIE: Would you like it read now? 
Co-Chairman Senator CROLL: Yes. 


Mr. LEcKIE: I was working at rather high speed on Friday, and I took a 
little further look at the whole thing on Saturday. This is a supplementary note 
on bacon price patterns. 

In considering the pattern of side bacon prices at the wholesale level there 
appear to be two main aspects: First, the factors related to the prevailing level 
of prices; and, second, the factors concerned with the relationship of bacon 
prices to those prevailing for hogs and other hog products. 

First, why bacon is currently priced as it is. The reason why breakfast 
bacon is currently selling for what it is, is basically very simple, in economic 
terms. I am, of course, talking only from my standpoint about wholesale prices, 
because I have nothing to do with retail prices and nothing to do with wholesale 
prices, but I am only talking about the wholesale level and I am not trying to 
explain retail prices at all. For every commodity it is possible to arrive at a 
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demand schedule of the total quantities which buyers will take at various 
prices. As prices rise, other things being equal, less will be bought; as prices 
fall, by the same token, more will be bought. The relationship of quantity taken 
to price is also related to the relative price elasticity of demand for the product. 
If the demand is relatively inelastic, which appears to be the case with bacon, 
purchases will not taper off too sharply as prices rise, nor will they increase too 
dramatically as prices fall, at least in the shorter run. 

One can only conclude, therefore, that the present demand for bacon is 
such, that the amount currently available is able to move into the market at 
current prices. Until supplies are found to be backing up, or until supplies 
increase, there is no real economic pressure for a price change. 

It should, of course, be noted that the demand for bacon sold by processors 
at the wholesale level, is what is known as a ‘“‘derived’”? deémand— 


Co-Chairman Senator CROLL: What sort of a demand? 


Mr. LEeckiEe: A derived demand. That is, it is a reflection of the demand at 
the retail or consumer level. Retailers in negotiating week by week with bacon 
processors regarding quantity and prices, are naturally conscious of how bacon 
is moving. Whenever processors find they can no longer sell all their production 
of bacon to the domestic retail trade plus whatever export markets they may 
have, they are faced with two main alternatives, in view of the fact that bacon 
production is virtually the sole outlet for bellies. 


These alternatives are: 
1. To lower prices so that it will all move. 


2. To freeze and store fresh bellies for later processing if they feel the 
situation is temporary and the risk not prohibitive. Obviously, they would 
generally consider it unwise to store shortly before a period of seasonal or 
cyclical increase in hog supplies was anticipated. 


In any given situation, not all processors may make the same decision at 
the same time. But, if a significant number of processors accept lower wholesale 
prices, all are soon forced to follow suit. 

If the wholesale price of bacon falls, a processor either has to try to obtain 
an offsetting higher return for some other hog products, or try to buy hogs a 
little cheaper. Competition limits the ability of any individual processor to do 
either, but important changes in the situation eventually result in a general 
industry adjustment of some kind. 

I turn now to the other subject, the present relationship of bacon prices to 
prices of hogs and hog products. The complete hog package which the packer 
buys contains a variety of components of which from 60 to 65 per cent by 
weight are the five main cuts—the ham, loin, belly, butt and picnic. These 
primal cuts make up the larger part of the commercial value of the carcass. 

The belly cut, from which breakfast bacon is processed, makes up only 
around 13 per cent of the carcass weight. Although the belly yield varies from 
ae to hog, the average 155 pound hog produces about 20 pounds of rough belly 
cuts. 

The belly cuts, during processing into side bacon, are trimmed according to 
each packer’s standards, the skin and some attached fat is removed, and the slab 
is cured and smoked, then sliced and packaged. As a result, the final yield of 
sliced bacon is significantly less than that of the original fresh belly. Also only 
part of each belly is suitable for the packer’s first brand of bacon. Some of it 
may go into second or third brands, and there are also small pieces and ends to 
dispose of. 

Obviously, therefore, the price finally realized by the packer for bacon, 
which comprises only a small part of the whole carcass, will not necessarily at 
any given time bear a close relationship to the complete carcass price. Some- 
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times the price which can be realized may be relatively high or low compared to 
either other main cuts or the carcass, due to current marketing situations. 

This has been well illustrated in recent months. When hog prices started to 
advance in June, 1965, wholesale prices for bacon also advanced. However, by 
the time hog prices reached their record all-time high early in 1966, wholesale 
bacon prices were lagging far behind. 

For example, during the week ended July 22, 1965, according to data 
reported in the Live Stock and Meat Trade Report, the Toronto price for Grade 
A hogs was $36.67 per 100 pound, while the average wholesale price for top 
grade sliced bacon was quoted at 90.4 cents per pound. 

By the week ending February 5, 1966 hog prices had advanced to $44.05 
per 100 pounds, or $7.38 per 100 pounds higher than the previous July, 1965 
week quoted. Yet the average wholesale bacon price quoted for February 9, 
1966 was only 91.6 cents per pound—only 1.2. cents above July, 1965. 

A reverse situation has prevailed more recently in 1966. Hog prices have 
declined from their record early year levels without a corresponding reduction 
in bacon prices. However, for 1966 to date, compared to the same period of 
1965, the percentage increase in the average cumulative wholesale price for 
bacon is only slightly greater than that for hogs. Thus indicating that the two 
situations more or less right themselves, or compensate for each other. 

At the same time that wholesale bacon prices have remained relatively firm 
in response to demand and supply conditions, prices for some other hog 
products—for example, hams—have declined. It has been very unusual to have 
bellies occasionally commanding higher prices than other normally higher 
priced cuts. 

Certain other unusual factors also were present from the latter part of July 
to the end of September. These included the strike which closed the plants of a 
major packing firm, as well as the rail strike which affected product movement 
for about two weeks. 

Although during the strike other plants were able to handle all the 
livestock marketed by working overtime and hiring extra gangs, the marketing 
situation for hogs was particularly tight in Ontario. The Ontario Hog Producers 
Marketing Board on a number of occasions in September had to hold unsold 
hogs over for short periods, and also requested truckers and producers to delay 
deliveries during congested periods when plants were working to maximum 
capacity. During the period the normal differential in prices between western 
Canada and eastern markets narrowed considerably. The seasonal peak in 
western hog marketings occurs later than in the east, not generally coming until 
November and early December. 

The interaction of these various factors seems to have largely accounted for 
the recent strength and stability in belly and bacon prices, which could logically 
be expected to persist until there is a marked change in supply and demand 
relationships. 

I have just one other thing I should like to say in conclusion, Mr. 
Chairman. It is a general observation. In looking at food costs as a component in 
the rising cost of living there appears to be a tendency to start with the premise 
that if food costs are higher than they have been at a previous point of time, 
then some segment of the food economy is ‘‘to blame” for the situation. 

Using this approach with regard to pork product prices at the present time 
it would be possible to ascribe varying shares of responsibility, and possibly 
quite unfairly, depending on who wanted to prove what, on the producer, the 
processor, the retailer, the consumer, or the Government. 

Obviously, before fingers can be pointed at any segment, the full facts must 
be appraised fairly and objectively, and, I would suggest, they may very well 
show that no party deserves any real “blame” for the situation. 

Thank you. 
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Mr. Ouson: I should like to refer to page 8 of your submission where, in the 
fourth paragraph under the heading “Beef Operations” you give an example. 
You say: 

As an example of this close relationship, the average price of choice 
steers at the Toronto market for the first 38 weeks of 1966 was 7.8 per 
cent higher than 1965. 


And then you go on to say: 
In the same period, the average wholesale quotation for Canada 
choice carcass beef, as published in the Live Stock and Meat Trade 
Report was 7.5 per cent higher than over the same period in 1965. 


I believe you said something else in your remarks—I am not quoting you 
exactly, but it was to the effect that there was a very, very close relationship 
between the price paid to the producer and the wholesale price. In other words, 
you said that the wholesale price was very sensitive to the prices paid to the 
producer, and that this was reflected almost immediately. 


I am not disagreeing with these figures, because when I look at Table II of 
the appendices attached to the submission made by the Department of 
Agriculture last week I can see that there is an increase over that period of 38 
weeks that you talk about, but from January, 1965 to January, 1966 there was a 
substantial increase—something over $4 per one hundred—it was $23.56 in 
Toronto for choice steers and it went to $27.74—and yet when I look down the 
column to June, July and, even, August of 1966 as compared with 1965 I see 
that there was a decline, but there was no corresponding decline in the retail 
price, and I assume that there was no corresponding decline in the wholesale 
price from January to June, and in July and August. 

I am curious and puzzled about this, because if we are going to substantiate 
what you have suggested—I am not prepared to disagree with you at the 
moment—then there should have been a substantial increase in the wholesale 
and retail price of the cuts from choice steers in January, February and, even, 
March, but they should have come back down again in June, July and August, 
but they did not. Would you like to explain why this happened? 

Mr. LEcKIE: Maybe they did not go up in the way they might have been 
expected to go up. I would not try to claim that at all times—I cannot in all 
conscience say anything about the retail relationship, because you are talking 
about cuts and you are subdividing, and you are getting into retail pricing 
policies and practices. You are going to have the retailers before this committee, 
as I understand it, at a later date. I am not an expert in their business. 
However, I think you are correct that in the early part of this year there was 
not quite as good a relationship between wholesale beef as there was a year 
ago; but we had such a relationship for a period a year ago, and the year before 
that, when I wondered how packers were making out and paying the prices for 
cattle in relation to what the wholesale quotations were. However, the Sep- 
tember figures show that they came up by $2. We have a fairly strong market 
right now, and there is a new trend with cattle prices becoming quite strong. 

Mr. Ouson: Is this an unusual thing, Mr. Leckie, or has it happened before, 
that there can be entirely wide fluctuations between a month in one year and 
the same month in the next year without a corresponding very sensitive re- 
sponse, as I believe you referred to it. 

Mr. LecKtE: Do you mean in cattle prices? 

Mr. OLSon: Yes, I am talking about cattle prices. 


Mr. LECKIE: Are you asking how we defend the $2 increase from August to 
September? 
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Mr. Otson: No, I am asking why the wholesale and retail price structure 
did not follow the prices paid to the consumer as closely as I think you claimed 
that they consistently do? 

Mr. LECKIE: Well, there is of course the American market to consider, 
which has a big effect on our prices, because if we do not maintain a certain 
relationship when American beef comes in we will have difficulty selling it. We 
had quite a heavy production of cattle about the first half of the year, and we 
had a situation recently when the output of cattle started to go the other way, 
and actually during the period the strike was on, beef production, that is, cattle 
output, was on a much more reduced trend. Naturally, under those circum- 
stances, you have good demand for your beef and the price of cattle goes up and 
often the wholesale price does not immediately reflect that. 

Mr. OLson: Do you think that the retail price has not followed the 
wholesale price fairly consistently in 1966? 

Mr. LEcK1E: I do not know whether it has or not; Iam not an expert. 

Mr. OLSON: Would you suggest someone we could ask about that? 

Mr. LEcKIE: I believe the trade, some of the processors who are members, 
might be asked. 

Mr. OLSON: We are consistently being troubled by witnesses who claim they 
only know about one level and do not know what happens in the other level, 
and we are keenly interested in what happens to this price structure at all 
levels in the same place at the same time. 

Mr. LECKIE: I am quite confident that over any reasonable period—as we 
showed on the chart of cattle and beef prices, the lines run along very closely 
parallel; they veer a little one way or another, but they are bound to come fairly 
close, because that is the only outlet the packer has for his beef. He buys his 
cattle in relation to what he is realizing on it wholesale. If there is any undue 
margin in beef somebody else will come in and drop the price, and that will 
bring it back to a very close relationship. 

Mr. Otson: Do you think the packers were losing money in the first three 
months of 1966? 

Mr. Leckie: Do I think that? I have no figures on any of their price returns. 
Canadian packers do not issue quarterly or semi-annual statements. American 
packers seem to do that. 

Mr. Otson: I was interested in your opinion, because you are on a full-time 
basis involved in the packers operations, or at least to some extent. 

Mr. LEcKIE: I talk to them quite often, but not about how they are doing 
financially, as a rule. Do you mean, how are they doing financially? 

Mr. Otson: What I am saying is this, that if they were not losing money in 
January, February and March of 1966 and there has been no reduction in the 
price of beef at the retail level since those months at this very low margin they 
claim, somewhere around one per cent, they must be either making a lot of 
money then or losing money in their operations, because it has gone down, oh, 
something over two cents a pound. 

Mr. LEcKIE: In February, for example, according to wholesale beef prices 
quoted by the Canadian Department of Agriculture’s livestock and meat report, 
the first week in February choice beef was quoted at 50.2 cents per pound. The 
latest quotation is only 48.8 cents per pound. 

Mr. OLson: Fifty cents was for what month? 

Mr. Leckie: That was early in February, when it was around 50. During 
January it ran at about 47.5 up to 49.9, and the first week in February, 50.2, and 
then it went down to 48.4. Those latter quotations are not far from now, and 
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prices for cattle now are between 27.0 and 28.0, just what they seemed to be 
back there. I do not know of any indication of greater earnings. 


Mr. OLson: But in July and August it was 25.6, not 26.0, 27.0 or 28.0. Is 
there any explanation why there was not a decline in price there? 


Mr. LECKIE: On carcass beef? 

Mr. OLSon: I am speaking of the monthly average I have for choice steers. 

Mr. Leckie: According to the blue book, in the first week of July the figure 
is 44.5. Beef prices dropped at that time. 

Mr. OLSON: Do you have these tables in front of you? 

Mr. LECKIE: I have Mr. Bennett’s table. 


Mr. OLson: Table VI shows essentially the same thing. It shows that Grade 
“A”? carcasses in September were down to 39.92. I appreciate some of the 
explanation respecting variations in price of bellies and bacon, that it does not 
always follow that the prices will be the same for the whole carcass, but this 
table shows a substantial drop in the neighbourhood of 25 to 30 per cent. Should 
not some of that be reflected in the price of bacon? 


Mr. LEckIE: All I can tell you is that according to any published financial 
statements of meat packers here or in the United States, almost continually 
from 1964 and 1965 they were making statements that poor markets and 
adverse hog margins were responsible for all their financial difficulties, and that 
actually prices that were prevailing in that period apparently were just not 
enabling them to operate on a decent basis at all. 


Mr. OLson: Would you have any comment to make in so far as the list 
prices, and what appears to be a deviation there in respect to the normal 
sensitivity to prices paid to producers in these three months of July, August and 
September—the relationship between this change and the pattern of the Canada 
Packers strike? 


Mr. LEckIE: As I indicated in a supplementary paper, I think the strike had 
its greatest effect in Ontario as all the hogs in the whole country were handled, 
by and large. But in Ontario the Ontario Hog Producers Marketing Board made 
statements several times that they had hold-overs, and the local market was 
overloaded, particularly in September, so the main plants were trying to handle 
these hogs by working overtime, and with extra gangs, and working at nights, 
with overtime charges. 


Mr. OLSON: When you speak of being overloaded, you are only talking 
about the operation of the packing plants, not about the wholesale and retail 
market being overloaded? 


Mr. LEckIE: No, because there was the same quantity of livestock and meat 
available, whether there was a strike or not, so I think the consumers got the 
meat uninterrupted. They did not get some of the brands and processed meats, 
but the situation got handled somehow. 


Mr. OLSON: You do not think that because of some lag or lessening in the 
competition, it is one of the causes holding these prices up, when the prices on 
the livestock market were declining? 


Mr. LecxtE: I do not think so, but if you have the operating people in here, 
ask some of them what they think about some of these situations. The strike 
took a substantial proportion of capacity off the market, but the rest of the 
people picked up the slack. That is what we have been saying for some time. 
Part of the trouble with the industry is this excess capacity. This is not a costly 
thing. You get more capacity by hiring more men and working more hours, and 
then hiring more men. The key factor is in the cooler space. When you fill the 
coolers, you are through. It is like that with the industry, with this capacity, 
and it is fortunate as far as livestock producers are concerned. 
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Mr. OLtson: How much of the total capacity in Canada does Canada Packers 
have? 

Mr. Leckie: Honestly I do not know. The Government could produce figures 
on the kills. I have not got them. 

Mr. Ouson: On page 3 of your brief you talk about marketing and the 
present structure for livestock. You say there are three distinct levels or stages 
involved in the marketing process. Somewhere else in your statement you say 
that really the processor and the wholesaler in most cases is the same firm. 
Where is the weekly or the daily price that is offered by the packer buyers in 
the livestock auctions—where is this established? Do the major chain stores, 
who have a very large part of their store in the meat department, do they bid in 
advance to the packers as to what they are willing to pay for sides of choice red 
or blue, or any other grade? And is this a determining factor in determining 
what the buyers bid when they go into the livestock auction markets? 

Mr. LEcKIE: I would not say they bid in advance for the cattle. No, not 
cattle that are being bought that day by the packer. There is a constant process 
going on. The packer has beef in his coolers at all times—at certain times of the 
week, especially. The chain store buyers are negotiating with the packer for the 
beef that he has. They come in and select it and stamp it, as I understand it. 
Perhaps I should not even talk about this, because I have only seen this 
indirectly and I have not got direct knowledge. Certainly with respect to the 
return the packer is getting for beef at any particular time, when sending his 
buyers out to buy cattle they are figuring what they should buy the cattle at to 
hang the beef in the cooler, a price commensurate with what he is getting for 
the beef. 

Mr. Oxuson: This beef moves through very rapidly and is never more than a 
few days of the week at most in storage. There would never be more than a 
week’s supply in storage. I am wondering why it is the buyers go out one day 
and are willing to pay up to 26 cents or 27 cents, and the next day, or even later 
that week, it can be off a cent and a half or two cents. You do not think there is 
any relationship between this and what the meat retailers have indicated they 
are willing to pay for that week? 

Mr. LecKt1e: I could not really answer that at all. I would prefer that you 
ask the members of the trade. I expressed the opinion that I did not think that 
the packer was operating on any future contracts to the retailer. I think this is 
done currently week by week by the retailer and meat packer by negotiations. 
That is the way I understand it. Beef is not stored. You never store fresh beef. 
You only store manufacturing beef. You would not think of freezing fresh beef 
carcasses and holding them off the market. So there is a lag between the time it 
is slaughtered and the time it goes into store of about 10 days or more, after 
they take delivery of it. They buy these when delivered after the aging period is 
completed. This is the buying cycle and they try to buy cattle in line with what 
they are getting for beef, and they are trying to end up with a margin. It is the 
tightest business I know anything about. It is a fluctuating business at both 
ends—trying to keep costs down and trying to end up with a margin. You 
cannot say you bought at this price, you will add this and you will get this 
result. That does not work in the packing industry. 

Mr. Ouson: Are you likely to think there is any discussion or agreement 
between packers as to how many cattle they are going to buy in any given 
market, or week or day? 

Mr. Leckt1e: I do not know whether I should answer it, but if you force me 
+o answer it I would say I do not think so, but I have no personal knowledge of 
that—absolutely, I do not know. This is contrary to all packing house opera- 
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tions. They are competitive, they want to sell as much beef as they can, they 
want to utilize their plants and actually each one wants to buy as much as he 
can. 

Mr. Otson: I have one final question. I asked this before but in a different 
way. Is there anyone in Canada, to your knowledge, who does have the figures, 
the prices paid to the producer, the prices sold at wholesale, and the retail 
price—for the same place, the same data? 

Mr. LEcKIE: Daily, say? 

Mr. Ouson: Well, even if it was only spot checks, as long as we are 
reasonably sure that there will not be some other variable factors that get in to 
confuse us. I want to know, if it is the market at Toronto, Calgary or 
Vancouver, and on the same date, where these spot checks are made. 

Mr. LEcKIE: The only reliable and official source of cattle prices we have 
got is the daily price given by the Department of Agriculture reporting service. 
That is the best price we have. 

Mr. Oxson: They were here and they told us that they did not have the 
figures for wholesale and retail prices. 

Mr. LECKIE: But they have cattle prices and they publish the wholesale 
price in the blue book, although we have helped set up channels for this and I 
am not any happier than they are about many aspects, because this is a 
complicated thing and requires a lot of detail and reporting. Those are only 
weekly average prices, the wholesale prices or the retail prices, the D.B.S. does 
work on those. The Department of Labour used to do it but I do not think they 
do so any more. There are some private firms who do some work on this. There 
is a firm in Toronto but I do not know if I should put in a plug for anybody. 
The name of that firm is the Ambler Reporting Service. They in turn publish a 
compendium of retail prices which they get from consumer ads. 


Co-Chairman Senator CROLL: How long have you been with the Meat 
Packers Council of Canada? 


Mr. LECKIE: Sixteen years, beginning in 1951. 


Co-Chairman Senator CROLL: The reason we called you as a witness is that 
we did not want to call all the packers unless we had to—but we have time to 
call them all. We thought you might give us this information, which we 
ordinarily felt was within your capacity. When you tell us where else we can 
find information, we know that. We are aware of these things. Your purpose 
today, as I understand it, is to give us information. You know the purpose of the 
hearing, I am sure, and your clients, the Council, know it also. That is what we 
are interested in, straightforward answers, to the best of your ability. I am not 
at all impressed when you tell me that you do not know whether the companies 
are making or losing money. I should think that would be a subject of 
discussion at all times at the Packers Council. 


Mr. LECKIE: Well, it is not. We interpret that as more or less out of bounds 
of our reference. Actually, some of our members would probably leave the 
meeting if this were discussed. 


Co-Chairman Senator CROLL: Mr. Leckie, at page 3 you point out that there 
are three distinct levels. Mr. Olson asked you about producer to packer, packer 
to retailer, retailer to consumer. He asked you questions as to whether you 
could produce for us comparable figures in comparable locations. Is there any 
reason why you cannot have those produced for us? 


Mr. LEcktE: There should not be any trouble producing livestock prices and 
wholesale prices. 


Co-Chairman Senator CROLL: No. Just what you have said—producer to 
packer, packer to retailer, retailer to consumer—on beef and hogs. Why cannot 
you have that for us, giving comparable locations at comparable times? 
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Mr. LeckrxE: I think an economist, from the information that is available, 
could produce this, given a little time. This is about the only way it can be done. 


Co-Chairman Senator CROLL: I did not say an economist. We asked you, on 
behalf of the Council, why you cannot produce them for us? 


Mr. LECKIE: I have nothing to do with the third stage, retailer to consumer. 
That requires some kind of study or investigation of the retail prices prevailing 
at any particular time. I do not think that is our business. As a Council we have 
no figures whatsoever. The wholesale prices realized to packers are already 
published in two sources, and that is the best I can do for you there. If you like, 
we can, as Council, use our office to do something, if you direct us. Normally, we 
do not do this, because we do not think it would be proper for us to compile 
wholesale prices. 

Mr. OLson: May I ask if they have any figures on what it would cost to 
process one, two or hundred, or any given number, of choice steers? 

Mr. LEcKIE: I have no figures, because we feel that it would be an improper 
exercise of the Council to give costs for our members. 

Mr. Manpziuk: Mr. Chairman, I have a supplementary question on the 
subject of bacon. I was interested to see mentioned on page 10, in number 3, 
that only part of the bacon, or slab, was suitable for the packer’s first brand. 
Does the packer designate on the packaged product, or on the slab, that it is 
first brand, second brand, or third brand bacon? And if not, why not? 

Mr. Leckte: I think the correct answer would be that, generally speaking, 
he does not indicate whether it is first, second or third brand, because he 
advertises his first brand. His first brand is his advertised brand, and he 
assumes that most people know what his first brand is. Now, there is no 
regulation requiring him to do so, but I do know of one packer who identified 
three qualities of bacon, for example, but he just did that on his own. As far as 
I know, he is still doing it. He is one of the fairly larger packers. 

Mr. Manpziuk: May it not be a factor that the packers sell first, second and 
third brand bacon, whether in slab form—and I know that you can buy the slab 
form in any of the stores—or otherwise, to retailers at one and the same price? 
Why try to justify that he gets three different types of bacon. 

Mr. LEcKIE: I am positive that that is not the case. 

Mr. Manpziuxk: I am positive that it is, sir, because I know a retail store in 
my own town which gets two or three slabs of bacon, and I, ignorant as I am, 
can tell that it is not first grade bacon, but he is charged for first grade bacon by 
the packer in Winnipeg. 

Co-Chairman Senator CroLL: Gentlemen, in this order, Senator O’Leary, 
Mr. McCutcheon and Mr. Allmand, without supplementaries. 

Senator O’LEARY (Antigonish-Guysborough): My first question, Mr. Chair- 
man, to Mr. Leckie is on the structural organization of the Meat Packers Coun- 
cil of Canada. Do you have a membership as such? 

Mr. Leckiz: Oh, yes. We have at present 27 member organizations that 


operate 54 plants. The leaflet that we distributed lists our members, although it 
is not right up-to-date. We have two or three members in addition to that. 


Senator O’LEARY (Antigonish-Guysborough): These are all packer or- 
ganizations? They are processors? 

Mr. Leckie: The members are all packing companies. Either they are 
slaughtering processors or they do not slaughter but just process. However, 
they are inspected by the Health of Animals authorities as to the quality of 
their meat. 

Senator O’LEARY (Antigonish-Guysborough): You do not have any produc- 
ers as members? 
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Mr. LECKIE: Yes, we have the First Cooperative Packers of Ontario, who 
have been members for 20 or more years. We have Cooperative Federee in 
Quebec, one at the Saguenay (Lachine) and also in Nova Scotia there is the 
Cooperative Abattoir in Halifax. 

Senator O’LEARY(Antigonish-Guysborough): All right. On the first page 
of your brief, in the last paragraph, it is stated that during the history of the 
Council it has worked particularly closely with the producers, and then it gives 
the obvious reasons. Now, by “working closely with the producer”, I assume 
you mean that your chief function is gathering information and contributing 
that information to the industry as a whole. 


Mr. Leckig: That is one of the functions. We gather general information 
about various aspects of the industry and put it out to anybody who would like 
to have it. 


Senator O’LrEary (Antigonish-Guysborough): And your Council is financed 
by your member organizations, whether producer or processor? 


Mr. LEcCKIE: Correct. 


Senator O’LEARY (Antigonish-Guysborough): Now, in the distribution of 
this information, for example, what type of information would you give to the 
producer? With what type of information would you supply him? 


Mr. Leckie: For a large number of years we published what was called a 
“Letter on Canadian Livestock Products,” which I believe all members received. 
Now, just at the present time, we are re-appraising that, because farm press 
channels have become slightly different now, and we just wonder whether this 
has outlived its usefulness as a type of communication. 

We also put out “Weekly Facts Figures and Comments’, which is a kind of 
digest of market trends, including anything of interest in the livestock, meat 
industry, and anything which we glean from the publications we receive. We 
pick out parts for busy people who have not the time to read all these publica- 
tions, and we put those out; and we publish the “Canada’s Meat Industry”’, of 
which you have a copy. That is the type of information we send out. 

I would like to correct one thing you said. While some of our members 
include these co-operative processors, we do not have the livestock organiza- 
tions as such. We work with them and sit down at meetings to discuss any 
problems they want to talk about, but they are not members of our Council. 
Only the co-operative meat packing plants are members. 


Senator O’ LEARY (Antigonish-Guysborough) : Does the Dominion Bureau of 
Statistics seek any statistics directly from the Council? 


Mr. LEecxKIE: No, not directly from us. We assist them. We sit down with 
them when they have a problem they want to talk about: for example, what is 
the best way to do something or what products are involved. We sometimes talk 
to them and we give them any help we can. 


senator O’LEARY (Antigonish-Guysborough): The same thing would apply 
to the Department of Agriculture. 


Mr. Leckie: Exactly. 


Senator O’LEARY (Antigonish-Guysborough): I have just one final question 
which has to do with bacon, a subject you discussed at some length. I was very 
interested in your mention of the charts showing 13 per cent bacon bellies from 
100 pounds of pork. I would expect you, personally, to be an expert on this 
subject. What is the normal duration of the process of curing bacon from the 
fresh cut to the consumer? What length of time does that take, approximately? 


Mr. LECKIE: Well, it has gone down from what it used to be. They used to 
cure bacon in brine and then dry cure it in a box, but now it is done quite often 
by an injection process. I would say it has gone down from three or four weeks 
at one time to probably a week or ten days now. 
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I would like to have the opportunity to file a closer estimate with you, 
because it might be even less than 10 days; but it is only a few days now from 
what it used to be. 

Senator O’LEARY (Antigonish-Guysborough): Thank you very much. 


Co-CHAIRMAN Senator CROLL: Mr. McCutcheon, Mr. Allmand, Mr. Otto and 
Senator Carter. 

Mr. McCutcHeon: Thank you very much, Mr. Chairman, Mr. Leckie, I 
am sure that you agree with us that we are not anxious to blame anyone in 
particular. We just want to find out what is really going on. Therefore, I would 
like to refer back to your prices for pork. You said that in July of ’65, they were 
$36.67 and the wholesale to retail price was 90.4¢. In February it was $40.05 
and the wholesale to retail was 91.6.¢ There is just a little increase there. 

They are now down to $33 live weight, I am told. Would you assume, 
therefore, that the wholesale price would be in the 80¢ range at the present 
time, if it follows that trend? 

Mr. LECKIE: Would I assume that it is or that it should be? 

Mr. McCuTcHEON: Yes, that it should be. 


Mr. LEcKIE: No, I would not, because, when prices were approximately $36 
in July, and when the price of bacon was as quoted, if thata wholesale quotation 
from the Meat Trade Report can be taken as substantially correct, my impres- 
sion would be that the wholesale price was much too low for that level of hog 
price. All pork processors in Canada and in the United States in the last two 
years have been complaining bitterly over losses on pork operations. Appar- 
ently, therefore, they were not getting the prices they should have had in order 
to cover their costs at wholesale. 

Mr. McCutcHeEon: Do you have any more up-to-date figure than February 
of ’66 on what the actual wholesale price of pork is? We know that it is $1.29 in 
the stores for bacon. 


Mr. LEcKIE: I have just what has been quoted in the “Weekly Bluebook,”’ 
and the latest figure I have is for the week of September 23 and that is only for 
Toronto, and that is a matter that has to be taken into account. You cannot take 
one market in the country and assume that prices will be the same all over the 
country. However, fresh pork loin was 72.4 in Toronto and smoked ham was 
91.3. It has come down about 7 or 8 cents since the end of July. 

Mr. McCutcHEoN: What are your 91.4 and 91.6 figures made up of? Can 
you not give me the same thing... 

Mr. LECKIE: I can give you the same quotation. 

Mr. McCutTcHEoNn: I mean based on the same calculation. 

Mr. LECKIE: For what date? 

Mr. McCutTcHEon: It confuses me when you start giving the various figures 
for various cuts because you did not in the earlier figure. You gave a flat 
wholesale price. 

Mr. Leckie: I did not give the flat overall figure. This was in the 
supplementary statement I read—90.4¢ That was the wholesale price for No. 1 
sliced bacon. 

Mr. McCutcHeEon: I am sorry, I missed that. What is it now that brings the 
G33. ASV AVE RKTLON di, LObaly LQ, Loo! 

Mr. LEecKrE: I said I was not going to talk about the retail price. However, I 
would mention an example at home. We have a freezer, and recently there were 
four pounds of bacon which my wife bought within three or four weeks, and. all 
No. 1, and all at 99 cents. Of course, I should not be talking about retail prices. 

Co-Chairman Senator CROLL: But we want you to talk about retail prices. 

Mr. McCutcHEoN: What your wife bought was a “loss leader,” wasn’t it? 
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Mr. LECKIE: It was a “special” if you want to call it that, but we are now 
getting into retail prices. The wholesale price of bacon is given in the blue book, 
the most current one of which is September 23. At Toronto only for No. 1 sliced 
bacon we have the figure of 99.7 cents. That is the average for packers selling in 
the Toronto area. 


Mr. McCuTcHEON: A survey which took place last week in the Ottawa and 
Toronto areas arrives at a price of $1.29 for bacon, give or take a penny. I can 
only assume that what your wife got was a “‘loss leader’’. 


Mr. Leckie, how long a period should elapse before retail prices follow 
producers’ prices? Should it be one month, two weeks, three weeks—how long 
should it be? 


Mr. LEcKIE: If you are talking simply about how long it takes products to 
come from a live animal that the farmer has just marketed to the products 
bought in the stores, this period may be fairly short. It may be within a couple 
of weeks. If it is fresh meat, it may be within a few days. If it is cured meats of 
various kinds, it might be longer. But as far as the length of time is concerned, 
if you are talking about an individual product, you may have a different supply 
and demand situation for an individual product. 


Mr. McCuTcHEON: According to our grading standards, how many types of 
bacon are sold? 


Mr. LEcKIE: There are no grading classifications for bacon. By that I mean 
Government classifications. The packers have approximately three levels, one, 
two and three. 


Mr. McCutTcHEoNn: Could I now change for a second and ask a question 
about beef? How many grades of red brand beef do the packers sell? 


Mr. LeEckIE: There is only one grade of red brand beef—Canada choice. If 
you are asking whether it is all sold at one price, I think the answer is probably 
“No.” There is always a range shown in the blue book for the prices of choice 
beef. Some may be overfinished and some may be underfinished by a producer. 
But there is only one brand of choice beef—it is either red brand or it isn’t. 


Mr. McCutcHEon: There is no variation in this? There isn’t a top “A” and a 
bottom ‘A’’? 


Mr. LEcKIE: Well, of course, some cuts may be considered as being better 
by one customer than other cuts. 


Mr. McCurTcuHeon: It is a question of the choice of label that the retailer 
puts on? It is a matter of his choice? 


Mr. Leckte: If it is graded by Government graders, that brand stays on it 
and it cannot be changed. If it is Red Brand Canada Choice, then it stays red 
brand Canada choice and it would be illegal to mark it otherwise. But that does 
not mean that it is all sold at the same price. Some of it might be better 
according to one customer. Then there is the question of weight selection too. A 
retailer might want 500 to 650 lbs., and he would not want it lighter or heavier. 


Mr. McCuTcHEeon: Can you tell us how much of the total sales of the 
industry is obtained from by-products? 


Mr. LEcKIE: I cannot answer it offhand, but I could try to get an estimate. 
It would not be too high, but I would not like to guess at it. 


__ Mr. McCutcHEon: On page 6 of your brief you point out “since the 
industry has over a period of years shown a net earning equal to one per cent 
on sales, or less.” May I ask this question? That is an infinitesimally small 


percentage. Would you care to comment on the industry’s net earnings on 
capital invested? 


Mr. LEcKIE: Yes, I can give you a figure on that. Here, again, we depend 
upon the companies that publish financial reports, and that is a relatively small 
number. That is a relatively small number of the total, but Taxation Statistics 


CONSUMER CREDIT 279 


which I have here include a tabulation of all the packing companies who pay 
income taxes, and in 1963, which is the latest figure available—it is the 1965 
book, but the figures are for 1963—the net earnings of the industry as a 
percentage of the net worth, which is my interpretation of capital, was 8.3 per 
cent. That is lower, I believe, than a considerable amount of other manufactur- 
ing industries and lower than all food and beverage industries. 

Mr. McCurcHEoN: I can understand that, if what you tell us about a 
1,000-pound steer selling to the packer for $279.20, and he processes it and it 
comes to—what did you say it was—$278? 

Mr. LECKIE: $278.16 was the value of the carcass—if you take that 
wholesale quotation, yes. 

Mr. McCurcueon: I have one further question, Mr. Chairman. I would like 
to ask Mr. Leckie this: Who actually is setting these prices for bacon in the 
chain stores? 

Mr. LECKIE: The price is established by a bargaining process between 
retailers and processors. The retailer when entering negotiations is guided by 
what happens to his products. The packer is thinking about what he has paid 
for livestock, his volume, what he pays in wages, and things like that. It is the 
meshing of these interests that determines the price the retailer pays the 
packer, plus the overall North American situation, and what can be had from 
export as an alternative outlet, and also taking into account other products that 
can come in. 

Mr. ALLMaND: In looking at the list of the members of your Council, we 
have some brand names I am familiar with but others do not appear; for 
example, La Belle Fermiere, Burns, and McGarry’s. How many major packers 
do not belong to your Council, or do some of them belong under other names? 

Mr. LECKIE: Well, it is a voluntary orgnization. Actually the latest list 
includes Burns. They were out of our Council for a little while but they are 
back in now. La Belle Fermiére are in as Bourassa are in Montreal. There is a 
fair number of fair-sized operators who have not seen fit to join the Council for 
one reason or another. 

Mr. ALLMAND: Who are they, just so we will know? I would like to know. 
Your statistics, I assume, include the members of your organization. I would like 
to know if there are any major ones outside. Who are they?—so we can know. 

Mr. LEcKIE: All the major ones are now members, as listed here. 

Mr. ALLMAND: But are there any major ones who are not? We have the 
names of those who are. You said Burns and La Belle Fermiere. 

Mr. LECKIE: It would take quite a while to get all the ones who are not 
members. Presswoods in Toronto are a fairly good-sized pork processor; they 
are not presently members. Then there is Gainers in Alberta—if you come from 
Edmonton, Alberta,—they are at the present time not members of the Council. 
There is quite a number of intermediate-sized people, but none of what you call 
nationally advertised brands. I think they are mostly in the Council at the 
present time. But the figures I have been quoting were mainly official figures, 
and I was not quoting, I do not recall, any specific ones from our Council 
particularly. 

Mr. AtLtmanp: I see. Are there any retailers, large supermarkets, etcetera, 
who do their own packing and run integrated industries? 

Mr. LEcKIE: In this country the supermarkets have not gone into meat 
packing. There is none of them do their own slaughtering. Some do some 
processing—they slice bacon or make sausage, or make some secondary prod- 
ucts. I saw in the paper the other day one said that it was going to do more. 

Mr. ALLMAND: Which one? 
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Mr. Leckie: I do not know whether I should say so. 


Co-Chairman Senator CROLL: Steinberg’s Limited. I have the statement 
here, and I will ask you about it. 


Mr. LrEckiz: In the United States some of the retailers do feed cattle and 
actually own slaughtering outlets in some cases, but there is no major affiliation 
in Canada between retailing and meat packing, except that processing operation 
I mentioned. . 


Mr. ALLMAND: In your brief, on page 7 you divide the packers into the 
larger packer and the smaller packer. I see with regard to the profit that there 
is a considerable difference between the profit made by the larger packer and 
the profit made by the smaller packer. Actually, in the case of the smaller 
packer it is only 0.15 per cent. I was wondering what percentage of the packers 
would fall under the category of “larger packer’. ~ 


Mr. Leckie: Just because he is a larger packer—I have one financial 
statement of one of the major packers for the last fiscal year, and actually his 
earnings were relatively small, so you cannot automatically put them into a 
category based on size. This major packer in the 1965 fiscal year only made a 
profit from operations of $254,000 out of sales of $200 million. 


Mr. ALLMAND: You said this was a very competitive industry, but there 
seem to be some very large packers, like Canada Packers and Burns, and so 
forth. Would you say that because they are so big they have a greater role in 
setting the prices across the country than the smaller people who follow after 
them? 


Mr. LEcKIE: Well, I think in any form of economic activity the person who 
has a larger volume to dispose of, and if there is a lot of people—especially 
because our modern retailing has tended towards having a larger amount of 
standardized products, they want a big order for a certain class product, of 
certain specifications, so the person who can supply that big order naturally, 
you would think, would have a stronger bargaining position than one who is 
smaller. But I think in any economic activity the larger operators should be 
expected to take the lead because they probably have better accounting and, 
presumably, better management and are more aggressive, and all the rest of it. 
So I would say generally the answer should be “yes” to that. 


Mr. ALLMAND: On page 7 you set out the costs of packers, but you do not 
have any item for advertising. I know on television we see a lot of packers 
advertising. We see Burns and Maple Leaf, and so forth and so on. Do you know 
what the costs for advertising are, because you do not have them there. 


Mr. LeEckiE: This is included, I presume, under “General Operating Ex- 
pense.” If you are going to interview any of the packers, you can find this out, 
but I do not know of any tabulation of their exact advertising budgets. 
However, one of the presidents of a major company spoke at a recent annual 
meeting of our Council and made the statement that meat packers spend 
relatively little for advertising compared to some other industries. Actually, 
they only advertise their branded products. Fresh meat they cannot advertise 
because under a government grade one packer’s fresh meat is the same grade as 
others, so there is no use anybody advertising his own beef, for example. A 
large part of the output is fresh meat and they do not advertise it, but only the 
branded processed lines. My impression is that the meat-packing industry 
spends less on advertising than some other branches of industry. The figures 
may be supplied by companies, but I do not know what our members spend on 
advertising. 

Mr. ALLMAND: In referring to the packaging of bacon you said that because 
of the demand by consumers the bacon package design has been changed to 
show a whole piece of bacon. You said this involved considerable cost. Would 
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you be able to tell us approximately how many cents or what fraction of cents 
per package? Maybe it is a fact that all bacon went up in price in the last year 
because they changed the packaging. 

Mr. LECKIE: On May Ist it came into effect. 

Mr. ALLMAND: How many cents per package? 

Mr. LEcKIE: I know it probably cost several hundred thousand dollars, but I 
have not a figure, but it is substantial for the whole industry—with new 
package designs and plates, and new machinery or alterations to machinery to 
handle it. I would have to get an industry figure, but I do know it was very 
substantial, but how much came in the packaging of bacon I do not know. It 
depends on write-off, and so on. 

Mr. ALLMAND: This is to pursue what Mr. Olson was asking you about. It 
seems hard to understand why in 1966, when we look at hog prices they were 
$42.73 in January and then in September went down to $33.92, and at the same 
time in 1966 pork prices at retail have been all going up. We want answers for 
this, and we do not seem to be able to get them. If we follow what you say in 
your brief, that should not happen. You say you have no explanation at all for 
that. Iam looking at the figures given by the Department of Agriculture for hog 
prices. As a matter of fact, they are lower in July, August and September of 
1966 than they were in 1965. Yet the prices in July, August and September have 
been higher at retail than for a long time. 

Mr. LrcKIE: Ham prices have not, and ham is quite a major part of the 
hog. Ham prices in January, the wholesale quotation amount, taken from the 
blue book, was $1.05 a pound, when hog prices were at their peak. The latest 
quotation in September is 89 cents. 

Co-Chairman Senator CROLL: For what? 

Mr. LECKIE: For ham. 

Co-Chairman Senator CROLL: We are talking about bacon. 

Mr. LEcKIE: I was saying ham has come down and represents a considera- 
bly larger proportion of the hog than bacon. Bacon has stayed up, but ham has 
gone down. 

Co-Chairman Senator CROLL: Look at the bottom of page 9. 

Mr. LEcKIE: You could buy ham for less now than bacon. Why do not more 
people do it? 

Mr. URIE: Except you say it is up 16 per cent. 

Mr. ALLMAND: You say that where ham has come down bacon has gone up, 
and that this is because bacon has to support a higher—what was your 
explanation again? 

Mr. LEcKIE: The simple explanation, I think, is that you can move all the 
bacon that is available today. The demand for bacon is such that consumers will 
take more than they can get, and they want to buy it steadily every week. It is 
a commodity that is in steady demand. It is a rather inelastic demand. There are 
not abundant supplies of bacon. The supply is just enough to allow the market 
to be in balance. 

Mr. Otto: Mr. Chairman, I am sure Mr. Leckie did not want to mislead the 
committee when he said that net worth, according to his interpretation, means 
capital investment in plant and equipment. Mr. McCutcheon asked what 
percentage of capital investment in the industry was represented by profit, and 
I believe Mr. Leckie said 3 per cent. 

I think you will agree with me, Mr. Leckie, that net worth means not only 
the investment in the capital plant but also the undistributed profits over a 
great number of years, and investments in subsidiary companies. Indeed, 3 per 
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cent over net worth may mean 30 per cent on capital equipment, or it may 
mean less. I am sure you will want to clarify that and say that net worth is not 
necessarily the capital investment in the packing plant. 

Mr. LEcKIE: I certainly do not want to mislead the committee, Mr. Otto. I 
want to avoid that. In the first place, I said that 8.3 per cent was the calculation 
of net worth. Now, net worth, as you indicate, includes the book value of the 
capital stock plus the undistributed surplus of the company. In most cases the 
undistributed surplus of the company is a re-investment of the shareholders’ 
money. Would you not agree with that, sir? 

Mr. Otto: It may be a re-investment, but, as you know, Mr. Leckie, Canada 
Packers may have an investment in a company producing paper which will 
show as an investment, but the profits which go to the paper company do not 
reflect. All I am saying is that Mr. McCutcheon asked you what was the 
percentage of the profits in relation to the capital investment in meat packing 
only. Do you have any figures on that? That, I believe, is what Mr. McCutcheon 


asked. 

Mr. Leckie: No, I took my figures from those in the Taxation Statistics 
published by the Department of National Revenue. Those are the only figures I 
have. I have given a course in elementary accounting at the agricultural college, 
and my definition of capital is in the formula: Assets minus liabilities equals net 
worth or capital. Some people, when they talk about capital, think of the 
original investment that somebody put into an enterprise. Now, taking any 
modern commercial farm, what is the capital in that farm? Is it what the 
farmer’s forefathers paid for the acreage of land? Is that the capital investment? 
According to a ready definition, that would be the capital investment in the 
farm, but our modern definition would total up the farmer’s assets and subtract 
his liabilities, and the difference would be the capital he actually has in his 
business. 

Mr. Orro: I do not want to raise this point except to clarify what net worth 
is. When you said it was, in your opinion, equal to capital investment, I would 
point out that it is really not. However, as Senator Croll has pointed out, and as 
Mr. McCutcheon has pointed out, we are here to find out why we are faced with 
this sudden inflation. From reading your brief it would seem to me that your 
association, like Pontius Pilot is washing its hands and saying: ‘We have not 
done this thing”’. 

If I read page 7 correctly—I want to check this with you; are you saying at 
the bottom of page 7, where you outline the costs, and also in the brief in 
general, that this processing industry, or the packing industry, is operating as 
efficiently as possible, taking all things into consideration. Is that correct? 

Mr. LecKIE: Well now, that is a difficult thing for me to say just where the 
answer would be. Probably no industry is operating at maximum efficiency. 

Mr. Otto: I did not say “maximum efficiency”; I said ‘“‘as efficiently as 
possible under the present circumstances”. 

Mr. LEckiE: I would say, from my knowledge of the meat packing industry, 
that it is operating just as efficiently as it knows how. 

Mr. Orto: Therefore, if there was to be a reduction in your wholesale price 
you could not reduce your costs, and you would have to pass the reduction on to 
the producers? Would that follow? 

Mr. Leckie: If there was a reduction in the wholesale price it would have 
to be passed back to the producer? Well, the packing house has the costs of 
operating its plant. It has the input cost. It cannot reduce its wages, under the 
circumstances. It might lay off some men if there was a volume factor 
associated with it. But, in this case it would be more likely to come down on 
what is the fair value of the product. By and large, a large part of the sales 
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dollar of the packing plant goes into livestock. Therefore, if it can get less for its 
products then that is about the only place where the money can come from to 
pay for the livestock. 


Mr. OTTo: I dare say you have read reports from producers, and this 
includes the Department of Agriculture, who have tried to show the committee 
that they are not responsible for inflation. Indeed, they say that their prices are 
not high. You say that your prices are not high. The producers’ prices are not 
high, and are not the cause of inflation. You have said also in your brief that 
there is only one other link in the chain, and that is the retailer. Are you 
suggesting by innuendo, since you are not the cause of inflation, and since the 
producer is not the cause of inflation, that there can be only one cause, and that 
is the retailer. 


Mr. LECKIE: Well, I am not making that statement, and if you think that is 
the cause then I will point out that you are going to have them here to answer 
questions and I shall have to leave it up to them to defend themselves. 

Mr. Otto: I have no doubt that when the retailers come here they will 
prove absolutely that they are not responsible. 


Co-Chairman Senator CROLL: Just give me one second, Mr. Otto. Mr. 
Bertram Loeb, in writing to the Ottawa Journal on October 8, made the 
statement that the wholesaler and the retailer are not responsible. 


Mr. OTTo: Mr. Leckie, I have no reason to doubt the brief. In fact, I think it 
is well done. But, can you think of anything that will help the processor or the 
packer to reduce his costs of processing. Is it in the field of advertising, in the 
field of sales, or in the field of taxation? Is there any field in which we, as a 
Government, can take a part in helping to reduce the cost of processing? 


Mr. LEcKIE: There is one area, and that would be if the industry could, by 
some means, support more research. That might result in some more break- 
throughs. Except for one or two very large packers the average packer cannot 
seemingly afford to have very much of a research program. That means he has 
to have some assistance from some public agency. 

I am thinking particularly of the modernization of plants. Some plants are 
right up to date, but others date back a hundred years. They have been 
modernized as best the packer can. You could have a modernization program 
for packing plant buildings if the packing plant has not the capital to do the 
job itself. But we are running all the stages from the most efficient buildings in 
any country of the world down to plants that would probably be much better 
off if they could start again from scratch. There are things, I think, that can be 
done in this area. We now have the Department of Industry that has been set 
up in more recent years, and it is discussing some things that might be 
applicable to improving the whole industry. I really think some more research 
would be one of the better things that could be embarked upon. 


Co-Chairman Senator CROLL: That is what we are trying to do now. 


Mr. OTTo: With new methods of packaging and new types of products, has 
your association considered ways in which you could deal directly with the 
consumer? In other words, have you considered direct distribution, or do you 
forsee a continuation for many, many years of the use of the services of the 
retailer? Having regard to the fact that today we have freezing plants and 
freezers, and methods by which meat can be kept for longer periods without 
freezing, and all sorts of other innovations in the technological field, has any 
consideration been given to direct distribution, as has been done with respect to 
other products? 


Mr. LECKIE: From my knowledge, no, nothing concrete has been considered. 


I suppose if the consumers want to set up co-operative stores of their own, 
it would be a possibility; but as far as the packer being a sales outlet and trying 
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to deal with dozens of smaller people, I do not see that that would be very 
practical. Retailing has a function to perform; it provides products all over the 
country. I cannot see the packers going into a direct mail order business or the 
retailing business. I think some other type of agency would have to be set up 
to do that in between. 

Mr. Otto: You still think there would have to be some other agency? 

Mr. LECKIE: To provide all the services, the cutting up of the meat, and so 
on. 

Co-Chairman Senator CROLL: Several are waiting to ask questions. Senator 
Carter? 

Senator CARTER: Most of my questions have been dealt with, but I should 
like to ask two questions. The first is a further development of the question 
asked by Mr. Otto. On page 7, salaries and wages I believe this is in respect to 
wholesale prices shows a figure of 10.99 for the larger packer and 13.87 for the 
smaller packer. 

Mr. LEcKIE: That is correct. That is what they published in their financial 
report. 

Senator CARTER: Can you tell us to what extent the meat packing industry 
is automated and what scope there is for further automation in the industry? 

Mr. LEcKIE: It has been automated to quite an extent in the past 20 years. 
There have been all kinds of conveying equipment, power tools, cutting tools of 
various kinds, automated packaging equipment, the Can Pack system, as itis 
called, for dressing beef on the rail. In automation, you are up against a push 
button operation like that of the oil industry, because it is not standardized 
work. The industry necessitates the cutting of hams, trimming meat, cutting out 
bones of various sizes. There is still a lot of handwork to do, and lugging and 
moving around the plant. A great deal of automation has occurred, but there is 
going to be a limit to how much automation will eventually be possible. 

Senator CARTER: Have you approximated the maximum at the present time 
of how much will be introduced? 

Mr. Leckie: I think there will be more introduced, but how to express it 
economically, I do not know. 

Senator CARTER: You do not think the labour content will be going down? 

Mr. Leckie: I would rather that you asked an operating packer that 
question. I imagine with the cost of labour that they are trying to make their 
operations as efficient as possible. For example, shipping operations have been 
streamlined where they do have push button systems. 

Senator CARTER: Can you tell the committee what the experience has been 
over past years, whether the automation that has already been introduced has 
reduced the labour content to an extent; in other words, has the labour content 
gone down over the years with the introduction of automation? 

Mr. Leckie: The industry has been working on this. The productivity as 
expressed in output in respect to labour has gone up on livestock. I have not an 
accurate figure, but I will try to produce something for you from some of our 
members. I think the labour content has been going down a bit, but that has 
been offset to some extent by the cost of some of these high cost machines, only 
about 10 feet long and no larger than a piano, some of which cost $25,000. 

Senator CARTER: That would be reflected in other items in your table, 
though? 

Mr. LECKIE: Yes. 


Senator CARTER: Would you tell the committee a little more about the 
bargaining process that you described earlier, where the retailers get together 
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and bargain with the packers and try to arrive at a price? How often does that 
take place, two or three times a year? 

Mr. LECKIE: Oh, no, no. 

Senator CARTER: Has that been going on frequently? 

Mr. LECKIE: When I say bargaining, what I meant was dickering, negotiat- 
ing for a price. This goes on weekly, and within a week, whenever the retailers 
are arranging their sales for the week, getting ready for advertising in 
mid-week in the food pages. All of that has to be preceded by details worked 
out with the packer for supplying the meats that are to be featured. This might 
entail one retailer talking to several packers and trying to get a quotation and 
to arrive at a deal. This is not done over a long period, it goes on every week, 
and from day to day. 

Senator CARTER: In the case of a large retailer, say like Loblaws, or one of 
the big general stores, who know they must have a supply, and knowing their 
volume in a previous year, and who must be assured of a similar or perhaps 
greater volume this year, how do they make sure of that volume, do they place 
orders in advance to make sure they have the volume for the supply they need? 

Mr. LEcKIE: They do that from week to week and from day to day, except 
canned meats. I have never sat in on one of these deals. I only know this from 
general knowledge of how the industry must operate. 

Senator CARTER: On page 6 at the end of the first paragraph you say that 
the industry over a period of years has shown a net earning equal to one per 
cent on sales, or less. Does that one per cent apply to all the meat packers and 
processors in Canada? 

Mr. LEcKIE: No, not to our members. I was taking all the ones recovered in 
the taxation statistics, and it is an average of them all. Some might make a little 
more, and some, as shown by that one packer, less. That is based on government 
taxation reports. 

Senator CARTER: But the calculation was made on the wholesale price? 

Mr. LrEckKIE: On the selling price of the packer. That is their sales figure 
related to their net earning figure, which would be a wholesale figure, yes. 

Co-Chairman Senator CROLL: Am I wrong in reminding myself that the last 
statement, as I recall, showed that Canada Packers had 29 per cent increase in 
profit last year? 

Mr. LeEcxkizE: Their last report showed 1.13 per cent on sales. 

Co-Chairman Senator CROLL: Which was the other one which showed a 
profit of .15? 

Mr. Leckie: Since it is a published document, it is Essex Packers, in 
Hamilton. 

Mr. McCutcuHeon: Following up the question you posed about the percent- 
age of profit by Canada Packers, according to information from The Financial 
Post on net sales in the year 1957, Canada Packers sold $467,187,000 and had a 
net profit of $4,406,000. In 1965, on net sales of $615,000,000—roughly an 
increase of one-third over 1957, their net profit picture was $8,112,000—an 
increase of almost 50 per cent. 


Co-Chairman Senator CROLL: From $4 million to $8 million is 100 per cent 
is it not? © 
Mr. McCutcHeEon: I am the conservative type. Will you comment on that, 
Mr. Leckie? Does it seem unreasonable? 
Mr. LecxrgE: Are you referring to the article in The Financial Post of 100 
leading companies in Canada? Canada Packers is the only packer that made the 
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100 list, and it was seventh in volume of control sales of all manufacturing 
companies, and fifty-first in earnings and fifty-first in net worth. 

Co-Chairman Senator CRoLL: And you say you have not too much knowl- 
edge of the industry, Mr. Leckie. 

Mr. Leckie: I generally look for those things, but I will not speak for 
Canada Packers as to whether they feel the profit is right. 

Senator McDONALD: From this little pamphlet you gave us today I notice 
the list of members of the Meat Packers Council. Is it fair to ask how the 
council is financed? 

Mr. LEcKIE: It is financed by those members. There are some not on the 
list—Burns Foods Limited, and H.-St. Jean et fils of St. Hyacinthe. We have an 
executive committee which determines the annual budget and the members 
contribute to our budget pro rata. 

Senator McDONALD: Pro rata? 

Mr. Leck1z: Based on the size of the companies. They do not pay a flat 
amount. I do not think you would want to know the technical way we collect it. 

Senator McDona.p: The larger the company the more money they pay in 
in the annual fee? Is it fair to ask you what your budget is per year? 

Mr. LEcKIE: We do not publish it. I would sooner not say, but this is a 
parliamentary committee and if you really want me to tell you—you would be 
surprised how small it is. It is not much over $100,000, I would say that; and we 
have five full-time men and five girls on our staff. 

Senator McDona.Lp: Thank you very much, and I am not surprised. You 
told us earlier in your evidence how the packing plants sold their meat, in other 
words the buyers come from the stores and select the meat daily, coming to the 
packing plant, discussing prices and quotations, and that the companies finally 
arrive at a price they should give. Are there occasions when there is more than 
one general store represented by one buyer? 

Mr. LECKTE: In dealing with the individual companies? 

Senator McDONALD: Yes? 

Mr. LEcKIE: I frankly cannot tell you, because I do not get involved in this 
operation at all. 

Senator McDoNALD: There is nothing to prevent one buyer acting for 
Loblaws, Dominion Stores, and so on? 

Mr. LEcKIE: You mean, one man representing several chains? I have no 
personal knowledge, but I am sure that is not the case, but I have no personal 
knowledge. 

Senator McDonaALp: But you are sure it is not the case? 


Mr. L&EckIE: I should not say I am, because I do not know; but I would be 
very much surprised if this was ever the case. 

Senator McDONALD: You also gave evidence to the effect that the packing 
industry is very volatile and they do not know from week to week what they 
would have to pay for their meat, buying from the producer, and they did not 
know what they are going to have to sell it at. I can understand that. You said 
it is a very competitive industry. Why would it be that some large packing 
plants, when their buyers sit in the ring at a market, the men sit there all day 
and never buy an animal; yet three days later they come back and buy them 
all. Why would that be? 

Mr. Leckie: I do not know, unless they thought the prices were too high for 
what they thought they could get for meat. That is the only reason I would 
suggest. It might not be the right quality for their requirements—however, if 
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there were all qualities, that argument would be washed out. I suppose there 
are times when the buyers feel things have got out of hand. 


Senator McDoNA Lp: If one buyer came for all, that would answer it. 

Mr. LECKIE: Possibly there might be some difference in the way their sales 
forces is operating, or in the instructions in regard to their beef or their meat 
production at the time. I have no knowledge whatsoever of this operation. 


Senator McDONALD: Have you any knowledge of the amount of business 
done by member firms of your association, the percentage of the total livestock 
sales in Canada? 


Mr. LEcKIE: Just going by the overall figures of taxation statistics, what the 
total sales are, and by the estimates of the meat output, and so on. I have not 
got a specific figure but I suppose it is high—two thirds to three-quarters. 


Senator McDona.p: Not that; could you tell me what percentage of all the 
beef that is bought in the markets of Canada is purchased by Canada Packers? 
Mr. LEcKIE: I cannot tell you that. 


Co-Chairman Senator CROLL: Can you tell what percentage of beef is 
purchased by your membership? Would you say it is less than 90 per cent? 


Mr. Leckie: We do not get slaughter figures from our members. 
This is available from official sources here in Ottawa, if you want to get that 
information. I think it was filed a few years ago, in another investigation, in a 
report. 

Co-Chairman Senator CROLL: What did it indicate then? 

Mr. Leckie: I have not got a copy of it here. That investigation was at the 
time of the Canada Packers merger. I think the figures in that book are 
generally available. 

Co-Chairman Senator CROLL: If you have got them, give them to us, if you 
don’t mind. 

Mr. LEcKIE: Of the commercial supply, the figures in that book, 1957, were 
30 per cent for cattle, 27 per cent calves, 36 per cent sheep and lambs and 25 
per cent of the hogs. 

Senator McDoNaALD: That is for Canada Packers? 

Mr. LECKIE: In 1957, in that investigation. 

Senator McDONALD: You must have this information, or how do you assess 
your members for their annual levy? 

Mr. LECKIE: We do not assess them on slaughterings. 

Mr. Ouson: Not slaughterings—didn’t you say on sales? 

Mr. LECKIE: We do not assess them on sales, either. It is on the size of their 
work force. It is very simple—on hours worked. 

Senator McDONALD: Earlier on you told us that bacon was graded into one, 
two, three. Is this not normal that bacon would not appear in the retail outlet as 
grade one, two or three: it appears as brand so and so rather than the actual 
grade one, two or three? 

Mr. LECKIE: Yes, I did not say it was not graded—I said there was no 
Government grading. The packers make selections, under first brand, second 
brand, and so on. 

Senator McDoNALD: But the general public might not recognize that this is 
the third brand? It is not actually marked one, two, three? 

Mr. LEcKrE: It is not marked, but anyone who does not know the leading 
brands of-——Canada Packers, Swift’s or others—well, they could just look at the 
price and they would see, too. 
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Senator McDoNALp: There is another packing plant in Brandon, Manitoba. I 
think it is called the Pool Packers? 

Mr. LEcKIE: That is one I should have mentioned. They are not presently 
members of the council but we hope they will become members. 

Senator McDoNnaALD: They are operating? 

Mr. LECKIE: Yes. 

Mr. SmitH (Simcoe): I think some of the figures you have been looking for 
were given in the inquiry into the humane slaughter of animals a few years ago 
and in that case the large packers had a somewhat different interest from what 
they have in this hearing. You mentioned, on page 5, the general disappearance 
of beef and pork. Presumably it is beef and pork that is consumed, but not 
through the larger or recognized packers. In your opinion, does the small 
processor, the small slaughterer, who slaughters primarily for one or two firms, 
or slaughters for the freezer trade, does he have any significance, or does his 
operation have any significance on the general price of beef and pork, the retail 
price? : 

Mr. LEcKIE: I do not think it would have a very big impact on it, because if 
he only supplies one or two stores he does not get into the main figure. When 
you see prices quoted through a general wholesaler trade by the major 
retailers, you would not get those as being prices quoted by anybody. Therefore, 
if the small store now was selling beef quite a bit cheaper than anybody else, 
the reaction of consumers to that situation would naturally be a force in the 
market. 


Mr. SMITH (Simcoe): Have you anything on the volume of the consumed 
beef and pork that does into the sort of small market ‘and the off market? 


Mr. LEcCKIE: Well, about 80 per cent overall of our output goes through 
inspected channels and about 20 per cent does not. The other 20 per cent 
includes quite a wide variety of people under provincial or municipal inspection 
as well as just farm slaughterers, or people in the country who have their own 
slaughtering houses and who sell meat on the roadside. But this accounts for 
only about 10 or 15 per cent. It is in that area. 

Mr. SMITH (Simcoe): The sale of bacon is something which concerns 
everyone at the present time. Is there a comparatively small number of your 
members who process and sell bacon? 

Mr. LEcKIE: No. A very large part of them do. There are a few exceptions; 
for instance, farms that are mainly beef processors, like Coorsh, which do not 
put out bacon. Another such firm would be Shopsy’s. However, most other mem- 
bers put out bacon, if they kill hogs. Practically all of them do. 

Mr. SMITH (Simcoe): Are there any firms that kill hogs in substantial 
quantities and sell the back part of the hogs? 

Mr. Leckie: Not members of our Council. Some of them either export or sell 
bellies to somebody else, if they have a surplus, but all of our members who kill 
hogs certainly produce bacon. 

Co-Chairman Senator CROLL: I misunderstood one question, Mr. Smith, if 
you do not mind. Did I understand Mr. Smith to ask you, Mr. Leckie, how many 
members were processors? 

Mr. SMITH (Simcoe): No, I did not ask that. 

Co-Chairman Senator CROLL: May I ask that? How many are processors? 


Mr. Leckie: I think we have 6 processor members, and the balance are 
slaughtering packers. 


Mr. Ouson: Mr. Leckie, I have only three questions here. You said in your 
remarks that there was a cost factor involved in packing, because of an excess 
capacity. You also suggested, I think, that this excess capacity in the other 
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packers, other than Canada Packers, was sufficient to take care of the consumer 
demand while Canada Packers were on strike. Would you suggest, then, that if 
Canada Packers are processing or are packing about 30 per cent of the total, 
there is about a 30 per cent over capacity of plant establishment in Canada. 

Mr. Leckie: If what you said is correct, that is an absolute straight 
deduction which would be correct. 

Mr. Otson: Do you have any estimate of how much this adds to the cost of 
the finished product to the consumer because of carrying this excess capacity? 

Mr. Leckie: As I explained, the capacity is not something that is sitting 
there with a whole tremendous investment of facilities that are not used, if you 
have not got enough to go through that. You increase to capacity by hiring more 
people, putting on extra gangs and working overtime. The only bottleneck is 
whether you have enough cooler space. You have to have some excess capacity 
in cooler space, if you want to do this. 

Mr. OLSoNn: I may have misunderstood you, but I thought you said that this 
excess capacity was a significant, maybe not major but significant, factor in the 
cost. 

Mr. Leckie: I think it is. I think it is a significant factor in the industry. 
However, if you want competition, who are you going to put out of business? 
And in a situation like the Canada Packers strike, it came in very handy. 
However, if hog output were to increase by 20 per cent next year, as has 
happened in the past, you would need this capacity. So, if the capacity is there 
to handle these occasional peaks that we have in livestock products, then it is 
not something you can dispense with entirely. 

Mr. Otson: On balance it may not add greatly to the cost over the 
long-run. 

Mr. Leckie: I think it adds to the competitive factor in the industry, if you 
want my frank opinion. Where there is an excess capacity and everybody is 
trying to get enough livestock to slaughter, that is where you get competitive 
markets. 

Mr. Otson: My point is this: I thought you were trying to advance this as a 
significant reason for the cost to the consumer. However, on balance, you now 
think it may be an advantage to the consumer rather than a disadvantage. 

Mr. LEcKIE: On balance to the producers I think it is an advantage. 

Mr. OLSon: What about to the consumer? 

Mr. Leckie: I do not know what the effect on the consumer would be. If 
it is a good thing for the producer and shoves up the cost of the livestock, it 
obviously might not be a good thing for the consumer. However, it is a good 
thing to have enough capacity to do a good job, but this is a matter on which 
there could be a really scientific study. 


Mr. Ouson: Mr. Chairman, my second question is this. On page 3 of your 
submission, Mr. Leckie, you say, under major characteristics of the meat 
industry, in item No. 1, that the industry’s main limiting factor, the supply of 
livestock for processing—and here you use four very significant words—is 
beyond its control. I want to ask you this: do the packers, some of the major 
packers particularly, not have some control over supply through three or four 
things, for example, integration, where they are involved in production of 
livestock—sometimes poultry, sometimes hogs? And there is beef division and 
hog division, particularly of contract feeding, because I understand that Canada 
Packers, Burns, Swift’s and maybe others have major feed divisions, and I am 
just wondering how you therefore advance the argument that supply is beyond 
their control, when they are involved in all of these things. 
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Mr. LEcKIE: Oh! there has been a lot of talk of integration. I have written 
papers on the subject myself and delivered them to some of the societies I 
belong to. Actually, the amount to which packers are directly involved in 
livestock production and feeding is extremely small in relation to the total. One 
good reason is that the cost of becoming involved in the production of cattle and 
livestock or hogs, and to keep a plant operating, would simply be prohibitive. 
There is little contracting done, as you mentioned, in connection with hog feed 
enterprises, not only companies that handle feed but others. I do not think this 
is a major factor at all. 

Mr. Ouson: Mr. Leckie, there has been an introduction very recently of 
buying and selling beef futures in the United States. 


Mr. LECKIE: Yes. 

Mr. Ouson: Has this had any appreciable effect on our market and 
stabilized it, or has it had any adverse effects insofar as the consumer is 
concerned. 

Mr. Leckie: Well, this is still under study, if you want my opinion just as 
an agricultural economist, I do not think it has had any adverse effect. If it has 
had any effect at all, I think it might be a good one. I do not know if it has had 
a direct, tremendous effect in Canada, but, as I said before and I will stand by 
it, what happens in the United States livestock meat picture has some relevance 
to us, and it is an interesting development there, and I think that by and large it 
is not a bad development. 

Mr. Ouson: I presume, Mr. Leckie, that you would have followed these 
trends. Have the selling or market prices of these futures actually materialized 
so far as selling on spot, after several months? 

Mr. LECKIE: Yes, some of the transactions have now been completed. It has 
gone through this cycle. 

Mr. OLSON: How close did the future price get to the actual spot price when 
the time came? 

Mr. Leckie: I hardly like to say. I just saw the odd one reported in the 
Drovers Journal, and I do not remember. My recollection is that it was a bit off, 
but I would like to take a look at that further. I would not like to give you a 
snap judgment. 

Mr. OLSON: You do not think it has been operating long enough? 

Mr. LEcKIE: I do not think it has been operating long enough to form any 
sweeping conclusions about it. There are two or three kinds of beef futures, 
carcass futures, cattle feed and also beef animal futures. There are also hog or 
pork futures in the United States markets, but this has not been going on for 
very long. 

Mr. SALTSMAN: Mr. Chairman, if I might refer to page 9 in the second last 
paragraph, where it indicates that the meat packers have paid $27 million more 
this year for 452,400 fewer hogs, or 11.5 per cent more for 9 per cent fewer 
hogs. Can you give me some indication as to what the rise, as a percentage, has 
been for bacon over that period? What has been the rise of price of bacon over 
that period? Have they paid 11.5 per cent more? 

Mr. LECKIE: Well, they have paid, as indicated there, a little over $10 more 
for each hog, and they have had to try to recover that from some kind of 
production. Now, right in the next paragraph, I give the percentage change in 
bacon prices cumulatively, which show 17.4 per cent higher at wholesale. 

Mr. SALTSMAN: So bacon has risen 17.4 per cent higher than the cost of the 
hogs to the packers has gone up by 11.5 per cent. Is that correct? 


Mr. LECKIE : No, the cost to the packer has not gone up 11.5 per cent. That 
is, they have paid 11.5 per cent more for that many fewer hogs. The wholesale 
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price at Toronto, where that price is based, has gone up 16.4 per cent. If you 
take the first six months of the year, the price was 29.5 per cent. 

Mr. SALTSMAN: Can you give us the figures for the rise in price of bacon at 
the wholesale level over the last three years? Can you give some indication of 
what happened the price of bacon at the wholesale level? 

Mr. LEcKIE: I haven’t got it here. It has been published by the Government, 
and the figures are available. 


Mr. Sattsman: Now I would like to go on to page 10. This deals with the 
question of price elasticity in the demand for bacon. I think the inference there 
is that the demand for bacon is constant, that there is not too much of an 
increase in demand when prices are falling, and there is not too much of a 
decrease in demand when prices are rising. The demand is fairly constant. 

Mr. LEcKIE: That is what our processors tell me, and it ties in with what I 
am quoting. The price is relatively inelastic. If the prices go up it seems that 
purchases are maintained, and if the price falls the distributors find that they do 
not get an immediate reaction. 

Mr. SaLTsMAN: Are you able to provide all the bacon in demand right now, 
or the demand for bacon at the retail level? Does your experience show any 
shortage of supply in regard to supermarkets, or can you give them all the 
bacon they want? 

Mr. LEcKIE: I am not, of course, moving any of it myself. 

Mr. SALTSMAN: I mean the meat packing industry itself. 

Mr. LEcKIE: If the price were low you could sell a little more, but that 
would not follow automatically or constantly. I guess the rough answer is that 
you could sell more bacon. There is more demanded than is being supplied. 

Mr. SALTSMAN: Did you not indicate that the demand is inelastic although 
the price is elastic? 

Mr. LECKIE: The demand is relatively inelastic. 

Mr. SALTSMAN: Would it be fair to say that what is happening here is 
rationing by price? 

Mr. LECKIE: To the extent that people would buy more bacon if it were 
available, that is the case. 

Mr. SALTSMAN: If there appear to be shortages in the bacon supply, rather 
than invoke physical rationing the price goes up and the rationing is done on 
that basis. 

Mr. LEcKIE: That is a logical economic process, yes. 

Mr. SALTsMAN: So the inference would be that the price of bacon to some 
extent does not bear a completely direct relationship to the costs to the 
producer? 

Mr. LEcCKIE: That is what I have tried to point out. I think that is the case. 

Co-Chairman Senator CROLL: Let us get this clear. What Mr. Saltsman said 
was that the retail selling price of bacon bears no relationship to the price that 
the producer receives. That is what he asked you, and you said yes. That is 
what I understood. 

Mr. LEcKIE: I said yes to his general proposition that if there was not quite 
enough to go around the price became a rationing agent and under those 
circumstances the price might not be directly related back to the cost of the 
whole hog. I tried to make that point through my whole presentation. 

Mr. SALTSMAN: I thought this was inferred in your statement, and I wanted 
to clarify it. 

Just before going on to my next question I want to nail this particular 
thing down. There is a tendency with bacon, whether the demand for bacon 
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remains constant and the supply of bacon is rather short, for the price to rise as 
a way of rationing the supply, in other words it becomes a means of distributing 
the supply. If the prices were not to rise and were to stay constant, would there 
be a shortage of bacon on the market? 


Mr. Leckie: I would think so. That is what I quoted from Working. In his 
analysis he points to some of these things very clearly. 

Mr. SALTSMAN: Is this the way the market is ensuring that there will be an 
adequate supply of bacon on the market, by raising the price? Are they raising 
the price to make sure they will not run into shortages? Is this correct? 


Mr. LEcKIE: This is all going through a bargaining process, and I suppose 
that is what people are trying to do, to sell what they have. If it is limited in 
supply, it will let them out with what supplies they have. 


Mr. SALTSMAN: If the price of bacon were to drop tomorrow by 10 cents, 
would there be a shortage of bacon on the market? 

Mr. LecxkiE: I don’t know, but I would think people would take some more 
bacon after being accustomed to buying it at a certain price. But right now we 
have the situation, as I said, where my wife bought four pounds of bacon at 99 
cents. Others have paid $1.39. Why did not more people take advantage of this 
lower price? Why didn’t they run out and buy the specials? 

Mr. SALTSMAN: But this is obviously a loss leader. There are other things 
involved that would limit the supply at that price. This would not go on day 
after day. 


Mr. LEckiE: What you are saying is largely straight economics, and I cannot 
quarrel with the proposition you are advancing. It is what appears in all the 
economic texts. 


Mr. SALTSMAN: I think it is quite important for those people who buy bacon 
and who cannot see a relationship between the price being paid to the producers 
and the price they have to pay to understand how the market mechanism works 
and to see that the need for bacon is causing the rise in the price of bacon. It is 
also important for them to see that if the housewife decided not to buy bacon 
se a few weeks the law of supply and demand would bring down the price of 

acon. 


Co-Chairman Senator CroLL: Mr. Saltsman, I am a patient man but there 
comes a time—what is your question? 


Mr. SALTSMAN: Let me put my question this way: If people were to stop 
buying bacon for two weeks, the price of bacon would come down? 


Mr. LecxIE: It always has, and that is an inescapable fact. 


f Mr. SALTSMAN: Can you see any other way of bringing down the price of 
acon? 


Mr. LEckIE: Yes, the simplest way is the most desirable. That is to have 
more hogs and more production. I cannot understand these people who think it 


is a good thing to start a boycott. I think what is even better is to exercise 
better “buymanship”. 


Co-Chairman Senator Crotu: Get more hogs and you will get more bacon. 
And then you say that if the cost of bacon was high that would be a rationing 
process in itself. We agree. Then, can you explain this—and this is general 
knowledge, so you do not have to be an expert to know—in the supermarkets 
the general mark-up is between 20 and 25 per cent. That is on the broad 
mark-up; I think we know that as a fact. Assume for a moment I am right on 
that. Then, can you explain to me why when the price of bacon falls, as it has, 
that they are obtaining more than the normal mark-up on what they are selling 
to the public? 


Mr. LEcCKIE: Do you want me to answer that? 
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Co-Chairman Senator CROLL: Yes. 

Mr. LEcKIE: No, I cannot explain—if that is what happens. 

Co-Chairman Senator CROLL: We are not in the “ify-ify” stage. We have 
established here—Olson, McCutcheon, McDonald and others have established 
that there were areas and times when the price of bacon fell and fell 
considerably. They gave you the months and the times. At the same time there 
is evidence here, from these people who are knowledgeable, that the price of 
bacon was up and never came down. What I am suggesting to you is that the 
normal mark-up process did not work; whatever that normal mark-up process 
was—whether it was 20 or 30 per cent—it did not work. 

Senator McDonatp: At the retail level. 

Co-Chairman Senator Croutu: At the retail level. So I ask you, as a man in 
business, as a Canadian citizen—and, after all, you are as much involved as the 
rest of us are—what is the answer to these problems? We are asking you to 
help us, that is all. 

Mr. LECKIE: Well, Mr. Chairman, I am not in the retail business, so I do not 
know how they operate their retail mark-ups. I cannot give you any help at all 
in that field. 

Mr. SALTSMAN: I would like to pursue the question of how to bring down 
the price of bacon. You have given the indication of increasing production. I 
think most people agree that this would be a good way of doing it. If we 
increased the production of hogs, how would this affect the producer? 

Mr. LECKIE: If the increases were moderate the price of hogs probably 
would hold fairly well. It would depend on several other factors, including what 
the U.S. producers did. If they did not do any increasing we could increase quite 
a bit without any damage. 

Mr. SALTSMAN: Would a moderate increase in the production of hogs bring 
down the price of bacon? 

Mr. Leckie: It depends on what you mean by “moderate”’. 

Mr. SALTSMAN: It depends what you mean by “moderate’”’. 

Mr. LEcKIE: 15 to 20 per cent I think would be quite a bit. 

Co-Chairman Senator Crotu: Has there been a decrease in the price of 
bacon in the last two years and, if so, what months? 

Mr. CLANCY: Yes. I bought bacon last week for 69 cents a pound. 

Co-Chairman Senator CROLL: Where is this? 

Mr. Crancy: At Carlingwood, the Carlingwood shopping plaza. Perhaps it 
was used as a loss leader, but I bought it. It was called maple cured bacon, and 
there is damned little lean on it, and it is just flavoured fat. 

Mr. Leckie: Maybe it is on the way down now. . 

Mr. SALTSMAN: Perhaps this is also the solution, to put all the bacon buyers 
in buses and take them to Carlingwood. 

Can you tell me about the competitive position between Canadian and 
Danish bacon? To what extent does Danish bacon compete with Canadian bacon 
right now, and to what extent is Danish bacon coming into Canada? 

Mr. LEcCKIE: We have been trying for some time to get more up-to-date 
figures on imports. The D.B.S. are slow in coming out with these, and we get no 
up-to-date figures on imports. To my knowledge, I do not think there is any 
really competitive type of Danish bacon probably coming in. I have not seen 
any in the stores or heard of it. There was some canned bacon came in a while 
back; it was fairly competitive with ours; but I have not heard of canned bacon 
being too common lately; and Danish sides have never been coming in in recent 
years, to my knowledge. The biggest competitive factor is that they supply 
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Britain with most of their bacon requirements, and we do not have any market 
at all over there. That is the biggest competitive position. 

Mr. SALTSMAN: What is the situation of Irish pork coming in? 

Mr. LECKIE: Some came in early in 1966, during the peak period, but I have 
not heard of any lately. 

Mr. SALTSMAN: Has your association made representations to the Canadian 
government regarding tariff arrangements or quotas on meat imports? 

Mr. Leckie: No, we have not. We made a submission when the GATT 
negotiations were in progress and our general stand is that we are not in favour 
of very high tariffs, except in one or two commodities where we think they do 
damage to the whole industry. But, by and large, we feel that relatively free 
trade in meats is not a bad thing. 

Mr. SALTSMAN: I would like to leave that and just ask a question on 
packaging. In looking for ways to reduce the cost to the consumer I have been 
through packing plants, as I am sure you have as well, and you have seen the 
way bacon is sort of serrated and organized and trimmed off and put in the 
package. Would you say this represents a fair amount of labour in terms of 
preparing bacon in this way for the consumer? 

Mr. LECKIE: No, it is done largely by an automatic machine where it slices 
it rapidly and it goes on a belt and you have some girls who have to do some 
hand work, but it is not a high labour proposition. 

Mr. SALTSMAN: I have seen them where they have had to take one strip out 
and put another in. 

Mr. LEcKIE: They have to get the weight right. 

Mr. SALTSMAN: And trim it off. It seemed to me this was one of the most 
intensive parts of the whole process. 

Mr. LECKIE: You are probably talking about a good packaging plant in your 
area which pays a lot of attention to bacon; I do not know. However, this is a 
thing I was saying before, that you can mechanize a certain part of the 
operation but you still have a lot of hand work. 

Mr. SALTSMAN: If instead of packaging bacon in that way we merely sliced 
it for correct weight and put it in a sanitary plastic bag of some type and sealed 
it, without any labelling or cardboard around it and stretching it out in this 
way, could the price be reduced to the consumer in any substantial way? 

Mr. LEcKIE: Yes, and I guess it could probably be reduced if you put it in 
layers of parchment paper; or it could be even further reduced if you shipped 
the slab out with the skin on and let the retailer slice it. 

Mr. SALTSMAN: I am talking of giving the consumer exactly the same kind 
of bacon she is getting now under ideal sanitary conditions and under absolute 
convenience. After all, serrating bacon does not contribute to the convenience in 
that particular way, and putting it in a plastic bag completely sealed certainly 
gives the sanitation and convenience required. Under those circumstances would 
the price of bacon be reduced to the consumer? 

Mr. Leckie: The price of bacon could be reduced by any savings which 
could be made in packaging which would make it look good and be popular and 
an item that is handy for going in and out of refrigerators. 

Mr. SALTSMAN: In view of the great demand for bacon and the resultant 
increase in price based on this demand, is it not a bit questionable about 
increasing this saleability feature of bacon to increase the demand which 
would probably result in a higher price because of increased demand? Is there 


not an intrinsic enough demand for bacon to question whether all this pack- 
aging and sales appeal is necessary? 
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Mr. LECKIE: Possibly, but I can only go back to when I was young and we 
used to buy bacon occasionally. We used to have a pack with the slices of bacon 
on top of one another, with a cellophane roll. The whole merchandising of bacon 
has helped to make it the popular commodity it is today. Its tremendous appeal 
began, as I have pointed out, during the last 10 or 15 years. 

Mr. SALTSMAN: In the process of making it so popular it has also helped to 
raise the price. 

Mr. LECKIE: The consumer has reacted and bought it and likes it, and the 
whole process depends on the consumer reaction. 

Senator O’LEARY (Antigonish-Guysborough): Mr. Chairman, is your steer- 
ing committee going to have any individual packer appear before us? 

Co-Chairman Senator CROLL: Yes— 

Senator O’LEarY (Antigonish-Guysborough): I still want to ask Mr. Leckie 
if he will comment on this statement. Is it not true that when a product—for 
example, as we have been talking about bacon, and as has been pointed out, it is 
pretty well generally agreed there is a higher mark-up at the present time on 
the part of—and I am not going to say whom, but there is a higher mark-up at 
the present time. This to me would also mean that there is a lesser mark-up on 
some other cuts of pork. In other words, there is not a consistent mark-up on 
the part of the packer on all cuts of pork. They vary from time to time. Would 
you agree with this? 

Mr. Leckie: Absolutely, but I would also say that the word “mark-up” is 
not a good word to apply to a packer, because he produces. He takes the whole 
hog and cuts it up and processes it in different ways. He prices the different 
portions to come out overall with a certain return. So, the producer does not sell 
bacon to the packer. He sells bacon as part of the carcass. 

Senator O’LEARY: I am speaking of the processors and packers of the 
product in the context of high bacon sales. In a period of high demand the 
packer could take a high mark-up on that, and he could, for example, reduce 
his mark-up on other— 

Mr. LECKIE: Yes, but relationships are changing all the time. There is no 
fixed relationship. 

Co-Chairman Senator CROLL: I think I indicated earlier that Mr. Loeb in a 
public statement printed in the Ottawa J ournal on October 8 had indicated that 
the wholesaler and retailer were not responsible for the increase. If it is not the 
primary producer—and we came to that conclusion before you came here, or I 
think we came to that conclusion; at least, the evidence was there—and it is not 
the wholesaler and it is not the retailer, I wonder if you would care to comment 
on this statement made by Mr. Arnold Steinberg, Vice-President of Steinberg’s 
Limited, who told the Toronto Society of Financial Analysts last Wednesday 
that there are profits to be made at the manufacturing level. This report reads: 

Although the best retail food operators made only two cents profit 
on every dollar, “we have found that for a relatively low capital 
investment there is available a three, four or five-cent profit on the same 
dollar at the manufacturing level. 


I gather that he means the processing level. Is that what you understand to be 
meant by “manufacturing level”? You have some six or seven processors in 
your organization. Have you any idea of how well they are doing in line with 
any anticipated profit? 

Mr. Leckie: It is generally considered, I think, by the meat industry—I 
know that statements are frequently made in the American meat trade jour- 
nals—that there is usually a little wider margin in the straight processing 
operation than in the slaughtering-processing operation. A recent study in the 
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United States, though, found that a specialized beef slaughterer was a little 
better off than anyone else. After him comes the specialized processor who does 
not slaughter, and then the packer, who comes further down the scale. I think 
there is a little wider margin in processing because you are buying a more 
refined product, and you are adding more services to it, and the price reflects 
the things you add to it. 

Co-Chairman Senator CROLL: So you think there might be something in the 
processing field that might respond to our queries about who is getting what, 
and how much? 

Mr. LECKIE: I am not sure how to answer that question. 

Co-Chairman Senator CroLu: Mr. Urie, have you any questions? 

Mr. Urie: No, Mr. Chairman. 

The CHAIRMAN: Then, may I, on behalf of the committee, thank you very 
much, Mr. Leckie. We gave you a hard time this morning, but you must 
appreciate that we too are having a hard day, and not just in the morning. 

I remind the committee that the meeting this afternoon is at 3 o’clock, 
when those concerned with dairy and vegetable products in the Department of 
Agriculture will be present. 

The committee adjourned until 3.00 p.m. 


Upon resuming at 3 p.m. 

Co-Chairman Senator CROLL: Gentlemen, I see a quorum. Our first witness 
this afternoon is Mr. D. B. Goodwillie, Director of the Dairy Products Division, 
and he has a memorandum, copies of which are in your hands now. 


D. B. Goodwillie, Director, Dairy Products Division, Department of Agriculture: 
With your permission, Mr. Chairman, the statement which has been distributed 
consists essentially of tables, and I would like to make a few comments with 
respect to these Tables and on the current dairy situation. 


(see Appendix “6’’) 


Milk production for the past six years has not shown any significant 
change. During this same period, the population has increased by over one 
million people, and per capita consumption has shown no pronounced change. 
The results of these trends are that production and consumption of milk and its 
products are more closely in balance than for some time. 

For the past number of years Canada has exported about three per cent of 
its total milk production. This year if we had had all the milk in the right place, 
we would be able to utilize all that was produced in Canada on the domestic 
market. 

I have said that milk production has not shown any significant change for 
the past six years. As a matter of fact, this year it is actually running at almost 
13 per cent less than the past two years. 

A question you might well ask is, why is milk production declining, in spite 
of the fact that farmers’ prices have been at or near record levels in many areas 
of Canada during the past two years. I think there are three reasons. One is that 
dairying is a seven-day week job. You must milk a cow twice a day every day 
of the year. Secondly, farm labour has been extremely difficult to obtain. 
Thirdly, other farm endeavours have been as remunerative, or more so, than 
dairying. I am thinking particularly of wheat and beef cattle. In other words, if 
you can make more money with less work, this seems to be what people want 
these days and this is one reason why a number of farmers have gone out of the 
dairy business. 

Another question you might well ask is, will this production trend change? 
We do not think it will before 1968, at the earliest. The reason we say this is 
that Canada has approximately 80,000 head of dairy cattle less than it had a 
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year ago, and it takes two or three years to build up the herd. The only reason 
we have been able to maintain our production over these past number of years 
is because of increased efficiency on the farm, better feeding and management 
at the farm level. This has been shown by the fact that the amount of milk per 
cow is now over a thousand pounds higher than it was a few years ago. 

How do we normally utilize this 18.2 or 18.3 billion pounds of milk—and I 
am using 1965 figures. They would not change very much if it were 1966 or 
1964. 

The fluid milk branch of the industry reguires about 28.5 per cent. Cheese 
uses about 10.5 per cent. Concentrated milks, evaporated milk, ice cream, and so 
on, uses about 8.5 per cent. About 9 per cent is used on the farm. 43.5 per cent 
is used in the manufacture of butter. I would like you to keep that latter figure 
in mind, because almost half of the milk produced in Canada is used in the form 
of butter. This is why if anything happens to butter, either favourable or 
unfavourable, it always seems to bring out more publicity than other dairy 
products. 

If you turn to Table I, you will see that it indicates the farm value of 
manufacturing milk. Farm value is what the farmer gets, and it does not 
include the cost of transporting this milk to the factory. Manufacturing milk 
means milk that is used for butter, cheese, ice cream, evaporated milk, dried 
milk, etc. Using the Canadian figure, from 1950 to 1963 there was little change 
in the producer’s returns, and this is accounted for by the fact that the support 
level of butter was 58 cents during this whole period. It changed in 1964, when 
the Agricultural Stabilization Board introduced new policies. This change is 
reflected in the gradual increase in the farmer returns. Under Quebec for 1965 
you will notice the figure $3.22 cents. One main reason for this is that the 
Government of Quebec introduced their provincial subsidy of 17% cents or 30 
cents, depending on the time of the year. These figures do not take into account 
any supplemental or subsidy payments by federal government. 

In Table II we have simply extended this to compare 1965 with 1966. If you 
care to take the 1966 figure for Canada, that is, 2.95 for July, add 75 cents to it, 
this is approximately the average price in Canada that the farmer is getting 
f.o.b. the farm. 

Table III shows some average wholesale prices. The first is “Butter—solids 
first grade.” I will explain that “solids” is the common way in which butter is 
sold at wholesale level; that is, a 56 pound block of butter in a package, which 
has to be printed, or cut into one pound prints before being sold and delivered 
to the retailer. You will note that in 1950 the wholesale price in Montreal of 
first grade butter was 562% cents while in 1965 it was 9545 cents. 


From 1950 to early in 1958 the support price of butter was 58 cents. The 
price was advanced in 1958 to 64 cents and it has continued ever since, except 
that in 1962 the Government reduced the selling price of butter by 12 cents a 
pound and this is reflected in the 1963 figure. 


In cheddar cheese, first grade—this is in the 90 pounds traditional size 
cheese, that is one of the common types at the wholesale level. This price has 
advanced since 1959 from 294 cents to 40 cents, f.o.b. Belleville, The Belle- 
ville cheese exchange accounts for most of the cheese sold at the wholesale 
level in Canada. One of the reasons for the increase in price from 1962 to the 
present time has been brought about by two things, the action of the Ontario 
Marketing Board, not federal action, and the rising supply-demand situation, 
both at home and abroad. We have been able to sell cheese on the export 
market at the highest prices on record during the last two years. 

In the case of spray dry skim milk, this is spray process skim milk powder, 
the type of powder most commonly used in Canada and the type that is sold in 
the instant form in the retail stores—the only significant price change here 
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occurred in 1962 when powder dropped to eight cents. This shows what hap- 
pened to prices when government stepped out of the picture. Prior to 1962, dry 
skim milk was supported, either by an offer to purchase, by tender, or for re- 
lief purposes. In 1962 this was removed and with the heavy production all over 
the world, including Canada, the price fell to the normal—I should not say 
‘“normal’—it fell to a very low or postwar level of eight cents. This has since 
come back, as you can see, in 1965. 

In Table IV we have extended these prices into 1965-1966. If you will note, 
in butter, how remarkably uniform the wholesale price of this product has been. 
Even at 59 cents, gentlemen, the price of butter today is three cents lower than 
it was in 1958 and only three cents higher than it was in 1950. 

In cheese there has been some increase in the price this year over last year 
and this again is the supply-demand reflection. 

The same occurs in regard to the price of spray skim milk, it is up three 
cents per pound. This is partly due to increased world demand for dry milk 
and also the support program by the Agricultural Products Board. 

In Table V is shown the farm value of fluid milk, or milk that is sold in the 
bottle. There has been a gradual increase in the farm value of this product. I 
would like to say, right at this time, that the federal Department of Agriculture 
has little or no jurisdiction over the production and sale of fluid milk as such. 
This product is largely, under the control of provincial milk boards, and the 
jurisdiction of these boards varies even within the province. 

I mention that because I am not as familiar with the details of fluid milk 
marketing operations as I am with some of the others. 

Table VI simply extends and shows the current price for 1965 and 1966. 

The last table, Table VII, is a conversion table, to give you an approximate 
idea of how much butter, cheese, evaporated milk, etcetera you can obtain from 
100 pounds of fluid milk. 

That, Mr. Chairman, is my summation of the industry. 

Mr. CLANcy: This refers to dry skim milk as we get it from the barrel. How 
many pounds in a barrel? 

Mr. GoopwWIiLuiE: Prior to 1956 the normal container for dry skim milk was 
the 200-pound barrel, the wooden barrel. This has now gone by the boards and 
I do not think you can find a barrel today. We have gone into the polyethylene 
lined paper bag, of which each bag contains 50 pounds. I do not think you 
could get labour to handle the 200-pounds barrel today. 

Mr. CLANCY: I just wanted to get that on the record. 

Mr. GOODWILLIE: These are prices per pound. 

Mr. Cope: That is the figure for 1965? 

Mr. GOODWILLIE: No, per pound, per bag of 50 pounds. 

Co-Chairman Senator CRoLL: To what do you attribute the price stability 
of butter? You have indicated that it has had a remarkable stability for a 
considerable length of time. Is it planning. Has the Government had any finger 
In age, 

Mr. GOODWILLIE: Back in 1949 the Government saw fit to take the 
speculation out of butter. You will recall that, prior to that time, someone had 
to store butter in the summer because we do not produce enough butter during 
the winter months. It was also alleged that the speculator made the money: he 
bought the butter low in June, July and August and sold it high during the 
winter months. In 1949-50 Government policy was devised that they would put 
a floor price, a support price, on butter so that the speculation would be taken 
out of the product and the consumer would have the same price for butter all 
the year round, regardless of the season. 
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There is another good point in why this policy was put into effect—at least 
I think so—that is, that during the summer is the time when the farmer has 
most cream or milk to sell and that is when the price used to be the lowest. In 
the winter time when he did not have very much to sell the price was usually 
higher. This policy has been carried on since 1949 to the present time. 


Co-Chairman Senator CROLL: From your answers, you appear to indicate 
that it has been beneficial to the farmer and to the consumer. 


Mr. GoopwWILLiE: This is the general opinion of most people in the trade. 


Mr. UrIE: You mentioned that 43.5 per cent of the total milk production is 
used in the form of butter. That is, at the present time. 


Mr. GoopwIiLLiE: That is right. 


Mr. Uris: Is that roughly the same figure as previously, for a good number 
of years? 

Mr. GOODWILLIE: Yes, a little lower, probably, but it has varied between 
434 and 46 per cent for a number of years. 


Mr. Uris: I see. You have given the farm value of milk per hundredweight. 
Would it be possible for you to estimate—it seems fairly stable, though it has 
gone up in the last year or two—would it be possible for you to estimate the 
increased cost to the farmer for production of one hundredweight of milk 
during that period 1950 to 1956? 


Mr. GoopwILuiz: I am not in a position to answer that, sir. 


Mr. UrteE: In regard to the overall production of milk, has it increased or 
decreased during that period of time? 


Mr. GoopwIiLuiE: The production of milk is estimated to be this year 18.2 
billion pounds and I think in 1950, it was about— 


Mr. S. B. WILLIAMS: I think it is fair to say that it increased for a while and 
in recent years it has remained almost stable. 


Mr. Urte: Which would lead one to the conclusion that the farmer is 
reasonably satisfied with the prices he has obtained, because he has not 
decreased. 


Mr. WILLIAMS: It would lead to that conclusion, or that he is locked into a 
position where he has no alternative. You may recall that in my original 
presentation I said that in all the agricultural enterprises the least flexible was 
dairying production, that the capitalization he has has pretty well married him 
to the production of milk. If a fellow is growing potatoes he can change next 
year and, provided his climate is right, he can grow some other crop. This is not 
true of the dairy farmer. He is pee because his capital is tied pretty well to a 
single type operation. 


Mr. Urte: Has the nature of the industry changed? Has it gone from a large 
number of small producers to a small number of large producers, to counteract 
the trend? 

Mr. Wriuutams: In general, no. There has been some tendency in that 
direction but it has not been nearly as significant as it has been in some other 
phases of agriculture. 

Mr. GoopwiLLIE: To answer your question on milk produced, sir, in 1950 
we produced 15.3 billion pounds. In 1966 we think it is going to be about 18.2 
billion. This is the total milk produced whether sold or used on the farm. 

Co-Chairman Senator CroLL: Look at Table IV, for a minute, please. In 
January, 1965, 53¢ represented the price to the farmer. Right? 

Mr. GOODWILLIE: No. 

Co-Chairman Senator CROLL: What is that, then? 

Mr. GoopwIiLuiE: This is the wholesale price. 
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Co-Chairman Senator CROLL: Well, the retail price— 

Mr. GoopwiLuiE: No, these are all wholesale prices. 

Co-Chairman Senator CROLL: I am not saying that the retail price was 59.9. 
Right? 

Mr. GoopwILuiE: I do not know. Where did you get that figure? 

Co-Chairman Senator CROLL: From the Dominion Bureau of Statistics. That 
is where I got it. All right? | 

Mr. Goopwi.uliE: All right. 

Co-Chairman Senator CROLL: That means that there is a difference of 6.9. 


Mr. GOODWILLIE: Yes. 

Co-Chairman Senator CROLL: In 1966, July, the figure is 59. Right? 

Mr. GoopWILuiE: That is right. 

Co-Chairman Senator CROLL: The Dominion Bureau of Statistics says that 
it is 67.3. That is a spread of 8.3 as against the spread of 6.9. How do you 
explain it? Why? Who got it? 

Mr. GooDWILLIE: Would you buy the same reasoning for October 8, which 
is last week, sir? 

Co-Chairman Senator CROLL: Yes, I will buy it. 

Mr. GooDwILuiE: All right. The wholesale price of butter in Toronto is 61. 
The wholesale price of prints, that is a one pound print that is sold wholesale, 
varies from 624 to 684 and the retail price in that same market is varying 
today from 63 to 77. 

Now, I am not going to try and explain the spread here, other than to say: 
is it a volume is it a package, is it packed in quarter pounds, is it a special type 
of butter, or is it in a carton. These are all factors in this. 

Co-Chairman Senator CROLL: You are very helpful to us here. You are 
really giving us the lowdown. 

Mr. SALTSMAN: I have just one supplementary question. 

Co-Chairman Senator CROLL: A question? 

Mr. SALTSMAN: A short one, yes. 

Co-Chairman Senator CROLL: All right. 

Mr. SALTSMAN: Is there any difference in the mark up on the price of 
butter, depending on whether it carries a name brand of a national dairy or a 
well-known dairy as against carrying the brand name of the store that is 
actually selling it? In other words, is there any difference between the store 
name and the national brand? Can you detect any difference in price? 

Mr. GOODWILLIE: Let me answer that question: when the Government 
raised the price of butter two cents a pound on the 9th of September, one of the 
larger chains immediately sold butter at 59¢, a loss leader for that week. I do 
not think there is much difference between a private brand and a nationally 
advertised brand, if it is the same quality butter packed in the same type of 
container. 

There is one organization that has followed the policy of charging one cent 
a pound more for a particular brand, and this type of butter is usually a higher 
scoring or higher quality butter. 

Mr. McCuTcHEoN: I wonder if somebody could tell me what the retail 
price of a quart of milk was in 1950. 

Co-Chairman Senator CROLL: 1950? 

Mr. McCutTcHEon: Yes. 


Mr. GOODWILLIE: Wait a minute. I do not know if I have that information. 


a. 
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Co-Chairman Senator CROLL: I think we have a fund of information here. 
He will get it for you. 

Mr. GOODWILLIE: You are more optimistic than I am. 

Mr. WILLIAMS: Sir, if I may answer the question, Mr. McCutcheon, I cannot 
give you 1950. Would you settle for 1949? 

Mr. McCutTcHEon: Yes, I would. 

Mr. WILLIAMS: I have a Dominion Bureau of Statistics figure here that 
shows that the price in July, 1966, was 27.2c. a quart, which was 152.7 per cent 
of the 1949 price. Therefore, if we reduce that by two thirds, it means it was 
approximately 18. something cents in 1949. 

Mr. McCutTcHEON: Yes. Thank you. Now, my question is this: the farm 
value of milk, using the table of 39 quarts in a hundred pounds, works out to 
10c. a quart at the farm in 1949-50. It sold at the retail level at 18c. Milk today 
is 13-14c. at the farm level and is selling for 27.2c. Is somebody making too 
much money in here? 

Mr. GoOoDWILLIE: I am glad you asked that question. We received this 
afternoon a study of the dairy industry in British Columbia, which is as recent 
as September, 1966. I want to quote from it. This is for December, 1964. They 
show that the gross profit on a quart of milk in the Vancouver area was 11.7c. 

Mr. McCuTcHEON: What was that figure? 

Mr. GOODWILLIE: For the year ending December 31, 1964, the gross profit 
was 11.70c. Deducting processing-packaging, 4.98c., selling-advertising, .93, 
delivery, 5.23, the total is 12.08, and it showed a net operating loss of .38 cents 
per quart. 

Let me qualify that. 

Mr. McCutTcHeEon: I hoped you would. 

Mr. GooDWILLIE: I am quoting from this study: 

This is not to be implied as an assessment of the profitability as a 
whole, and no attempt has been made in this study to do so but this 
analysis does indicate the dairy industry in British Columbia tends to 
operate its largest activity at near a break-even point. 


This is why I read this to you rather than try to answer your question. 

Mr. SALTSMAN: Could we have those figures again. 

Co-Chairman Senator CROLL: One figure here struck me as rather high: 
delivery, 5.2c. That seems a very high figure for a quart of milk. 

Mr. McCutcHeEon: The poor old cow is doing it all for 18c. 

Co-Chairman Senator CROLL: Most of the milk as I understand it, is picked 
up at the chain store. The amount of delivery is less and less, but that is their 
figure. 

Mr. GoopWILutiE: That is right. 

Co-Chairman Senator CROLL: What is your own view from that figure for 
delivery? 

Mr. GoopWILuit: Let us go back to the Report of the Royal Commission on 
Price Spreads in Food. This is the farm retail spread of fluid milk. In 1961 the 
farmer’s share was 53.7 per cent. This has not varied materially. In 1950 it was 
56.7. In 1961 it was 53.7. I do not know what it is for 1965. Oh, it is 53.2, Mr. 
Williams tells me, for 1965. 

Mr. WILLIAMS: 53.2. 

Mr. GOODWILLIE: So it has not varied very much. 

Co-Chairman Senator CRoLL: Mr. Cameron, would you like to get in a 
question? 
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Mr. CAMERON: Yes. You were saying in your opening remarks that the 
production of milk had not increased perceptibly in the last several years. 


Mr. GoopwIi..iE: In the last six years. 

Mr. CaMERON: It had been about the same volume. I wonder if you could 
give us any idea of increased productivity of dairy farms. Have you any figures 
on the number of people employed in production? 

Mr. Goopwituie: I will try to get the production per cow for you. 

Mr. WituiaAMs: I have it here. I wonder if we could go on to another 
question until we get that information. 

Co-Chairman Senator CRoLL: No, no. Take your time. The members are 
thinking about it. 

Mr. GoopwituiE: The average milk production per cow in 1950 was 4.9 
thousand pounds, and in 1964, it was 6.3 thousand. The herd size will give some 
idea of this operation; 69.3 per cent of the farms had one to seven cows; 18.7 
per cent had eight to 12 cows, and 12 per cent had 13 cows and over. That is the 
figure for Canada. 

Mr. McCutcueon: I notice by Table V that the increase in the farm value 
of fluid milk per hundredweight from 1950 to 1965 is $1.10 per hundredweight. 
At the same time I see from the D.B.S. figures that the cost-of-living index 
between 1949 and 1966 has gone up 44 points. One assumes, therefore, that the 
1966 dollar has somewhat more than two-thirds the purchasing value of the 
1950 dollar, but the farmer is receiving less than one-third more in dollars in 
1966 than in 1950. Would this indicate that this could be one of the reasons that 
milk production has not been increasing to accommodate itself to the increase 
in population? 

Mr. Witttams: I think that is a very fair statement. Up until this year, 
1966, in general the returns to farmers for milk increased at a slower rate than 
did the cost of the goods and services he had to purchase. This year, the rate 
was approximately the same in so far as manufacturing milk was concerned, 
based largely on Government policy implemented on the Ist April this year. 

Mr. Ouson: Are you discussing now the years between 1966 and 1955 or the 
average back to 1950? 

Mr. WiLLIAMs: Taking the overall average back, the figure in 1965 was the 
first significant rise in prices. The situation is that while there were fairly large 
expenditures of Government funds to bolster the industry, these were related to 
the accumulation of surpluses for disposal. Starting in 1965, however, surpluses 
were disposed of and it was possible to use the funds to supplement the farmer’s 
income rather than to buy up surpluses produced and get rid of them some 
place. This has been particularly true in the current year. In addition there 
have been additional funds available by virtue of the provisions for stabiliza- 
tion of agricultural production. 

Mr. CAMERON: With regard to what I was asking about in Table V and 
Table VI—farm value of fluid milk—is this for the fluid milk market or is it for 
the whole production of milk? 

Mr. GoopwILuiE: This is for the fluid milk market, for the quota milk 
market. 

Mr. SALTSMAN: What effect will the lower price on other than fluid milk 
have on the fluid milk market? I presume that the fluid milk market and the 
market for other milk are drawing closer together, that is that the price for 
fluid milk and the price for milk used otherwise are drawing closer together. 

Mr. WILLIAMS: I think one has to qualify any statement made in regard to 
this. In general the position of manufacturing milk has improved at a slightly 
faster rate. In addition to that, with the dairy support programs for this year, 
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the assistance of the direct payment is extended to part of the fluid producer’s 
surplus production, that is the average price he gets for his whole production 
has increased. I think you will appreciate we have fluid milk producers in this 
country who are getting the top price for essentially all their product and we 
have those down as low as 30 or 40 per cent. Obviously their average price is 
below those who have 100 per cent quota. This year, as a result of Government 
policies, the position of the fluid milk producer has improved rapidly in that the 
federal subsidy extends to some of the fluid milk surpluses. 

Mr. SALTSMAN: You don’t anticipate a change taking place as between the 
two? 

Mr. WILLIAMS: I think the market for fluid milk will continue to be the 
most satisfactory—that is vis-a-vis the manufacturing market which is a 
residual market, despite the fact that the total market for manufacturing milk is 
much greater. The last analysis by the Agricultural Stabilization Board indicat- 
ed that in terms of dollars the fluid milk producer received a much greater 
proportion of the total dollars going to buy milk than did the manufacturing 
milk shipper. 


Mr. SALTSMAN: I come now to a question on butter. Are there still 
regulations on the use of margarine? I understand some provinces had regula- 
tions regarding colouring and things like that. 


Mr. GOoDWILLIE: The manufacture and sale of margarine is legal in every 
province in Canada at the present time. Some provinces have restrictions as to 
the amount of colouring that may be used. British Columbia and Newfoundland 
have no such regulations, but the other provinces say it must be coloured only 
to a certain extent. 


Mr. McCutTcHEON: Do you foresee, as many experts have written in the 
press recently, a shortage of milk developing in this country? 


Mr. GoopwIiLliE: A shortage of milk? 


Mr. McCutcureon: A shortage of dairy products generally. Mr. Williams 
said more fluid milk would be available with less available for manufacture, 
and I would buy that 100 per cent. But do you foresee a shortage in the dairy 
industry? . 

Mr. WILLIAMS: That is a question that cannot be answered without some 
knowledge of what Government policy will be in future years. The situation 
existing at the present time is largely a result of Government policy. I would 
venture to say that with the continuance of the type of policy—and I am not 
talking about the level, but about continuing the type of policy in effect in past 
years—that probably there should not be a shortage. We speak of a very 
complex matter when we speak about shortages. At the present time, for 
example, while we probably could use much more butter in Canada than we do 
use, we are exporting butterfat in the form of cheese to the United Kingdom. As 
Mr. Goodwillie pointed out earlier, at the present time there may be certain 
local shortages of some things, and this may be an inherent defect of the trade, 
because of the use of the raw material for a great many end purposes. We must 
also keep in mind that the facilities for production vary in certain areas. For 
example, we could have a very good season in our main cheese producing 
areas—and now I am speaking climatically—which could result in quite a lot of 
cheese being available and in fact could result in a surplus of cheese, but at the 
same time it might be a poor season in our main cream shipping areas which 
could result in a deficiency of butter. And yet the net position across the 
country would still be one of reasonable balance. 

Mr. McCutTcHEON: We were led to believe by the farmers’ union and the 
Federation of Agriculture that the average age of dairy operators in Canada is 
getting pretty high and that the business is waning. This is why I asked that 
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question. Are we faced with this problem? It may not be relevant to what we 
are talking about now, but I do think it has a bearing. 


Mr. WILLIAMS: I can answer that in part, not with respect to age, though 
we could give you the information on that. Up until the time the dairy policy 
for the current support year was announced there was a very significant 
increase in the number of animals being sold into export, mainly to the United 
States, and the number of animals of dairy type going for slaughter in Canada. 
With the announcement of the dairy policy for the current year the rate of 
movement and the rate of slaughter almost immediately reverted to approxi- 
mately the normal rate. Once again, there were complicating factors in that in 
eastern Canada we had drought conditions last year and feed was short, and 
some of the liquidation could easily have been associated with the difficulty 
people had carrying cattle through the winter until spring because of the feed 
situation. 

Mr. McCutTcHreon: Out in B.C. the dairy operators, I take it, operate for 
nothing. The farmer out there apparently is a prosperous individual. Is there a 
difference? What do they do? Do they sell their cows off or increase their herds? 
Iam a little confused about this. 

Mr. GOODWILLIE: ‘The dairy farmer in B.C. is in a rather fortunate position 
compared to other parts of Canada. Over 50 per cent of the milk produced in 
B.C. is used in the fluid trade, which is in the six-dollar market. 

Mr. WILLIAMS: For the Province of Quebec it is somewhat less than 30 per 
cent goes to fluid. 

Co-Chairman Senator CROLL: Are those the two extremes? 

Mr. WILLIAMS: Yes, I believe they would be. I would want to have those 
figures corroborated though. 

Mr. GOoDWILLIE: Newfoundland would be the lowest. 

Mr. WILLIAMS: I believe all the fresh milk in Newfoundland goes to the 
fluid milk trade, and I believe at present the price to the producer is $9 a 
hundred. 

Mr. GoopwituiE: In 1965, last year, in British Columbia it was 58.4 per cent 
fluid; in Prince Edward Island it was 9.5. I do not know what Newfoundland is. 
In Quebec it is 24.4. 

Mr. WILLIAMS: So the net return on fluid to the producer within a province 
varies greatly. Another point I think one must have to consider is that 
essentially there is no segregation between the manufacturing milk trade and 
the fluid milk trade in British Columbia. It is a modified form of pooling, but it 
is, in essence, pooling. 

Mr. McCutTcHEon: In other words, that would get away from the spread of 
the 3.06 and the 5.01? 

Mr. WILLIAMS: In part, it does. It is not a complete pool. I could explain the 
differences, but it is not a complete pool. 

Mr, CaMERON (Nanaimo-Cowichan-The Islands): Have you any figures as 
to the proportion of the total milk production in B.C. which is handled by the 
Fraser Valley Milk Producers and the Vancouver Island Milk Producers? 


Mr. GOODWILLIE: We could give you the amount produced in British 
Columbia. 


Mr. WILLIAMS: We can obtain those figures. 

Mr. CAMERON Nanaimo-Cowichan-The Islands): I think you will find this 
significant. 

Mr. WILLIAMS: Yes, there is no doubt about it at all. When the Agricultural 
Stabilization Board had a different program, where we paid on the actual butter 
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produced, therewas only one place in British Columbia where we made any 
payments of any significance, which was to Fraser Valley. Even in the case of 
other major milk sheds their production was such that there was hardly any 
left to make butter for assistance under the program. 

Mr. CLancy: Take Table IV, these prices per hundredweight. This is when 
he is delivering the standard 3.5. per cent butterfat? 

Mr. Goopwi.uiE: This whole thing is based on 3.5. Some will be 3.8, some 
3.4. and some 2.9. The bench mark is 3.5. per cent. 

Mr. CLANCY: So he actually gets paid on the butterfat basis? 

Mr. GOODWILLIE: Yes. 

Mr. CLANcY: Once the producer sells the milk, the fluid milk, who produces 
the 2 per cent milk that goes on the market? We have 2 per cent and whole 
milk, and so on. 

Mr. GoopwiLulE: The processor standardizes that and brings it down to 2 
per cent and uses the cream for some other purpose, but the farmer gets paid 
for the full amount. | 

Mr. Wiut1ams: And most milk control boards consider 2 per cent milk 
eligible for the full price. There are different rates for different provinces and 
different agencies as to the average milk price. Their definition of fluid milk 
varies, in other words, from place to place. 

Mr. CLtancy: So that in that case there is no advantage to a producer with 
a dairy herd that is, say, giving an average test of 3 per cent over the fellow in 
an area we are talking about where 2 per cent is looked upon— 

Mr. GoopwiLuizE: A fellow producing milk with 3 per cent gets a lower 
return because it is based on so much a point under 3.5%. If it is higher he 
gets so much more than the basic price, so it is up to him. The higher the fat 
the more money he gets. 

Mr. WILLIAMS: Once again, it is a matter of provincial pricing policy. Let 
us say a province sets a price of $5 a hundredweight for 3.5 milk. This should 
produce a butterfat differential of such-and-such. It may be their present policy 
is for every point above the standard the increase in returns to the farmer is 
slightly less per butterfat percentage than if he delievered exactly on it. It is a 
matter of provincial pricing policy. . ji 

Mr. SALTSMAN: Would you care to make a prediction as to what will 
happen to the price of milk in the next three or four years from the consumers 
point of view, in light of the facts that have come out in the course of 
questioning about the difficulties farmers have in the marginal type of operation 
this is becoming. From the consumers’ point of view, what can they anticipate 
in the next few years as far as the price of milk is concerned, barring 
government subsidy? 

Mr. GoopwiLLiz: You have made so many contingencies I would hesitate 
a guess at this. 

Mr. SALTSMAN: Would it go up? Would it go down? | 

Mr. GoopwiLuteE: I would not care to answer. If I knew the answer to this I 
would not be working for the government. 

Mr. SALTSMAN: I would hope you work for the government because you do 
know the answers to these things. 

Co-Chairman Senator CroLtL: Any other further questions? We have a 
witness with a fund of information here available. 

Mr. CAMERON (Nanaimo-Cowichan-The Islands): All I want, Mr. Chair- 
man, is: Would you put on the record the name of that survey from British 
Columbia? eT 
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Mr. GoopwiLuie: The Dairy Industry in British Columbia. A study pre- 
pared at the request of the British Columbia Minister of Agriculture. It is dated 
September, 1966. 

Co-Chairman Senator CROLL: Gentlemen, if there is nothing further at the 
moment, we are very appreciative to you for your willingness to answer 
questions and for your co-operation and the fund of information you have 
passed on to us. Just because you are a good boy we will probably have you 
back again at a later stage, but that is only because we appreciate you. 

Gentlemen, our witness now is Mr. E. A. Eardley, Director of the Fruit 
and Vegetable Division of the Department of Agriculture. Will you proceed, 
Mr. Eardley? 


Mr. E. A. Eardley, Director, Fruit and Vegetable Division, Department of 
Agriculture: Mr. Chairman and gentlemen, the Department collects and records 
prices of fresh fruits and vegetables at the wholesale to retail level only on 
twelve Canadian markets. The sole exception is a record of prices paid to the 
grower for potatoes in Prince Edward Island and New Brunswick. 


(See Appendix “7’’) 


I believe Mr. Williams has indicated that we are in the process of obtaining 
some additional figures as to producer prices for you and, possibly, retail prices. 
These will be available at a later date. 

The wholesale prices recorded include both domestic and imported com- 
modities. Prices are detailed by province, state or country of origin, variety or 
kind, package, size or count and grade. Because of price variations between 
origins, varieties, grades, et cetera, a valid comparison to determine if prices 
increased or decreased can be made only if all factors are comparable. 

Supplies may fluctuate quite widely from one season to another because of 
changes in acreage, weather conditions, et cetera, and seasonal variations in 
production are usually reflected in prices. In addition to fluctuations in the 
volume of supply, there can be quite pronounced changes from one season to 
another in size, colour, et cetera, which also influence the market. 

After the first appearance of a commodity on the market, and as supplies 
increase in volume, there is a seasonal decline in price. Seasonal variations in 
maturity dates and the rate of increase in volume, frequently make valid 
comparisons between seasons difficult on a monthly basis. An apparent increase 
or decrease in a monthly average price as compared with the same month of the 
previous season may be a reflection of the variation in maturity dates between 
the two seasons. 

Most fresh fruits and vegetables are graded before shipment and sold on 
the basis of the declared grade. Grade standards, however, establish minimum 
requirements only, and there can be quite wide variations at times between 
individual lots of the same grade with a proportionate range in price. 

There is a continuous trade with the United States in fresh fruits and 
vegetables and the Canadian market is influenced by supply and price levels 
south of the border. Shortages in the United States may create a demand for 
Canadian produce and result in higher prices on the domestic market. Con- 
versely, surplus supply situations at extremely low prices may result in a 
weakening of the Canadian market. 

The Department does not collect prices at any level for processed products, 
but minimum prices paid by processors for the raw product as established by 
Marketing Boards in Ontario and British Columbia are recorded. 

I shall turn now to some specific examples. Apples: The September 1966 
average of wholesale quotations at Toronto on McIntosh per bushel of Canada 
Fancy grade was $3.45 as compared with $3.98 in September 1965, a decrease of 
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13 per cent. Apple prices normally decline seasonally in October and November 
when there are liberal supplies of local apples available on most markets. Prices 
on storage apples tend to increase after the New Year as the season progresses, 
although this may be modified by the rate of disappearance as indicated by 
monthly storage holdings. In March or April when the supply of cold storage 
fruit is approaching depletion, apples are removed from controlled atmosphere 
storage and these constitute the bulk of supplies for the remainder of the 
season. Controlled atmosphere apples command a premium over ordinary cold 
storage fruit. The apple market is influenced by production levels in the United 
States and Europe which take the bulk of the average Canadian exports of 
three million bushels. 

Then follow some figures, which we are going to supplement at a later 
date. 


Peaches: Wholesale to retail quotations at Toronto on Ontario Fresh 
Peaches in six quart baskets, Canada No. 1 grade, in August of 1966 averaged 
$1.27 and declined to $1.20 in September as compared with monthly averages of 
$1.15 in both August and September of 1965. Although peach production levels 
in Ontario during the past five years fluctuated between 1.6 and 2.1 million 
bushels, this appears to have had relatively little influence on the market, and 
prices have shown a fairly constant increase. This seems to suggest that the 
fresh market, which takes about 55 per cent of the total crop, can readily 
absorb the maximum volume that can be produced without any appreciable 
downward trend in price. 

There was a crop failure in British Columbia in 1969 because of frost. 
Wholesale prices averaged $2.71 per carton in August 1966 at Vancouver and 
increased to $2.95 in September. Both of these prices are the highest averages of 
the past five years. The 1966 crop was below average because of low tempera- 
ture damage to orchards in December of 1964. 


Potatoes: The September 1966 average price received by New Brunswick 
potato growers for Canada No. 1 White Potatoes of $1.12 per hundredweight 
declined seasonally from the August average of $1.22 and was 6 per cent below 
the September 1965 average of $1.19. Potato prices are ordinarily at their lowest 
levels during the late summer and early fall. The market is determined by the 
size of the overall North American late crop for storage. In 1964-65, despite an 
above average Canadian crop, the market in Canada was strong because of a 
relatively light late fall crop in the United States which resulted in a brisk 
export movement. Prices during the latter part of the marketing season in 
Canada are also influenced by the production levels and market conditions on 
new crop potatoes in south eastern and western producing areas in the United 
States. 


Tomatoes: Opening wholesale to retail quotations on the Toronto market in 
July for 1966 crop Ontario tomatoes averaged $1.85 per six quart basket, 
declining seasonally to an average of $1.27 in August and $.81 in September. 
As compared with the same months in 1965, these prices represented increases 
of 78 per cent, 74 per cent and 11 per cent respectively. Adverse weather 
conditions which delayed maturity and curtailed the volume during the first 
two months of the season were responsible for the increase in prices. 

Wet, cool weather in British Columbia also resulted in delayed maturity 
and August 1966 wholesale to retail quotations on four-basket crates at 
Vancouver averaged 16 per cent above those of the same month in 1965. 
September 1966 prices averaged $3.65 as compared with $3.25 a year earlier, an 
increase of 12 per cent. 


Onions: The August 1966 average of wholesale quotations on Ontario 
Yellow Onions, Canada No. 1 grade in 15/3 pound cello containers at Toronto of 
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$4.80 declined seasonally to a September average of $3.89. Both of these 
quotations are the highest for the same months during the past five years. 
Although no estimates of 1966 production are yet available, acreage is smaller 
than in 1965 and dry weather is expected to have reduced yields. The higher 
prices may reflect an anticipated smaller crop and the fact that a marketing 
board has been established to handle the sale of the crop. Seasonal averages 
during the past five years do not indicate a definite trend. 


Carrots: Wholesale to retail quotations on Ontario carrots, Canada No. 1 
grade in 24/20 ounce cello containers at Toronto in August 1966 averaged $1.63 
as compared with $1.78 in August of 1965, a decline of 8 per cent. Prices de- 
clined seasonally in both years to an average of $1.41 in September. No definite 
trend is apparent in the seasonal average prices during the past five years. The 
relatively high averages during the last four months of the 1961-62 and 1965-66 
seasons appear to reflect the somewhat smaller crops harvested in each of these 
years. 


Processing Crops: Minimum prices are established each year in Ontario and 
British Columbia for the major commodities sold to processors. In comparing 
prices, no comparison with 1965 is possible for tender tree fruits in British 
Columbia because of an almost complete crop failure resulting from low 
temperatures in December 1964. 

Ontario 1966 peach prices are unchanged from 1965 but 13 per cent above 
1964. Those established in British Columbia are 41 per cent higher than 1964. 

The 1966 price for Ontario pears is 12 per cent less than the 1965 price 
which was the highest of the past five years. The British Columbia pear price in 
1966 is four per cent lower than the three years prior to 1965. 

Prices set for peas in Ontario in 1966 are approximately three per cent 
above those of 1965, corn about four per cent and tomatoes 10 per cent. 

Co-Chairman Senator CROLL: Mr. Olson? 

Mr. OLson: Mr. Chairman, I would like to refer to the table showing the 
prices of potatoes, particularly, because I suppose this is one of the most widely 
used vegetables during the entire season. I am curious about the very wide 
variations in price. For example, for the 1961-62 selling season—for the 1961 
crop, I presume, the price in September was 81 cents per hundredweight; for 
October, 70 cents; for November 66 cents; and December 72 cents. The price 
went away down in this area all through that season. Those producers must 
have taken a real shellacking so far as return on their operating expenses was 
concerned for that year. How far back do these kind of prices go? Is that an 
unusual year or not for a ten year period, or something of that kind? 


Mr. EARDLEY: That was unusually low, but there are very wide variations, 
depending almost entirely on the production. Canadian production varied all the 
way from 40 million hundredweight to 55 million hundredweight over the 
years; and in 1961 it was 44 million hundredweight. 


Mr. OLSON: But is it the variation in the volume of production in Canada 
that has really caused the prices to fluctuate so much? 


Mr. EARDLEY: Not entirely so much, sir. As I mentioned in my opening 
statement, Canadian producers of fruits and vegetables are influenced to a large 
extent by what goes on south of the border. 


Mr. OLSon: That is right. 


Mr. EarDLEY: I have not the United States production, but it is quite 


possible that the low prices could be correlated with high production in the 
United States. 


Mr. OLSON: Could you give us any assistance in any way to establish or to 
find an average of what it costs to produce these potatoes, for example, in 
1961-62. These prices surely did not meet the cost of production, did they? 
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Mr. EARDLEY: No. 

Co-Chairman Senator CROLL: What prices are you referring to, Mr. Olson? 
Mr. OLSON: All through the season. 

Co-Chairman Senator CROLL: 1961-62? 

Mr. OLson: The average price in New Brunswick. 

Co-Chairman Senator CROLL: For that year? 


Mr. Ouson: Not particularly that year, but so that we can pinpoint 
something now. For instance, the price for June 1965-66 shows the price has 
gone up to $5.09. Is there a point of breaking even as far as the producer is 
concerned? 


Mr. EARDLEY: Of course, the 1964-65 season was an unusual one. Canada 
was fortunate in having a reasonably good crop, and there was a short crop on 
the other side of the line. We exported quite a substantial volume, and 
obviously this strengthened the domestic market and that accounts for the high 
price. If it is of any assistance to you, I can give you some wholesale prices, 
seasonal prices, for New Brunswick potatoes on the Montreal market. 


Co-Chairman Senator CROLL: Certainly. 


Mr. EARDLEY: Perhaps you would like to add those to your table at the 
moment. In 1961-62, $1.92. 


Mr. Ouson: Is that for the year? 


Mr. EARDLEY: This is a seasonal average for New Brunswick potatoes per 
hundredweight on the Montreal market. 

Mr. WILLIAMS: This is the marketing year, not the calendar year. 

Mr. EARDLEY: 1962-63, $2.56; 1963-64, $2.68; 1964-65, $4.19; 1965-66, $3.30. 

Perhaps I should point out here that these seasonal averages of the 
producer, that is, 90 cents $1.28, etc. are for “bulk’—they deliver the potatoes 
to the packing house, and the packing house has the expense of grading and 
bagging, and of course any other work that the shipper has. There is then 
roughly a 41 cent freight rate from New Brunswick to Montreal, which varies, 
depending on the size of the car, all the way from about 39 cents up to 45 cents. 
The size of car that is shipped now has a freight rate of 41 cents to Montreal. 


Mr. Otson: I am a little confused because you say these are the average 
prices paid for Canada No. 1 grade per hundred. 

Mr. EarDLEY: If I deliver 50 barrels and they only grade out 40 barrels of 
Canada No. 1 grade, I am paid only for 40 barrels. 

Mr. WILLIAMs: In regard to part of Mr. Olson’s question as to whether they 
meet the cost of production in the area, I may say that whether this was or was 
not the case, the Stabilization Board was authorized to introduce a support for 
this production in New Brunswick. Under that program, the Stabilization Board 
paid for a subsidy on potatoes used for starch production with the payment 
varying, depending on the time of year. The object was twofold—to increase 
the return to the producers; and to remove surplus potatoes from the market, in 
order to stabilize prices. 

Mr. OLSoNn: Did you attempt to set that up at what is called parity of prices 
there, in determining the level you were going to start them at? 

Mr. WILLIAMS: I would have to answer, I am afraid, that it was set up on 
a basis of the absolute minimum cost of production, without having terrifically 
strong figures to justify the basis of the cost of production. 

Mr. Ouson: Do you have some of those figures? 

Mr. WILLIAMs: I think they could be obtained. It was quite a while ago, 
sir, and I do not know their relevance in terms of cost of production at the 
present time. 
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Mr. OLSon: You do not carry this program on at the present time? 

Mr. WiLuiaMs: No, sir, it was only operating in the production year 
1961-62. 

Mr. Otson: Then it is a fair assumption that the market demand in relation 
to the total supply in Canada really does not affect the market for potatoes very 
much. 

Mr. WILLIAMS: Within the limits of the tariff, which is 373 cents per 
hundredweight. 

Mr. Ouson: The greatest influence in this wide variation of prices is what 
happens in the United States? 

Mr. EARDLEY: Without trying to generalize, yes. With all fruits and vegeta- 
bles, prices cannot go to any unreasonable heights in Canada, because you at 
once invite imports. Obviously the United States has vast more production 
than we have. Unfortunately, their crops come in mostly a little ahead of 
ours, which makes it difficult. In general, however, if we have a short crop 
over here, there has to be a short crop also in the United States for our pro- 
ducers to benefit. If the shortage is merely in Canada, once the price gets above 
a figure of X, it just invites imports. 

Mr. Ouson: During these years 1961-62 when it was extremely low, up to 
1964-65, which are somewhat higher—in fact I think that is the highest 
average—is there anything with respect to Government policy in Canada or in 
the United States that may have directly or indirectly affected this increase of, 
whatever it is, about 400 per cent? 

Mr. EARDLEY: No, there is nothing so far as Government action in Canada 
that affects it. It is simply a question of short supply on the whole continent, 
starting with the earliest one in the spring. 

Mr. Outson: No change in the United States government policy that might 
have affected the price level in the market there, during that period? 

Mr. EARDLEY: I do not know of any. Of course, the value for duty has been 
established on more than one occasion, when imports were at a very low level, 
and were undermining the Canadian potato market. 


Mr. Ouson: I understand that but I am wondering if there was any change 
in United States government policy that may have affected the encouraging or 
discouraging of production of potatoes in the United States? 

Mr. EARDLEY: I do not know of any. 


Mr. WILLIAMS: The only one I can think of, Mr. Olson, is a very indirect 
one, which was of course their restriction of acreage of other crops although in 
general this was not in areas where potatoes were competitive. 

I should say something in regard to implications in an earlier answer. Year 
after year Canada is a net exporter of potatoes, so while we cannot say that the 
price is set in the United States, it is the maximum that is set, because we are a 
net exporter. It is not because the potatoes are of necessity coming in here and 
setting the price. 

Mr. Ouson: There has been a very significant drop in the June price, for 
example, between 1964-65 and 1965-66. The price paid to the grower was 
5.09—that would be June 1965—and it has fallen to 1.61 cents in June 1966. Is 
there any special reason for that? 

Mr. WILLIAMS: I would think there is a very definite reason for it and the 
Government later took action in respect of this. That is June 1966, I think you 
will appreciate, sir; it is 1965 marketing season but it is June 1966 we are 
speaking about there as compared to June 1965. 


The California digging season was very late this last year—that is, this last 
spring—and as a consequence their potatoes down there dropped to a very, very 
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low level. Because of this they could not get them dug and marketed before the 
volume came on from other states, thus, their potatoes came on late, they were 
a glut on the market there and prices dropped and potatoes moved into Canada 
and put the prices down. 


Mr. Otson: Do you think this was a temporary situation? 


Mr. WILLIAMS: It was remedied by the value for duty that was applied at a 
later date and of course the situation corrected itself somewhat as time went on. 


Mr. OLSON: With respect to onions, you say in your brief: 


The higher prices may reflect an anticipated smaller crop and the 
fact that 'a marketing board has been established to handle the sale of the 
crop. 


I wonder if you could explain why you suggested a marketing board may reflect 
the change in these prices. 


Mr. EarpDLEY: There have been marketing boards in Ontario off and on for a 
number of years. Never to my knowledge has this covered the entire province: 
it has been more localized than provincewise. This year for the first time there 
is a marketing board for onions in Ontario, in which all producing areas are 
represented. 

Mr. OLSon: It covers the entire province? 


Mr. EARDLEY: Yes. There will be a pooling system. The dealers who sell 
onions are going to be licensed. It would be early to know exactly where it is 
going to, but it is giving the whole onion market a little more buoyant feeling 
than otherwise. 

Mr. WritiAMs: I think that a compulsory marketing board over the whole 
province means that there is less incentive for people to try to get marketing 
done early, in other words, to compete on the early market. 


Mr. CAMERON: Have you any comment to make on the complaints—which I 
have heard on a number of occasions from potato growers in my area—that the 
imposition of the tariff provisions to protect, it may be, the price levels, 
invariably come too late and are too little to put on after the price has risen. 


Mr. EaRDLEY: There are two things here, I am not sure to which one you 
are referring. As to the actual seasonal duties for the various fruits and 
vegetables which are established for a certain length of time, dependent on the 
commodity, the Department of National Revenue is requested by the industry, 
through the Canadian Horticultural Council to apply the seasonal duty on 
peaches, onions, or whatever product is coming in. This is done. This is an 
industry recommendation, and having “X’’ number of weeks of seasonal duty, 
they apply it in the various areas—British Columbia and the prairies, Ontario 
and Quebec, or the Maritimes—the three different areas. They apply it where 
they think the number of weeks that they have for the seasonal duty will do the 
most good. . 

I somewhat suspect that the complaint you have heard is about the value of 
duty which we are talking about rather than the seasonal duty. I suppose this is 
inevitable, but it takes some considerable time to really establish what the 
market is in Canada, what the market is in the United States and how it is 
affecting the Canadian market, after somebody has said that it is hurting us. 

Co-Chairman Senator CrRo.u: Is that not Mr. Cameron’s point, that by the 
time you get round to that the damage is done. You know what is going on in 
the country and I am sure that the people who are affected are not the least 
backward of complaining. Why can this thing not be applied and applied most 
immediately? I think that was the substance of Mr. Cameron’s question. 

Mr. Smiurtu: Is it not too slow in its application? Is that not the general 
complaint you hear from peach growers? 
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Mr. WILLIAMS: It has never been applied to peaches. The law was only 
applied to potatoes, to the best of my knowledge. It was applied on three 
occasions. It is a very difficult law to apply because of international repercus- 
sions and the legislation is not administered by the Department of Agriculture. 

Another possibly more important consideration is that the interests of the 
potato growers across Canada are quite divergent. We have one segment of the 
country which might be called protectionists insofar as its potatoes are con- 
cerned, and we have another segment of the country which might be called 
free-traders insofar as its interests are concerned, and those responsible for the 
administration of this piece of legislation have this very much before them 
when giving consideration to it, namely that, while saving the people in one 
part of the country they may be damaging the people in another part of the 
country. I think the real difficulty in reaching a decision in respect of value for 
duty on potatoes is to balance the net benefit against the possible net disadvan- 
tages that might accrue from the application of the law. 


Co-Chairman Senator CROLL: Yes, but it is not done. The Department of 
National Revenue does it, but not without a recommendation from your 
Department. 


Mr. WILLIAMS: That has been the practice to date, sir. 


Co-Chairman Senator CROLL: Yes. We will have Mr. Cameron and then Mr. 
Smith, 


Mr. CAMERON: I have another related question which always struck me as 
one of the requirements of the potato industry. Many of the potato producers in 
my area rely to a great extent for their returns on supplying seed potatoes to 
California. They have to have seed potatoes every year. What are the American 
tariffs, or are there any, with regard to the import of seed potatoes? Are they 
freely allowed into the country? 


Mr. WILLIAMS: The rate is reciprocal, and it does not matter whether they 
are table potatoes or seed potatoes. The rate is 374 cents per hundredweight up to 
a quota. Above that it doubles to 75 cents. The movement north does not have the 
doubling in it. In other words, we do not have a quota on either table or seed 
potatoes coming into this country from the United States. There is no absolute 
quota on potatoes going into the United States. There is a change of tariff at a 
certain level. 


Mr. CAMERON: You do not have that change? 
Mr. EARDLEY: We do not have that change. 


Mr. CAMERON: May I refer to your apples. I notice you have figures for the 
Ontario apples but not any on the British Columbia Tree Fruit Limited. 


Mr. EARDLEY: That will be included in the later submission, sir. We do have 
the figures. 


Mr. SMITH: I have just one or two questions about the fluctuations in prices 
during the winter, after certain of the crops are completely harvested, and I 
mean winter vegetables for home use. For example, in carrots in the 1963-64 
crop year, starting with December when, clearly, all carrots that can be 
harvested in Canada have already been harvested, the December price was 
$1.29. In January it was $1.66. There was a falling off in April. It come back to 
wiles. You notice the same fluctuation in certain years in onions and potatoes. 
There is an up and down movement when, clearly, the limit of the Canadian 
crop has been well established because everything has been harvested and has 
been put in storage. It is just a matter of going to the market. Why, for 


example, should carrots jump from $1.22 a bushel in December to $1.66 a 
bushel in January? 


Mr. EARDLEY: Well, there is extra storage and shrinkage out of storage. 
Supply and demand and imports come in later on than that to help supply the 
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market. But, basically, the change is an extra month’s storage and an extra 
month’s shrinkage in grading. 

Mr. SmrtH: Then, in the month following they stop falling again by 20 cents 
a bushel in February. 

Mr. EARDLEY: This is the time of year when imports start to compete with 
ours, and housewives think that a fresh bunch of Texas carrots is better than a 
bag of Canadian carrots. 

Co-Chairman Senator CRoLL: What does she pay for Texas carrots and for 
Canadian carrots? 


Mr. EarpLey: I do not know, sir. We will see what we can do to get that 
information. 


Co-Chairman Senator CROLL: You mean your wife has not told you? 


Mr. EarDLeEyY: I certainly have not got any figure that I would like to give 
right now. 


Co-Chairman Senator CROLL: Give us what figures you have. We will have 
some others later, but tell us what is in your mind now. 


Mr. EARDLEY: In February, 30 pounds of Canadian carrots, that is 24x20 oz, 
will run in the neighbourhood of 5 cents to 7 cents a pound. 


Co-Chairman Senator CROLL: That is what the wife pays? What she pays at 
the store? 


Mr. EARDLEY: No, this is wholesale to retail. I would think that—and this is 
a pure guess, sir. 


Co-Chairman Senator CROLL: That is all right. 


Mr. EARDLEY: I would think that the imported carrots would be in the order 
of 7 cents to 10 cents a pound. 


Mr. CAMERON: I wonder if I could just ask a question I forgot to ask with 
regard to apples. I notice you really have the wholesale prices here. Have you 
got any figures on the price paid to the producers? 


Mr. EARDLEY: We are working on that. The Dominion Bureau of Statistics 
put out prices to producers, but this is the price for all apples. We have got, and 
I am in the process of compiling, prices for McIntosh apples to the grower in 
British Columbia, which can be related to the figures we are going to give you, 
wholesale to retail. In other parts of Canada it is very difficult to give grower 
prices for a variety. 

Mr. CAMERON: Why is that? 


Mr. EarpLEyY: Because in quite a number of the areas, and this is par- 
ticularly true of Ontario, the dealers might buy a man’s orchard—in fact, they 
do—and they may even buy the apples on the tree at so much a bushel for all 
varieties from the poorest variety up to the best. The dealer may buy all the 
man’s apples, “free-run, culls out”, in which they have taken out the worst of 
the apples although it is not a completely graded apple. Here again the dealer 
will pay so much a bushel which will include all varieties. Therefore, to try to 
arrive at a price to the grower for McIntosh apples is very, very difficult, 
except in places such as British Columbia, where everything goes through the 
one office, and we have fairly accurate figures on that. 

Co-Chairman Senator CROLL: Just one moment, Perhaps this will help the 
Committee a little bit. Can you give me some figures? You said that in February 
of 1966 the cost to the retailer was 5 cents to 7 cents a pound. Is that what 
you said? On carrots? 

Mr. EARDLEY: Yes. 


Co-Chairman Senator CROLL: Just for your own information, carrots in 
February of this year sold for 13.5 cents a pound. Now, give me a few others that 
you have there and we will try to compare figures. 
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Mr. EARDLEY: I just gave you a range. 

Co-Chairman Senator CROLL: But what month? 

Mr. EARDLEY: This was wholesale to retail that I gave you. 

Mr. WILLIAMS: Let us just take another place. You tell us one, sir, and we 
will tell you what it was. 

Co-Chairman Senator CROLL: All right. Tell me what June of ’65 was, 
wholesale to retail? . 

Mr. WiLuiaMs: They did not have any June or July price on Canadian 
carrots then, sir. 

Mr. EARDLEY: In June of 1965, there would be few, if any, Canadian carrots 
on the market. We do not have a price. 

Co-Chairman Senator CROLL: Any in July? 

Mr. WILLIAMS: We don’t have June or July prices on Canadian carrots. 

Co-Chairman Senator CROLL: What about August 1965? 

Mr. WILLIAMS: Six cents a pound. 

Co-Chairman Senator CROLL: And they were selling at 15.6 cents a pound. 

Mr. EARDLEY: And in September it was five cents. 

Co-Chairman Senator CROLL: And selling at 12.8 cents a pound. Now in 
1966, what about March? 

Mr. EARDLEY: 73% cents. 

Co-Chairman Senator CROLL: And selling at 15.2. What about May? 

Mr. EARDLEY: For May we have no figure. 

Co-Chairman Senator CROLL: How is it that the DBS is three months ahead 
of you? 

Mr. WILLIAMS: We have later figures than that, but for that month we had 
no Canadian carrots. 

Mr. OLSON: There you have a 100 per cent markup. 

Mr. SMITH: Would packaging play a big part in the cost of staple 
vegetables like carrots? 

Mr. EARDLEY: These figures for carrots are for those already packaged in 

4-pound bags. 

Co-Chairman Senator CROLL: It is a net profit. 

Senator CARTER: Mr. Chairman, these tables we have give the average 
seasonal price for potatoes, carrots and onions, etc. Does grading enter into this 
at all? 

Mr. EarRDLEY: This is graded produce. With the exception of apples, 
practically all vegetabels are sold as Canada No. 1. There is very little No. 2 
except in years of short supply. Only in those years do you have Canada No. 2 
grade potatoes, carrots or lettuce. 

Mr. WILLIAMS: When Mr. Eardley says that he means that very little No. 2 
grade comes through retail channels. The lower grades go to processing as a 
rule or are fed to livestock. | 

Senator CARTER: You read to us some time ago a list of figures of prices on 
the Montreal market. I copied them down and I am not sure if I have them all 
down correctly. The figures I copied down for 1961-62 show a price average of 
90 cents and the retail at $1.92 which was almost 100 per cent higher. For 
1962-63 it was $1.58 as against $2.56, Coming down to 1963-64, 1964-65 and 
1965-66, the spread is only 30 per cent. Did something happen between 1963 
and 1964 to lower the spread from 100 per cent to 30 per cent? 

Mr. EaRDLEY: Well, the higher the price goes the more room there is to 
make a profit. To quite a large extent, not entirely by any means but to quite a 
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large extent, they expect to make so much. Granted when the price goes up 
they make a little more. The higher the price goes to the producer does not 
mean of necessity a corresponding increase in the markup. 


Mr. WiLui1AMs: I have done the spread in dollars—not as a percentage—in 
the five years in question and they are $1.02, $1.28, $1,148 $1:27 and $1.29. Over 
those years with the exception of the very low year there has not been too great 
a change in the spread. 

Senator CARTER: The difference in dollars is not very great. 

Co-Chairman Senator CROLL: What, to your knowledge, is the usual mark- 
up on the vegetables that we have been discussing? Let us say first of all the 
retailer’s level. Or perhaps you can tell us what it is at all stages, from your 
knowledge and on the basis of your experience, starting at the beginning. The 
farmer who has the carrots, what does he sell them for and then where do they 
go? 

Mr. EaRDLEY: The carrot then goes, generally, to some wholesaler. 

Co-Chairman Senator CROLL: What does the wholesaler usually mark up? 

Mr. EarpLEy: That varies greatly in cities. These are just my hunch; I 
could be quite wrong. In cities like Toronto and Montreal the markup is 
considerably less and they discuss it generally in terms of saying ‘‘We work for 
nickels and dimes.” I don’t think they are that badly off, but they do get far less 
than some of the other smaller cities such as Ottawa. I would think that 123 
per cent might be a wholesaler’s markup selling to the retailer. 


Mr. UrtiE: In which city? 

Mr. EARDLEY: In Montreal or Toronto—in large cities. 
Mr. UrIE: They would be greater in Ottawa? 

Mr. EARDLEY: Yes. 

Senator CARTER: Would that include packaging? 


Mr. EARDLEY: Yes. That includes the servicing they do on top of their costs. 
They have the cost of packing. Very, very few carrots are now sold in bulk; 
they are nearly always wrapped up in polyethylene bags and this is done by 
the wholesaler and not by the store in question. 


Mr. SmirH: He would not bag them within his 123 per cent markup. He 
would not wash and sort them and bag them for that? 


Mr. EARDLEY: His profit on the handling runs in this area. 
Co-Chairman Senator CROLL: Now take us the next step. 
Mr. WILLIAMS: From the retailer to the consumer. 


Mr. EarDLEY: I have heard that on a produce counter the markup is 
approximately one-third of the selling cost. 


Co-Chairman Senator CROLL: Thirty-three per cent. 

Mr. Otson: One-third of the retail price is a 50 per cent markup. 

Co-Chairman Senator CROLL: There must be a considerable loss there. 

Mr. EARDLEY: This is why it is so high, because the shrinkage, particularly 
in some commodities, is very, very high. 

Mr. OLSON: What do you mean by shrinkage? 

Mr. EARDLEY: Loss from decay or over-maturity of fruits—slimy decay on 
lettuce and that sort of thing. In a well-run produce counter in a supermarket 
they go over their entire produce every morning to take out what is not right. 
They do not always do it and sometimes we find they do not take out enough. 

Mr. Otson: Have you any idea what percentage there is of shrinkage? 

Mr. EarpLEey: That is very hard. It would vary with commodities. You 
could lose all the peaches you had in the store by tomorrow morning. Pears are 
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also very, very perishable and lettuce is very perishable. Obviously carrots and 
potatoes and what are called the “hardware vegetables” are not subject to the 
same amount of shrinkage. 

Mr. Ouson: I realize this could happen if something happened to the — 
temperature control. Have you any idea what the average loss is from this kind 
of shrinkage? 

Mr. WILLIAMS: We will try to get some records. 

Mr. EARDLEY: I will give you a personal experience of what happened with 
peaches, which is a very perishable commodity. Years ago, when I was the local 
inspector here in Ottawa, I was asked to make an inspection on a car of peaches, 
which had been shipped from the Niagara Peninsula two days earlier. My 
certificate showed 75 per cent decay. The shipper was quite convinced I was 
absolutely wrong and he flew down. By the time he flew down it was over 80 
per cent. That was in about 48 hours. 

Mr. Otto: This would be an unusual situation? 

Mr. EARDLEY: Yes, this is unusual, but this is what can happen, particularly 
in a year when the incidence of brown rot in high. You have different diseases 
that affect different commodities. Sometimes it is very prevalent and sometimes 
it is not. So, it would be most difficult and, I am afraid, misleading if we tried to 
give a figure for the shrinkage. 

Mr. McCutTcHEon: Time is getting on and I do not want to belabour the 
committee with long-winded comments, but is this a fair assumption from an 
analysis of your tables, that there has really been no distinctive upward trend 
in the prices at the farm level? 

Mr. EarDLEy: The only exception would possibly be peaches. 

Mr. McCutTcHEON: Yes. From your great store of facts and figures, can 
anyone tell me the retail price of a can of tomatoes in 1961? 

Mr. EarpLey: Not at the moment. This is one of the things we are trying to 
get some information on. 

Mr. McCutcuHeEon: Mr. Chairman, do you have anything on it? 

Co-Chairman Senator CROLL: On peaches? 

Mr. McCutcHEon: No, tomatoes. 

Mr. WILLIAMS: When do you want it for—1951? 


Mr. McCurTcHEon: In 1961 and ’66, so we can compare the prices with those 
on the chart here. 


Mr. WILLIAMS: All I have on retail price is the average for 1964 compared 
to 1966, but I do have the index back to 1949. 


Co-Chairman Senator CROLL: Give him the index to 1949, tomatoes canned. 


Mr. WILLIAMS: Yes, 28-ounce canned. The July, 1966 price relative to the 
1949 price was 178.6. 


Co-Chairman Senator CROLL: What is that, July, 1966 did you say? 


Mr. WILLIAMS: The July, 1966 price, the index, using 1949 as the base, 
was 178.6. 


Co-Chairman Senator CROLL: I have 30.8. 


Mr. WILLIAMS: Yes, that is right. 35.8 was the actual price, and that was 
178.6. 


Mr. McCutTcHEon: By that same method, could you give it in 1961? 
Mr. WILLIAMS: I am afraid not. We can get it, but we do not have it here. 
Co-Chairman Senator Cro: I have 1965 and 1966. 


Mr. WILLIAMS: In 1964 it was 31.5. In 1965 it was 34.5; and in July, 1966 it 
ag B53. 
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Mr. EARDLEY: And to go back one more year, in 1963 it was 27.1. 


Mr. McCutcHEon: Now we are getting someplace. If you turn to your last 
chart on processing crops, the minimum prices paid per ton by processors to 
growers for representative commodities, and the Ontario tomatoes for the four 
years 1961 to 1964 the price is stable at $35.10 per ton. The last figure you gave 
me was 27.5. 

Mr. EARDLEY: No, 27.1. 

Mr. McCutTcHEon: 0.1, was it? 

Mr. EARDLEY: Yes. 


Mr. McCutTcHEON: Which was the last year based on the 35.10 price. We 
have gone up from 27.1 to 35.8, and the price per ton has gone from the $35.10 
in 1961 to $42.55 in 1966. Is there a direct correlation there? 

Mr. EARDLEY: Except for the 1963 and the 1964, while the grower prices 
were the same, the retail price went up. The others, I think, reflect reasonably 
the increase plus added other costs. 

Mr. McCutTcHEON: Would you just comment this way, is the spread from 
27.1 to 35.8 in direct relationship to the price from $35.10 to $42.55, or is it not? 


Mr. EARDLEY: I think there is a significant correlation, yes. 


Mr. WILLIAMS: Almost directly. Each is about a 10 per cent increase. From 
$35.10 to $38.60 is an increase of $3.50. This is exactly 10 per cent increase in 
the price to the producer. From 31.5 to 34.5 is an increase of 3 cents, which is 
just under 10 per cent increase in price to the consumer. 


Mr. McCutcHEon: This is the point we have to get at. We want to find out 
if there is something, and the only way we are going to find out is through 
meaningful figures like this. If they are staying in line everything is all right, 
but if they are not this is what we have to find out. 

Mr. WILLIAMS: We will endeavour to work them out for you. 


Mr. McCuTcHEOoN: Thank you. It is interesting to note that since 1961 the 
price of picking tomatoes just for field labour has advanced from about 10 
cents, 12 cents per hamper to a current price of 25 cents per hamper. There 
are approximately 35 hampers in a ton of tomatoes, so it is obvious that 
the farmer has not picked up a heck of a lot on that increase. I have no further 
questions. You have answered what I had in the back of my mind, and I want 
to thank you. 

Co-Chairman Senator CROLL: We were discussing carrots a little while ago 
and you gave us some rather useful information. Would I be right in suggesting 
to you that what is applicable to carrots is applicable to onions, turnips, cabbage 
and fresh tomatoes? 

Mr. EAarRDLEY: If you eliminated the fresh tomatoes, I would say, roughly, 
yes. 

Co-Chairman Senator CRoLL: Let us have it then, onions, turnips and 
cabbage. The same thing would be applicable as is applicable to the carrots? 

Mr. EARDLEY: Yes. 

Co-Chairman Senator CROLL: Fresh tomatoes, Mr. McCutcheon has been 
talking about that. You are getting him some figures. Have you anything to say 
at all about canned goods? They seem to have held their own pretty well, and 
there have not been any great fluctuations. Are there any observations you can 
make? 

Mr. Earpuey: As far as the producer is concerned, you have the figures of 
the producer prices for the main commodities that are processed, and they have 
moved up. There have been some ups and downs. I do not think any of the 


higher prices are abnormally high. Of course, you have to remember that when 
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you buy a can of tomatoes or peaches, that the tomatoes and the peaches in that 
can do not represent a tremendously high item in the whole cost. You have the 
cost of the operation, you have the cost of the can, you have the cost of the 
labour, you have the cost of, maybe, sugar, depending on what it is. So, there 
are a lot of things that go into the cost of producing a can of tomatoes or a can 
of peaches above the price of the fruit itself. 

To give you some rough ideas as to the cost of the actual commodity in a 
20-ounce can, the cost of the peaches is around 9 cents, the cost of pears is 
about 8.7 cents—this is based on this year’s prices, incidentally—peas, 4.5 cents; 
corn, 4.5 cents; and tomatoes—that is, canned as opposed to juice—about 4.75 
cents. 

Co-Chairman Senator CROLL: Just let you and me do a little trading. Are 
we talking about the same thing? 

Mr. WILLIAMS: I have the figures here, sir. 

Co-Chairman Senator CroLu: Are we talking about the same thing? Are 
you talking about tomatoes, canned, 28 ounces? 

Mr. EARDLEY: No, this is tomatoes, canned but in 20-ounce cans. I suppose 
you could add a proportionate amount. 

Mr. UrtE: But we are talking about the value of the tomatoes in that can? 

Mr. EARDLEY: Yes. 

Mr. WILLIAMS: The best estimate we have for 1965 is that of the consumer 
dollar spent on canned tomatoes the producer gets 16.3 per cent. Of the 
consumer dollar spent on canned corn the producer gets 18.6 per cent, and with 
respect to canned peaches the figure is 24.4 per cent. 

Co-Chairman Senator CROLL: Now you are getting into useful figures. Give 
us some more. 

Mr. WILLIAMS: Those are the only canned products for which I have figures 
here. 

Co-Chairman Senator CROLL: Have you any other figures that will be 
useful to us? 

Mr. WILLIAMS: I have plenty of figures here, but I do not know whether 
they will be of use. 

Co-Chairman Senator CROLL: You are as good a judge of that as I am. 

Mr. WILLIAMS: I think the committee would be interested in some of these. 
These are all for 1965. For cheese it is 36.3 per cent; for fluid milk, as was 
mentioned earlier this afternoon, it is 53.2 per cent; for evaporated milk it is 
37.3 per cent; for fresh apples it is 26.2 per cent; for potatoes it is 49.7 per cent. 
These are all percentages—the percentage to the consumer. 

Co-Chairman Senator CROLL: The percentage of what? 


Mr. WILLIAMS: The percentage of the consumer dollar that reached the 
producer in 1965. With respect to wheat used in flour, the figure is 30 per cent; 
beef 57 per cent; pork 59 per cent; broilers 58.6 per cent; eggs 65 per cent; and 
butter, based on butter fat, 78 per cent. 

Those are the figures that I have. I think one thing very worthy of note all 
through here is that those commodities which are relatively unchanged, such as 
eggs, or which require a minimum of processing, in general return by far the 
greater percentage to the farmer. 

Mr. OLSON: Do you have an amount that the producer gets out of bread? 


Mr. WILLIAMS: I have, but I did not give it because I was afraid somebody 
would ask if it includes the shortening and things of that nature. The figure I 
have here is 12 per cent. 


Mr. OLson: For the wheat? 
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Mr. WILLIAMS: Presumably this is for the wheat, but I am afraid I cannot 
answer in respect to other agricultural commodities. When I came to this figure 
I proposed to look into it myself and find out the answer for my own satisfaction. 


Mr. Outson: We will wait until you do that. 


Mr. WILLIAMS: You have a commodity here which does have other agricul- 
tural products in it as well as wheat? 


Co-Chairman Senator CROLL: But you are going to give us the answer? 

Mr. WILLIAMS: I will give you the answer as to what that figure of 12 per 
cent means. 

Mr. McCutcHEON: In other words, you are going to give us figures on this 
basis, say, that there is two cents worth of farmer’s wheat in a loaf of bread? 


Mr. Wiuu1aMs: No, what I intend to do, sir—the figure that I have here 
shows that of the consumer dollar 12 per cent is returned to the farmer. What I 
did not know when I came to this figure in this list was whether it referred to 
wheat only, or whether some adjustment has to be made for other agricultural 
commodities contained in a loaf of bread, such as dry skimmed milk powder, 
shortening, sugar and things of that nature. I shall find out what that figure of 
12 per cent refers to—whether it refers to the aggregate of all agricultural 
commodities or to the wheat portion only. | | ale | 

Mr. Otson: I have just one other question, Mr. Chairman, and it is a short 
one. This table on potatoes shows a decline in the price from $5.09 in June, 1965 
to $1.61 in June of 1966. Do you know whether there was a corresponding 
decline in the price to the consumer? 

Mr. EARDLEY: Not offhand, but I would suspect there was. eyouae ts 

Co-Chairman Senator CROLL: You would suspect there would be? 

Mr. EARDLEY: Yes. 

Co-Chairman Senator CROLL: We suspect otherwise, you know. 

Gentlemen, as we have gone along, the Department of Agriculture have 
become more and more helpful to us. Of course, it may be that we are 
understanding what they are talking about better than we did when they first 
arrived. We have had a great deal of information given us today. I do not know 
when we shall be able to hear from the Department again, because at our next 
meeting we will hear from the Governor of the Bank of Canada, and after him 
we will be hearing from the Dominion Bureau of Statistics. However, it is quite 
possible that we will return to the Department of Agriculture, at which time we 
shall receive all the answers Mr. Williams has said he will give us. We will have 
one session at that time with his whole staff. 

Of course, Mr. Williams, you will have some one present throughout our 
proceedings, even though you are not here yourself? 

Mr. WILLIAMS: Yes. / 

Co-Chairman Senator CRoLL: By that time you will know what we are 
trying to get at, and be able to assist us in reaching some conclusions. When 
you come before us again please have all the material that you have been 
preparing which you think we ought to have. Prepare it in the same way you 
would if your minister told you he was going to deal with this or that subject, 
and asked you to prepare material for him. You and I are in the same position. 
We are both public servants. Sometimes you will have to offer to help us, 
because we do not know too much about this subject yet. © 

Mr. WILLIAMS: We shall be pleased to do that, sir. 

Co-Chairman Senator Cro: Thank you very much, gentlemen, for attend- 
ing here. We have had a pretty hard day. On Thursday we shall hear from the 
Governor of the Bank of Canada. 

Whereupon the committee adjourned. 
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APPENDIX «6» 


FACTS AND FIGURES ON THE CURRENT 
DAIRY SITUATION 


Milk production for the past six years has not shown any significant change. During this 
same period, population has increased by over one million people, and per capita consumption 
has shown no pronounced change. The results of these trends are that production and consumption 
of milk and its products are more closely in balance than for some time. 


TABLE I 
FARM VALUE OF MANUFACTURING MILK 
$ Per Cwt 

Year Canada Ontario Quebec 
£4 65 hot dpa + ola age ae fe Manta: el atin > ly AMC ire erik 5 Sits Be ate Papell oy 2a) 2°65 
TOES OS CNG iE A epi F Dee CORE ERIN, 3 tel 0 2202 2.34 Oot 
FGG14: Th oe RA VB, Slat IOS. FO8, 2.68 2 155 2.69 
T9626, ER A Ge, DAD Port, Gis Eh Seas 2'64 2157 2.56 
Moose Ha 2890) Boe ld AeA WO A 207 2.61 2.61 
TOCA: Le ee, WE, BS SRS 5), PN oe ee YA Wi 274: ZITO 
1905 Week SO es LR ei etl Saget: Seer. 3.06 3:05 ope2 

TABLE II 

FARM VALUE OF MANUFACTURING MILK 

$ Per Cwt 

1965 1966 
Month Canada Ontario Quebec Canada Ontario Quebec 
Jaiitiary ihe: oo Aa 2.96 3.00 2.91 3.10 Se 3.18 
TUE ee ccc ike ara: el 2.94 2.98 2.96 a0 S716 3.15 
March SR A i, 8 fo PR 2.94 2.98 294 3. be 3.18 S220 
ATO ad: seth ae ren ae. See 2.00 2.94 2.83 Od 3.14 2.07 
May.. 2.85 2.86 2.81 a2 pad 2°76 
HC Se cut Chelny kee eee 2.80 2.79 2.78 2.98 3.04 2.82 
UTNE Ree ho 2, ae ae 2.78 220 PAGES 2.95 2.99 PAY Y: 
AUPURU A 2 ote, Oe cid Ee. kA 2.82 2.81 2.79 
SO UODROET oh icles salt wos 2.90 2.90 2.87 
ROMO cs Maid Aa cia 3.06 3.05 B22 
INGVEMDED oc. d s fa oe ee 3.08 3.09 See 
DICseri en ie. oe seed, 3.10 See Beds 


ee ee ees Se ar Cee Tee ek ne, ee OY RE ers ee J ee 


Source — D.B:S. 
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TABLE III 


AVERAGE WHOLESALE PRICES 


EE ——__———____ nn 


Butter Cheddar Cheese Spray Dry Skim 
Solids 
First Grade First Grade Bags 
Year Montreal Belleville Montreal 
Top Ree | COTY RRS. 56i¢ 29%¢ 12i¢ # 
(Sa 2 Sk Ee ee 2 ek Se 587 Fel be 113 # 
RAB, obD inl i oc Re tata cialis 544 343 8 
EG, ou. oo Se ae ors 502 363 102 
Pomerat tea 512 374 148 
PO ents eae et Ue 543 402 153 
Oe Oe a er ee 
* F.O.B. Montreal 
# Barrels 
TABLE IV 

ee }O_ROR_MVWMNMN owannmnm—" 

Month 1965 1966 1965 1966 1965 1966 
Me UReere 8) hye tnttentel. gi pee Uti ts On Sele Ce eet 
marry eS Mee pe set's, ae 53¢ 562¢ 38¢ 413¢ 153¢ 153¢ 
S CDEOEY 50x catel fis. «4,014, 522 56% 38 4234 1534 152 
(SUES >, a “SSP Rey 522 564 38 423 152 16 
Apribae. Lapetitatud. 2 ms 523 59 38 434 154 18 
“kl eg gee ee eo arg 547 59 38 43 15 18 
Po cate soa ns ohk ah oe 54% 59 403 428 -- 15 18 
Be dela a: Sahel a sro gress os 55 59 413 43 154 18 
Nah os fos Pesce 554 59 413 43 154 18 
MEOLOINIDO? sah aa dior we i 554 413 154 
Det ot hs wae 554 413 154 
POVCIIDEN «555% wai Oh ees 554 413 154 
ROOT ao iS vee mck as 554 413 153 


eee ee ee. ee 


SourcE—D.B:8. 
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TABLE V 
FARM VALUE OF FLUID MILK 

$ Per Cwt 
Year Canada Ontario Quebec 
TOO i lole Miaal Drie WO ee neta ga Ra: 3.91 3.92 3.83 
BOS Ue Wi Rk ee Oe OMe, > de ae eee: AZ ES 4.30 AT 
LOGI Oe Le ee EO I Se oe SR aA AT. 4.84 4.50 
BC ee Es og se Gk MEME CS Bola dow nen ocd ae 4.78 4.83 4.49 
sey ee ee hey, ak MD REO PLS ae tat as chs 4.79 4.88 4.51 
ROG POM hs me als Bel), Le ow | Rr aes 4.92 5.00 4.65 
(RS ee Og Oe RT te Coma ee Seg en ES Ra O-O1 5 OL 4.82 

TABLE VI 

FARM VALUE OF FLUID MILK 

$ Per Cwt 

1965 1966 
Month Canada Ontario Quebec Canada Ontario Quebec 
JaGHEY cnc <M a oe 5.01 5.03 14,81 5.09 5.09 4.83 
Pebrustyssrcis ste eee 5.01 5.03 4.82 5.16 5-14 5.05 
DE EGLO ge eae 8 tp oe 5.00 5.03 4.82 5.16 5.13 D107 
PE ick SO a eas 4.99 5.03 4.81 5.18 5.14 5207 
May... 4.97 5.02 4.81 5.18 5. t4 5.06 
Hcha(e. | Sar tvee lx) ae 4.96 4.99 4.82 5, 25 5.14 5 IOK 
DULY. a « oe ot ee ce cE 4.96 4.96 4.81 os 5. pO 5.06 
AUPUSiee.) 2) OS eee 4098 4.95 4.81 
September... . he... seo le 5.02 4.99 4.82 
Qepaberins. : 54s 6 oaks lee cieid 507 o.0s 4.85 
IN OMCETDGN sa tware oda 2G 2 5.09 5.05 4.87 
December. © sete fas sie 5.07 a 5) 4.84 

TABLE VII 
Approximate quantity of product obtained from 100 pounds of milk testing 3.5% 

butterfat 
eV eB Ohl ae uy, Oe 9 ee) 8 ln nk a 39 quarts 
Pion Mmeny EUtGCIy won. < cus aceite ee, 5. Sle ON: cy cone i 6 eee 4.2 pounds 


Gao h AaShe Wigssl ig WR OPA a and os RE. S Goi ES a ee 9.0 pounds 
JVCrI eG 61] ae he ho ean he katy ieee 43.5 pounds 


Dry Whole Milk 


ATI a: a an = Res: oe Me RS aa ce Oe ON aden d ree ae are 12.5 pounds 
UB Vee lore 81 | eee ee arene, ee ete” Oem COT PO noe 8.0 pounds 
So ee 26 occ c SRS s Oe ok ON is as Cee 2.5 pounds 


Se ee eee ee Be mn? SP ek 
Source: D.B.S. 
DBG/md — Oct. 4/66 
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APPENDIX «7» 


FRUITS AND VEGETABLES 


The Department collects and records prices of fresh fruits and vegetables at the wholesale 
to retail level only, on twelve Canadian markets. The sole exception is a record of prices paid to 
the grower for potatoes in P.E.I. and N.B. 


The wholesale prices recorded include both domestic and imported commodities. Prices 
are detailed by province, state or country of origin, variety or kind, package, size or count and 
grade. Because of price variations between origins, varieties, grades, etc., a valid comparison to 
determine if prices increased or decreased can be made only if all factors are comparable. 


Supplies may fluctuate quite widely from one season to another because of changes in acreage, 
weather conditions, etc., and seasonal variations in production are usually reflected in prices. 
In addition to fluctuations in the volume of supply, there can be quite pronounced changes from 
one season to another in size, colour, etc., which also influence the market. 


After the first appearance of a commodity on the market and as supplies increase in volume, 
there is a seasonal decline in price. Seasonal variations in maturity dates and the rate of increase 
in volume, frequently make valid comparisons between seasons difficult on a monthly basis. 
An apparent increase or decrease in a monthly average price as compared with the same month 
of the previous season may be a reflection of the variation in maturity dates between the two 
seasons. 


Most fresh fruits and vegetables are graded before shipment and sold on the basis of the de- 
clared grade. Grade standards, however, establish minimum requirements only and there can be 
quite wide variations at times between individual lots of the same grade with a proportionate 
range in price. 


There is a continuous trade with the United States in fresh fruits and vegetables and the 
Canadian market is influenced by supply and price levels south of the border. Shortages in the 
United States may create a demand for Canadian produce and result in higher prices on the do- 
mestic market. Conversely, surplus supply situations at extremely low prices may result in a 
weakening of the Canadian market. 


The Department does not collect prices at any level for processed products put minimum 
prices paid by processors for the raw product as established by Marketing Boards in Ontario 
and British Columbia are recorded. 
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MEMBERS OF THE SPECIAL JOINT COMMITTEE OF THE SENATE AND 
| HOUSE OF COMMONS ON CONSUMER CREDIT 
(PRICES) 


FOR THE SENATE 
Hon. David A. Croll, Joint Chairman 


the Honourable Senators 


Carter, Hollett, Thorvaldson, 

Croil:; McDonald (Moosomin), Urquhart, 

Davey, McGrand, Vaillancourt—(12). 
Deschatelets, O’Leary (Antigonish- 

Hastings, Guysborough), 


FOR THE HOUSE OF COMMONS 
Mr. S. Ron Basford, Joint Chairman 


Members of the House of Commons 


Allmand, Duquet, McLelland, 
Andras, Gray, Nasserden, 
Basford, Irvine, Olson, 

Cashin, .. Leblanc (Laurier), Otto, 

Clancy, Lefebvre, Ryan, 

Code, Mandziuk, Saltsman, 
Crossman, Matte, Scott (Danforth), 
Deachman, McCutcheon, Smith—(24). 


36 members 
Quorum 7 


SUPPLEMENTARY ORDERS OF REFERENCE 


Extract from the Votes and Proceedings of the House of Commons, 
September 9, 1966: | 

“Mr. Sharp, seconded by Miss LaMarsh, moved,—That the Joint 
Committee of the Senate and House of Commons appointed by this House 
on March 15, 1966, to enquire into and report upon the problems of 
consumer credit, be instructed to also enquire into and report upon the 
trends in the cost of living in Canada and factors which may have 
contributed to changes in the cost of living in Canada in recent months; 

And that a Message be sent to the Senate to acquaint Their Honours 
thereof and to request the concurrence of that House thereto. 

And the question being proposed; 

Mr. Pickersgill, seconded by Mr. Mcllraith, moved in amendment 
thereto,—That the motion be amended by striking out the words “by this 
House on March 15, 1966” where they appear in the second line thereof 
and by inserting in the motion as the second paragraph the following: 

“That the Committee have leave to sit notwithstanding any ad- 
journment of this House;”. 

And the question being put on the said amendment, it was agreed to. 

After debate on the main motion as amended, it was agreed to.” 


Extract from the Votes and Proceedings of the House of Commons, October 
7, 1966: 
“By unanimous consent, Mr. Basford, seconded by Mr. Allmand, 
—That the First and Second Reports of the Special Joint Committee on 
Consumer Credit and Cost of Living, presented to the House on Friday, 
April 1 and Thursday, October 6, 1966, be concurred in. 


After debate thereon, the question being put on the said motion, it 
was agreed to. 


Accordingly, the said Reports were concurred in and are as follows: 


FIRST REPORT 


Your Committee recommends that seven (7) of its Members consti- 
tute a quorum, provided that both Houses are represented. 


SECOND REPORT 


Your Committee recommends that the House of Commons section of 
the said Committee be granted leave to sit while the House is sitting.” 


LEON-J. RAYMOND, 
Clerk of the House of Commons. 


Extract from the Minutes of the Proceedings of the Senate, September 13, 
1966: 
“The Honourable Senator Connolly, P.C., moved, seconded by the 
Honourable Senator Hugessen: 
That the Senate do agree that the Joint Committee of the Senate and 
House of Commons appointed to enquire into and report upon the 
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problems of consumer credit, be instructed also the enquire into and 
report upon the trends in the cost of living in Canada and factors which 
may have contributed to changes in the cost of living in Canada in recent 
months; and 
. That a message be sent to the House of Commons to acquaint that 
House accordingly. 
After debate, and— 
-. The question being put on the motion, it was— 
Resolved in the affirmative.” 
sts J. F. MacNEILL, 
Clerk of the Senate. 


are 


MINUTES OF PROCEEDINGS 


THURSDAY, October 13, 1966. 


Pursuant to adjournment and notice the Special Joint Committee on 
Consumer Credit (Prices) met this day at 9.30 a.m. 


Present: For the Senate: The Honourable Senators Carter, Croll (Joint 
Chairman), Deschatelets, McDonald (Moosomin) and O’Leary (Antigonish- 
Guysborough—5. 


For the House of Commons: Messrs. Allmand, Basford (Joint Chairman), 
Clancy, Code, Irvine, McCutcheon, Saltsman, Scott (Danforth) and Smith—9. 


In attendance: Dr. R. Warren James, Special Assistant; Mr. John J. Urie, 
Q.C., Counsel; Mr. Marcel Joyal, Q.C., Associate Counsel. 


Mr. Louis Rasminsky, Governor, Bank of Canada, was heard. 
At 12.45 p.m. the Committee adjourned. 
At 3.00 p.m. the Committee resumed. 


Present: For the Senate: The Honourable Senators Carter, Croll (Joint 
Chairman), Deschatelets and O’Leary (Antigonish-Guysborough)—4. 


For the House of Commons: Messrs. Allmand, Basford (Joint Chairman), 
Clancy, Irvine, Lefebvre, Mandziuk, McCutcheon, Nasserden, Saltsman, Scott 
(Danforth) and Smith—11. 


In attendance: Dr. R. Warren James, Special Assistant; Mr. John J. Urie, 
Q.C., Counsel; Mr. Marcel Joyal, Q.C., Associate Counsel. 


The following were heard: 


Dominion Bureau of Statistics: 
Mr. A. D. Holmes, Director, Prices Division. 
Mr. Grove A. Lane, Chief, Retail Prices Section. 


(Tables and charts referred to by Mr. Holmes and Mr. Lane are printed 
herewith as Appendix 8.) 


At 5.20 p.m. the Committee adjourned until Monday next, October 17, at 
3.00 p.m. 


Attest. 
John A. Hinds, 


Assistant Chief, 
Senate Committees Branch. 
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THE SENATE 


SPECIAL JOINT COMMITTEE OF THE SENATE AND 
HOUSE OF COMMONS ON CONSUMER CREDIT 


EVIDENCE 
Ottawa, Thursday, October 13, 1966. 


The Special Joint Committee of the Senate and House of Commons on 
Consumer Credit met this day at 9.30 a.m. 


Senator David A. Croll and Mr. Ron Basford, M.P., Co-Chairman. 


Co-Chairman Mr. Basrorp: Order. Honourable senators, gentlemen, we 
have with us this morning the Governor of the Bank of Canada, Mr. Louis 
Rasminsky, who will give us a general statement on monetary policy. With him 
are Mr. J. R. Beattie, the Deputy Governor, Mr. G. K. Bouey, Advisor and Mr. 
B. J. Drabble, Associate Advisor of the Bank of Canada. 

Copies of Mr. Rasminsky’s statement are now being reproduced and will be 
distributed a little bit later. Without further ado I will call upon the Governor 
for a statement. 


Mr. Louis Rasminsky, Governor of the Bank of Canada: Mr. Chairman, honour- 
able senators, gentlemen, I am very glad to have this opportunity of appearing 
before the Committee. I think that there is reason to be concerned at the size 
of some of the recent increases in Canadian costs and prices, and I naturally 
would like to do everything that I possibly can to help the Committee in its 
work. 

I know that you are giving the highest priority to a consideration of food 
prices and that you have heard and will be hearing from witnesses who are 
qualified to give evidence in this field, which I am certainly not. 

The most suitable ground that it seemed to me for me to try to cover in my 
evidence was the general area of monetary and credit developments. In 
particular, I would like to try to explain the way in which the Bank of Canada 
has approached its responsibilities in relation to the country’s major economic 
goals, including the goal of reasonable price stability. 

I would like to begin by reviewing, briefly, some of the highlights of the 
present economic expansion. This expansion has now lasted for 53 years, and it 
is by far the longest expansion in our peacetime history. It has brought us some 
very substantial benefits. When the final results for 1966 are in, I expect that 
our gross national product will be over 50 per cent higher than it was in 1961 in 
dollar terms. I take 1961 because that is the year in which the expansion began. 
I say it will be 50 per cent higher in dollar terms and about 35 per cent higher 
in real or in physical terms. 

Of course, our population has grown rapidly in this period, but, on a per 
capita basis, G.N.P. will still be about forty percent higher in dollar terms or 
about 25 percent higher in real terms in 1966 than it was in 1961. This 
represents a very major improvement in the average standard of living in this 
country over this brief five-year period. 

Employment, as you know, has risen enough to look after a short rise in 
the labour force and, at the same time, to bring the level of unemployment 
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down from just over 74 per cent in the early part of 1961 to the range of 3% to 
4 per cent during the last 12 months. If one takes the expansion period as a 
whole, that is, 1961 to 1966, the Canadian experience also looks good when 
compared with the experience of other countries during the same period. 

The rate of growth in physical output that we have achieved here has been 
among the highest in the world during these five years, averaging about 6 per 
cent per annum. That is the rate of growth of real output while the rate of 
increase in consumer prices over the period as a whole, although it is higher 
than we would like to see it, has, until recently, been among the lowest in the 
world, averaging about 2 per cent. At this point in my prepared paper, which 
will be distributed shortly, I have included a table which shows for 10 or 11 of 
the major industrial countries the average rates of change during these years 
1961 to 1965 in total output, in the output per head and in consumer price. It 
also gives for the past year comparative figures of the changes in consumer 
prices in the same group of countries broken down into food and non-food. 


REAL OUTPUT AND CONSUMER PRICES 


Percentage Changes in Selected Countries 


Compound Annual Rate of Change 
a ——— Change in Consumer Price Index 


ist Half/61 1965 to 1966 
to (Average of Latest 3 Months 

1961 to 1966 ist Half/66 Available) 

Consumer 
Total Per Capita Price 

Output* Output* Indexes Total Non-Food Food 
Ganadaris. £6. gc te. 2am 6.2 4.4 2.0 3.9 2.9 6.8 
URC eS LCS acter ota ee ee 5.4 4.0 Es 2.9 2.6 3.9 
United -kmedonnm fan 2.8 oat a. 3.8 geo 4.8 
Germany a Pit eiste) wae). 29 4.6 3.2 3.1 3.6 4.4 pia 
CLAN CCA Mek oe irre on otc ene Del 3.6 3.8 230% 1.9 20 
LER: WR eR EE, REE ee gene ge 4.5 3.6 5.0 8 7g: ep 
Netherlands rs mts cote. & Tell 7 4.5 5.8 6.0 5.6 
J Syl eg hibanl re aes pe Cuore Oe e 4.4 3.6 Ba 4.5 n.a. n.a. 
B19 Ves ip tek Be tacoze ta hag ade Mag ade ee 4.5 3.8 4.4 7.0 6.2 7.9 
Switzerland. sec. ci a atest ie 4.6 OM 3.8 5.0 n.a. n.a. 
Jaane sa wae oN oeetee oke se 7.8 6.7 6.5 6.0 i Ab 4.4 


* 1966 output figures estimated. 


I do not think it was any accident that we in Canada simultaneously 
enjoyed markedly rising output and relatively stable prices during this long 
period of expansion. On the contrary, it seems to me that our record of 
comparatively stable prices over most of this period notwithstanding the 
depreciation of the Canadian dollar in 1962 made an important contribution 
towards maintaining a vigorous rate of economic expansion for such a long 
time. It protected our international competitive position and it enabled us to 
avoid some of the distortions and imbalances in the internal structure of our 
economy which arise when prices are rising rapidly. The concern we all now 
feel about the more rapid cost and price increases we have recently been 
experiencing springs, I think, partly from the inequities they inflict on some of 
the sections of our community and partly from the risk that they may 
jeopardize a continuance of the long period of expansion we have enjoyed. 

A moment ago I said that performance of our economy from 1961 to 1966, 
both in terms of total output and prices, has been relatively good by interna- 
tional standards. I now have to make an important qualification, or rather to 
provide an important part of the explanation. We had in fact more scope than 
most countries for increasing output without this generating upward pressure 
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on prices because we began the current expansion under conditions of high 
unemployment, substantial underutilization of productive resources, and a 
rapidly growing labour force. Productive capacity grew rapidly and it was not 
until well along in the expansion that the economy was again operating close to 
its effective limits. For example, it was not until the end of 1963 that 
unemployment came down to less than 5 per cent of the labour force and not 
until late 1964 that it fell below the 44 per cent level. This naturally provided 
scope for increasing output without pressing on our resources and causing price 
pressures. For the past year or more, however, there has been very little 
effective slack left in the economy and this avenue of relief from price pressures 
has disappeared. As a result, our powers of effective resistance to rising prices 
have been subjected to a much sterner test, and our price performance has 
unfortunately deteriorated. This deterioration has been a matter of widespread 
concern, as evidenced by the deliberations of this committee, because one of our 
major economic objectives is to have the economy operate with reasonable 
price stability as well as a minimum of unemployment and underutilization of 
other productive resources. 

There apperar to be some special factors associated with the price rises of 
the past two years, particularly in the case of food and some services, to which 
the committee will no doubt be devoting particular attention, but there can be 
no doubt that the general situation has for some time been one of substantial 
general upward pressure on prices. In my last annual report, dated February 
28, 1966, I made the following comment on price movements: 


... Although the principal measures of final prices were affected during 
the year by some special factors, it seems clear that prices were 
responding to influences of a more general nature and were beginning to 
rise more rapidly over a wide range of goods and services. 


In the same report, I summarized some of the factors that were at that time 
producing general pressure on our resources in the following terms: 


At the present time, against the background of continuing vigorous 
expansion in the United States, a number of domestic factors are com- 
bining to produce very strong demands on our resources. Private business 
is engaging in a major round of capital expenditures. The public sector 
of the economy is proceeding with a rapidly growing volume of capital 
outlays on educational facilities, hospitals, highways and other social 
capital while at the same time increasing its other expenditures. Con- 
sumers are well placed, as a result of rapidly growing employment and 
rising wages and salaries, to increase their spending substantially. In 
these circumstances, the aggregate of all demands on the Canadian 
economy may outrun the effective capacity of the economy to increase 
its output of goods and services. In short, we now run the risk of over- 
loading the economy. 


Before turning now to a description of the way in which monetary policy 
has developed over the economic expansion, I would like to make some general 
observations about the nature and significance of the central bank’s operations. 
These matters are set forth in some detail in the Bank of Canada’s submissions 
to the recent Royal Commission on Banking and Finance, but perhaps it would 
be helpful in understanding the role that monetary policy plays if I were to 
comment on three main points. 

First, how does monetary policy work? In essence the central bank is able 
to influence credit conditions, by which I mean the ease or difficulty of raising 
money and the cost at which it can be obtained, and changes in credit conditions 
in turn have an influence on the total amount of spending on goods and services. 
The Bank of Canada exerts its influence mainly in an indirect manner, through 
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the banking system. The chartered banks are required to maintain cash reserves 
in the form of deposits with the Bank of Canada and Bank of Canada notes in 
an amount equal to at least 8 per cent of their deposit liabilities. The Bank of 
Canada Act gives the Bank powers which enable it to control the level of cash 
reserves, the most important means being the purchase and sale of Government 
securities. The extent to which the chartered banks as a group are able to 
increase their loans and investments is therefore determined by the amount of 
cash reserves provided by the central bank. The rate of expansion of the 
banking system has in turn an influence on the position of other financial 
institutions and on the terms and conditions under which financing may be 
obtained throughout the credit system. 


Changes in the cost and availability of credit have an effect on private 
spending decisions and therefore on the total level of demand, and this in turn 
has an influence on the rate of growth of output, the level of employment and 
the behaviour of prices. 


Changes in the total level of demand naturally affect the level of spending 
on imports as well as the level of spending on domestically produced goods and 
services. It is also the case that changes in credit conditions have an influence on 
decisions to borrow or invest funds outside Canada. Indeed, at times in the past 
quite small changes in market yields on securities in Canada relative to those in 
other countries and particluarly, of course, the United States, have induced 
funds to flow into or out of Canada. In some situations, changes in the relative 
availability of credit in Canada and the United States may be as important as 
changes in interest rates. 


On balance, in a relatively open economy like ours, action to ease credit 
conditions tends to draw in goods and services from abroad, but to reduce the 
inflows of capital; while, on the other hand, movements in the opposite 
direction—that is, a tightening of credit conditions—tend to have the opposite 
effect. This means, of course, that the central bank must always take into 
account the effect of its operations on the country’s external financial position as 
well as the larger effect on the level of aggregate domestic demand. 

This now brings me to the second main point on which I would lke to 
comment, namely, limitations on the use of monetary policy. 

I have just indicated that there are practical limits on how far we can 
permit credit conditions in Canada to diverge from those in the United States 
and other countries without setting in motion massive destabilizing inflows or 
outflows of capital. There are also practical limits of a purely domestic nature 
on how far we can let credit conditions tighten. For one thing, tight credit 
conditions have an uneven incidence on different classes of borrowers and on 
different parts of Canada whose economic problems are not identical. Within the 
different classes of borrowers, large corporate borrowers appear, on the whole, 
to feel the direct impact of credit restraint less and later than small borrowers. 
Large corporations normally have substantial liquid resources that they can 
draw on, and they have more ready access to the capital market if bank 
borrowing becomes difficult. Some categories of borrowers find it easier than 
others to draw funds from foreign countries through the use of foreign capital 
markets or from foreign parent companies. 

There are differences in the response of different sectors of the economy to 
changed credit conditions. As you are, of course, aware, housing expenditures 
are particularly likely to be affected when money is difficult to raise. In addition 
to these inequalities, excessive reliance on monetary policy could result in the 
development of financial conditions so extreme as to involve a real risk of 
impairing the functioning of the financial system and impeding the flow of 
funds for productive purposes through capital and credit markets. The central 
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bank must always be conscious of these practical limitations on the use of its 
powers. 

A different kind of limitation, and one that applies to all types of public 
economic policies, is the difficulty of forecasting economic developments accu- 
rately. I do not wish to take up the time of the committee in elaborating on 
these difficulties, but I can simply observe that a very striking illustration of 
the problem is provided by the fact that the full strength of the current eco- 
nomic expansion in North America could hardly have been foreseen without 
also anticipating the development of the war in Vietnam. 


The third and final point I wish to make about the use of monetary policy 
is that the operations of the central bank are only one element in public 
economic policy as a whole. As I have explained, monetary policy affects the 
level of economic activity through its influence on the total level of demand. So 
do decisions regarding the level of government spending, the level and structure 
of taxes, and the form of government financing. Monetary policy can have 
important effects on our balance of payments and external financial position. So 
too can the government’s transactions, its spending commitments, tax and tariff 
arrangements in so far as they affect trade and capital flows with other coun- 
tries. There is an entirely different range of policies which affect the perform- 
ance of the economy, such as those concerned with raising productivity, im- 
proving labour mobility and protecting the public interest against the abuses 
of market power. Because this is so, monetary policy must be regarded, in my 
judgment, as only one element in a whole mix of policies which have to be 
combined in a purposeful way if the overall performance of our economy is 
to meet the varied and exacting criteria properly imposed by contemporary 
society. Monetary policy must, of course, bear its full share of the load, but if 
it attempts too much it will run into some or all of the limitations that I have 
been talking about. 


I would now like to devote the remainder of my remarks to a brief 
description of the monetary policy that has been followed by the Bank of 
Canada since 1961, and the main considerations on which it was based. 


As I mentioned earlier, the current economic expansion got under way 
early in 1961 in conditions of high unemployment and underutilization of plant 
capacity. In these circumst , the basic policy that we followed in the bank 
was to permit and encourage enough expansion in the banking system to enable 
the growth in economic activity to be financed without any appreciable tighten- 
ing of credit conditions. With the major but temporary exception of the period 
of the exchange crisis of 1962, this basic policy did not undergo any significant 
change until the spring of 1965, by which time the growth of the economy was 
rapidly bringing us back close to the full utilization of the country’s effective 
productive capacity. The relatively stable credit conditions which prevailed 
after the exchange crisis are indicated by the yields on government securities. 
The 91-day treasury bill rate remained below 4 per cent and the average of 
yields on long-term government bonds moved within a range of about 5 to 54 
per cent. 


In 1964 the Bank of Canada managed the cash reserves of the chartered 
banks in such a way that a part of the resources needed by the banks to 
accommodate the large expansion in loans which was taking place had to be 
obtained by liquidation of some of the banks’ holdings of government securities 
and other liquid assets. This reduction in bank liquidity was not such as to 
prevent the banks from continuing to follow strong lending policies in 1964, 
but it did bring them to a position where their lending policies could be 
expected to be sensitive to any appreciable further decline in the proportion of 
their total assets which they held in relatively liquid form. 
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During the period that I am now talking about—that is, from 1961 until the 
spring of 1965—there were occasions when the course of events posed a serious 
threat, for a time, to our external financial position, and the Bank of Canada 
found it necessary to respond to these dangers. The most serious of these threats 
was, of course, the exchange crisis of mid-1962. Here the response was to 
tighten credit conditions very sharply during the summer months as part of a 
program to deal with the situation. You will recall that the bank rate was raised 
to 6 per cent in June, 1962, and market rates of interest rose quite sharply. By 
early autumn of that year our external financial position had improved to the 
point where credit policy could be eased substantially, and in a matter of 
months interest rates were back down to about the same levels that had 
prevailed before the exchange crisis began. 


From 1963 on other problems affecting our external financial position arose 
as a result of measures taken by the United States to deal with her balance of 
payments difficulties, the most serious being the announcement of the interest 
equalization tax in July, 1963. But, in these cases the danger to our foreign 
exchange position was averted by adjustments of the American measures 
without any marked shift in the general posture of Canadian monetary policy 
being required. 

In my annual reports for 1963 and 1964 I drew attention to the fact that the 
Canadian economy’s margin of unused resources was rapidly being taken up, 
and that as we approached the limits of our effective capacity it would become 
more difficult to achieve as rapid rates of real growth with as moderate rates 
of increases in prices as had been the case in the past. The report of 1963, 
which is dated February 29, 1964, includes this statement: 


The success of the Canadian economy in achieving sustained and 
balanced growth in the years ahead and in continuing to reduce its 
current account deficit will depend to an important measure on its 
response in terms of prices and costs, to further increases in demand. The 
existence of large amounts of unused resources has undoubtedly con- 
tributed to the relative stability of costs and prices during the past three 
years of economic expansion. Some of the aggregative measures of eco- 
nomic slack, for example the number of persons recorded by the Labour 
Force Survey as being without jobs and seeking work, suggest that there 
is still substantial slack in the economy, but the geographical distribu- 
tion of unemployment is very uneven, and it is known that the availabil- 
ity on the labour market of many types of skills which are in demand is 
limited and patchy. Surplus plant capacity also seems to be quite un- 
evenly distributed industrially and geographically. The special charac- 
teristics as well as the aggregate amount of the slack in the economy 
must of course be taken into account in the continued efforts of the 
publie authorities to follow policies which will facilitate the absorption 
of slack without generating price increases and a deterioration in our 
balance of payments. 


And a year later, early in 1965, I made a somewhat similar observation: 

The margin of unused capacity in the Canadian economy has been 
considerably reduced as a result of the expansion of the last few years. 
In certain major industries there is for practical purposes no unused 
capacity, and in some geographical areas shortages of certain types of 
labour skill have appeared. It seems clear that the absorption of the 
remaining amounts of unused resources in the economy will be more 
difficult, and that we shall have to rely to an increasing extent on 
improving the adaptability of our growing resources in order to avoid 
serious bottleneck problems and price pressures. Even in 1964, when we 
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were absorbing slack in the economy and when unemployment averaged 
4.7 per cent of the labour force, the Consumer Price Index in Canada 
rose by nearly 2 per cent. While it is true that this increase was a 
relatively modest one by current international standards, it underlines 
the need to do everything we can to improve the performance of the 
Canadian economy in the years ahead. 


The concern that I expressed on these occasions about bottleneck problems, 
and the uneven geographical distribution of unused capacity, reflects in part the 
fact that the central bank is itself powerless to deal with these particular 
difficulties because monetary policy can be directed only at the aggregate level 
of demand in the country as a whole. Other policies have to deal with this 
particular situation. 


Turning now to more recent times—1965 and 1966—the general posture of 
monetary policy has been quite different from what it was in the earlier years 
of the economic expansion. In recognition of the fact that most of the existing 
slack in the economy had been taken up, the pressure of heavy demands for 
funds on financial markets was increasingly allowed, under the policy followed 
by the central bank, to have an effect on credit conditions. The chartered banks 
found it necessary to adopt more selective lending policies and the difficulty of 
obtaining accommodation from other types of lending institutions, notably those 
specializing in mortgage finance, increased markedly as the result of the inten- 
sified competition for funds. Interest rates rose. The Bank of Canada raised 
its bank rate from 41 per cent to 43 per cent in December 1965, and to 54 per 
cent in March of this year. The average yield on 91-day treasury bills is now 
about 5 per cent compared to about 3? per cent in the spring of 1965. Other 
short-term rates are much higher, in many cases well over 6 per cent. The 
average rate on long-term Government bonds is about 5? per cent as against 5 
per cent in the spring of 1965. For a time this August, under the influence of 
strongly rising interest rates in the United States, yields on some of the major 
long-term Government issues went\above 6 per cent. Yields on prime conven- 
tional mortgages have risen from 63 per cent in early 1965 to 72 to 8 per cent, 
and yields in excess of 8 per cent are not uncommon. Credit conditions in 
Canada have, of course, also-been influenced by broadly similar developments in 
the United States and Europe. 


INTEREST RATES 


Sept. Sept. Sept. Sept. Sept. 
1961 1963 1964 1965 1966 
% % % % % 
WSR ROLE. SU. CAO) Oe. hl eats oth ates 2.67 4.00 4.00 4,25 S12) 
3-month rates— 
PErensury DUis 1. os Seo ke or classes uae ces 2.42 3.68 3.80 4.12 5.02 
Prime finance co. paper.............06- 3.02 4.09 4,25 5.16 6.33 
Long-term rates— 
Government bond average............. 4.98 5722 5.22 5.30 5.79 
Non-Government bonds (McLeod, 
Young 1 Weis. LRA S PAS. 5.47 5.54 5.56 5.85 6.71 
@Wonventional mortgages? .... 72. ..6 5. es 7.00 7.00 6.75-7.00 {OAS 7.75-8.00 


These credit conditions that I have been describing have not been brought 
about by the central bank calling a halt to the expansion of the banking system. 
On the contrary, bank loans and the money supply have continued to rise, 
though at a lower rate than earlier in the expansion. In the past twelve months 
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general bank loans have increased by 8 per cent. Within this category business 
loans have increased by 74 per cent, and consumer loans by 11 per cent, but in 
recent months the banks’ consumer loans have levelled off as has the over-all 
total of all forms of consumer credit. 

At this point in my statement you will find a table showing for the 
chartered banks, on various dates and averages covering various periods from 
September, 1961 to September, 1966, figures of the total money supply, and of 
the privately held money supply. By “money supply” I mean the total of 
currency in chartered bank deposits. The table also contains figures as to the 
total assets of the chartered banks for their liquidity ratio, and for various 
categories of chartered bank loans. 


CHARTERED BANKS 
(Average of Wednesdays) 


Annual Average 
Percentage Increase 


Sept/61 Sept/64 Sept/65 


Sept. Sept. Sept. Sept. to to to 
1961 1964 1965 1966 Sept/66 Sept/66 Sept/66 
i (prelim. ) 


(millions of dollars) 


Currency and chartered 
bank deposits— 


Aa 1 a Pe ee 14, 432 17,342 19,477 20,687 ia 9.2 6.2 
(inc. Govt. deposits) 
Held by general public... 14,259 16, 762 18,913 20, 213 2 9.8 6.9 
Chartered banks— 
OGL GSBCUR cab ee Koes. 6 13,356 16,053 18,025 19,122 7.4 9.1 6.1 
Diguidicy Tatio Py es «2. ofel 32.1 30.2 29.9 
Canadian dollar loans— 
SP OUel rats Oi, toate ses etek 6,418 8,831 10,555 11,420 iZe2 tour 8.2 
RS GHOPAU A thie osicd wren ae 5,539 8,095 9,407 10,150 12.9 12.0 7.9 
BURNS crvicks do asic . ag hi. 3,560* 4, 880* 5,572* 5, 997* 11.0 10.9 7.6 
WONAURICIN. oa tucnraey's 995* Teelos 2,126" 2.a0i 18.8 i We dhy 10.9 


* Month-end August. 


In 1965 and 1966 monetary policy has had to take account of a number of 
special developments, primarily the collapse of Atlantic Acceptance and the 
effect of United States balance-of-payments measures. In the case of the shock 
to confidence resulting from the finance company failure, the Bank of Canada 
added to the cash reserves of the chartered banks in order to ease the liquidity 
of the banking system and financial markets generally. The Bank also enlisted 
the help of the chartered banks in seeking to avert wider repercussions on the 
position of other financial institutions. However, these actions did not stop the 
trend towards less easy credit conditions. On the contrary, the effect of the 
episode on confidence produced a marked tightening in some areas of the 
financial market and a further upward movement in interest rates. 


Throughout the whole period of the economic expansion it has been 
necessary for monetary policy to be concerned with the need to obtain a large 
enough inflow of capital to finance our large deficits on current account and at 
the same time to try to avoid a larger inflow than necessary for this purpose. 
This problem has been complicated by a number of measures taken by the 
United States to improve its balance of payments position, including the 
guideline measures, and by arrangements regarding the level of Canada’s 
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foreign exchange reserves which were necessary in order to maintain the access 
of Canadian borrowers to the United States long-term new issue market. I do 
not think that the committee would wish me to go into the details of these 
matters at this time. In any case they are set out in my last annual report. The 
main point I would like to make here is that though the Bank of Canada 
naturally had to take into account the agreements regarding reserves, this 
consideration did not in fact seriously interfere with the development of our 
monetary policy. During 1966 purchases from United States residents of its own 
securities by the government have made it possible for the agreement regarding 
reserves to be met without placing too many constraints on the use of monetary 
policy. 

Mr. Chairman, this concludes my account of how monetary policy has 
developed over the whole of the economic expansion. As I have indicated, the 
recent credit situation, with its unusually high interest rates, has been part of a 
world-wide condition. There is now a widespread view, which I share, that in 
the western industrial countries monetary policy has had to carry too much of 
the burden of resisting inflationary pressures. 

If we look at the matter of price developments—price movements general- 
ly, it is clear that the general course of prices is the result of all the forces of 
demand and supply that operate throughout the economy. Monetary policy and 
certain other broad instruments of policy have an influence on the aggregate 
demand for goods and services and it is necessary that these instruments be 
deployed in a way that encourages demand to expand in line with, but not in 
excess of, the effective productive capacity of the economy. Today I have been 
discussing with you only the particular instrument, monetary policy, for which I 
have some responsibility, and I shall be glad to answer any questions that 
members of the committee may have in this area. There are, of course, as I have 
indicated, other important public policies which influence the demand side of 
the picture, and particularly fiscal policy and monetary policy. In addition the 
movement of prices is influenced by a whole host of public and private policies, 
including those affecting our productivity and efficiency, the skill and training 
and mobility of our labour force, the relationship between incomes and produc- 
tivity, the degree of competition in the economy, tariff and trade policies and 
many others that go far beyond the scope of central bank action. 

It is clear that, like other countries, we in Canada have a great deal to 
learn about living with prosperity without permitting it to degenerate into 
inflation. This problem must be solved, because reasonable price stability is an 
essential element in continuing economic growth. We must search for more 
effective measures and better combinations of policies to reconcile the goals of 
reasonable price stability and sustained economic growth. I am sure that your 
deliberations will make a contribution in this direction. 

Co-Chairman Mr. Basrorp: Thank you, very much, Mr. Rasminsky. My 
confidence in the central bank is immense, because you said at the beginning of 
your statement that you would have available for distribution the text of your 
statement by the time you finished, and while you were reading the last 
paragraph it came in the door. We will just wait for it to be distributed. 

Mr. RASMINSKyY: I hope you have other reasons for confidence. 

Co-Chairman Mr. BASForD: I have. Mr. Allmand? 

Mr. ALLMAND: Mr. Rasminsky, some people have suggested that the intro- 
duction of the Canada Pension Plan on January 1, 1966 has had some effect on 
the inflationary pressures that have resulted since the beginning of the year. 
Since the employers have all started to make contributions to this plan, I am 
wondering if this might have some effect on the aggregate demand, and let us 
say the increase in prices of products in those industries. What is your opinion, 
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do you think the introduction of the Canada Pension Plan has had any effect on 
inflationary pressures? 

Mr. RASMINSKY: I think that it is very difficult to have a dogmatic view of 
that. With the pressures on the economy that we have had, there has been an 
opportunity to pass on in the form of higher prices the contributions that have 
been required under the Canada Pension Plan, and the reduction in the take 
home pay, so to speak, involved in the worker’s contribution may have been one 
of the factors affecting the labour negotiations that have taken place since them. 
The effect of the contributions, of course, is to place funds at the disposal of the 
provinces, which are in a certain sense savings. One would have to know, and I 
do not know, what effect the availability of these funds has had on the spending 
plans of the provinces. These funds have run to quite a considerable magnitude, 
and to the extent that they did not affect the spending plans of the province 
would be a savings offset to their spending plans. The fact is, of course, that the 
amount of borrowings by the provinces from the public, which has been met 
through the issue of their own securities, has increased. I cannot answer more 
precisely than that. 

Mr. ALLMAND: I was thinking particularly of the contributions by employ- 
ers. I was wondering if you thought they might not be passing off their 
contributions in the form of higher prices for their product. Do you have any 
opinion on that? 

Mr. RASMINSKy: I really would have no basis for an opinion as to whether 
they have specifically been passed on. In a situation of very heavy demand such 
as we have had, I think there is a pretty strong presumption that, in the case of 
anything which is regarded as an increase in cost, an attempt has been made to 
pass it on. 

Mr. ALLMAND: Do you consider the Canada Pension Plan a form of savings? 

Mr. RASMINSKY: In itself, to the extent that there is an increase in 
contributions and deductions from payrolls, and employers’ contributions, it is a 
form of savings conceptually. It is a form of savings, but to the extent that it 
gets passed on in the form of higher prices, or to the extent that it affects wage 
negotiations and gets compensated in the form of higher wages, the savings 
aspect of it tends to be offset in its effect on prices. 

Mr. McCutTcHEON: Mr. Rasminsky, I came here with a little fear and 
trepidation that I might not understand what was going on, and perhaps I do 
not; but I would like to compliment you, sir, on the straightforward way in 
which you have given us, laymen, a look at economics. 

My first question is in reference to the statement on page 8 of your 
submission: 

...the full strength of the current economic expansion in North America 

could not have been foreseen without also anticipating the development 

of the war in Viet Nam. 


Is it a fair assumption, then, that the end of the war in Viet Nam would 
mean a slowdown in our economic activity? 

Mr. RASMINSKY: I would hope that that would not be the case, Mr. 
McCutcheon. I think that the war in Viet Nam, the American expenditures in 
Viet Nam, have been in recent times quite an important sustaining factor in the 
American economy. To the extent that expenditures in Viet Nam go on 
increasing quarter after quarter, the likelihood of any rapid turn-around in the 
American situation—which of course affects us very much—is reduced. As long 
as those expenditures go on increasing, the demand situation in the United 
States looks very strong. If there should be a cessation of hostilities there, there 
will be a new situation confronting the American administration, which they 
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will have to deal with. If they come to the conclusion that they have to 
substitute other types of demand, or perhaps find it unnecessary to restrain the 
growth of demand through measures of fiscal policy or other measures that they 
may be contemplating, they will be faced with a new problem. 

Over the past several years they have been quite alert at dealing with 
situations of this sort. 

Although I agree that, having given this illustration, I have in a sense 
invited the question that you have asked, I think it would be unwise to take it 
for granted that the continuance of prosperity in North America is dependent 
upon the continuance of the war in Viet Nam. I certainly did not mean to imply 
that statement. 


Mr. McCutcHEeoN: Thank you very much. According to press reports and 
different statistical information, it would appear that the money supply in this 
country has increased markedly since the middle of 1965. Do you consider this 
to be a normal increase? 


Mr. RASMINSKY: There were certain abnormal factors, Mr. McCutcheon, 
which affected the increase in the money supply in 1965. If one takes the year 
1965 as a whole, and if one considers the money supply, as we traditionally do 
in this country as the total of bank deposits, including savings accounts and 
time deposits, the money supply increased by 12 per cent in that year. 

That was an abnormally high rate of increase in the money supply and it is 
something that requires explanation and defence by the central bank, coming as 
it did in the fourth or fifth year of economic expansion and at a time when we 
were certainly impinging on the effective limits of our resources. 

I gave that explanation and defence in some detail in my last annual 
report. In essence, what I said was this, that the failure of Atlantic Acceptance 
and the difficulties surrounding other financial institutions which were associat- 
ed with that failure, caused the public to prefer, to a very marked degree, to 
shift its holdings of liquid assets from the form of holdings of finance company 
paper and other short-term instruments, and also to some extent from the form 
of deposits in non-bank financial institutions—it caused the public to shift its 
preferences away from these things towards holding its liquidity in the form of 
bank deposits, including special instruments like time certificates of deposit, 
which were issued by the banks. 

The central bank regarded it right to accommodate this shift in the 
preferences of the public, by permitting the banking system to expand at the 
abnormal rate of expansion that occurred in 1965. Even with this abnormal rate 
of expansion, credit conditions in the country tightened—were permitted to 
tighten—in 1965. 

If we had not accommodated this shift in preferences, they would have 
tightened even more, they would have tightened to a degree which, in all the 
circumstances of the time, rightly or wrongly, we regarded as inappropriate. 

Interest rates would have risen a good deal more sharply, credit would 
have become even more difficult to obtain. Once this episode was passed, then 
we went to a more normal rate of expansion in the money supply. As you will 
see from the table on page 14, the money supply over the past 12 months 
increased, if one takes the total, that is, including Government deposits, at a 
rate of just over 6 per cent; and if one excludes Government deposits and 
considers the privately held money supply, at a rate of 6.9 per cent. That is the 
explanation that I would give, sir. 

You will appreciate that implied in this explanation there is a theory as to 
what the central bank should be primarily concerned about. The theory on 
which we operate in the Bank is that what we should be primarily concerned 
about—what our job really is—is to do what we can to encourage from time to 
time the development of credit conditions, by which I mean the cost and 
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availability and other terms of credit, which are appropriate to the situation of 
the economy as we see it. 

We do not focus primarily on changes in the money supply, and I think 
that the example of 1965 is an excellent illustration of this. I do not think the 
changes in the money supply are a reliable criterion for the central bank to take 
as a sole criterion, nor do I think they are a reliable guide or indication as to 
what the monetary policy of the central bank really is. 


Mr. McCutTcHEon: I understand, then, that the central bank, in effect, did 
go to the aid of Canadian finance trust companies at the time of this fiasco. 


Mr. RASMINSKY: That is one way of putting it. I did not think of it in those 
terms precisely. I felt that the central bank was going to the aid of the 
Canadian credit system, that we were taking action, which, though it is true 
that it was focused on the position of a particular group of institutions, was not 
taken primarily, for the sake of those institutions, but was taken with a view of 
preventing serious liquidity difficulties developing throughout the whole credit 
system from which everybody would have suffered. 


Mr. McCuTcHEon: Actually, the money increase came at a time of pretty 
full employment. 


Mr. RASMINSKy: Yes, it did. 


Mr. McCutcHeon: And it did not mean more production or more goods, 
but, as a result, it meant more money chasing the same goods, and, therefore, 
higher prices. Is that a fair way of putting it? 

Mr. RASMINSKyY: No, sir. It maybe fair, but I would not agree with that way 
of putting it, sir. The essential question that one has to ask here is: did the 
increase in the money supply mean more spending? The money supply itself is 
not the crucial point. The crucial point is: is it used? 


Mr. McCutTcHeon: And “how is it used ?”’ 


Mr. RASMINSKy: Yes, how. First “if,” and second “how’’. If someone, say an 
investor, who previously held his liquidity in the form of a short term note of 
the XY Finance Company now holds his liquidity in the form of a deposit 
receipt from a bank, or a short term note of a bank, this in itself does nothing to 
the amount of spending at that time in the economy, but yet it results in an 
increase in the banking system and an increase in the money supply. 

Therefore, I think you have to introduce the concept of the effect of this on 
spending before you can say that this increase in the money supply in 1965 
resulted in increased money chasing the same amount of goods. 


Mr. SALTSMAN: Mr. Chairman, may I ask one supplementary question. 
Co-CHAIRMAN (Mr. Basford): Yes, Mr. Saltsman. 


Mr. SALTSMAN: I have just one short question to ask the Governor. To 
what extent does an increase in the money supply affect the level of interest 
rates? Does it have an effect on the level of interest rates, if the money supply 
is put in equivalents. 


Mr. RASMINSKY: Yes, sir. In the ordinary course of events, if the central 
bank wishes to encourage, let us say, a reduction in the level of interest rates, it 
would run the banking system easier, and, by putting more cash reserves into 
the banks, it would encourage the banks to buy liquid assets—that is the first 
response of the banks—liquid assets in the form of short-term government 
securities, or whatever the banks decided to buy. This action taken by itself 
would tend to cause some easing of credit conditions both in the banking system 
and elsewhere, and, taken by itself, would have an influence of this character on 
interest rates. 

But, of course, central bank action is only one action operating in the field 
of interest rates. One has to consider also what people in the private market are 
doing, and what their preferences are. Central bank action resulting in expan- 
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sion in the banking system may be defensive in the sense of preventing interest 
rates from rising. If the demand for credit is very, very strong, an expansion of 
central bank assets resulting in an increase in the amount of cash in the 
banking system may simply prevent interest rates from rising as much as they 
otherwise would. 

I think that, if one takes the central bank action itself, one does not really 
get a complete answer to your question. One has to consider what else is 
happening in the whole economic picture. 

Mr. SALTSMAN: If fiscal policy were introduced at the same time as money 
supplies were increased, would this have a tendency to take part of the whole 
problem? 


Mr. RASMINSKY: I think that fiscal policy and monetary policy are, to some 
extent, alternatives. I do not think that either can take care of the whole 
problem. It is the case that, if one has an inflationary situation to deal with, if 
one is concerned about the amount of pressure on resources, that one has a 
choice of policies and one may decide to use one or the other or both in 
conjunction. 

I have explained the way credit policy operates, that if the central bank 
follows a fairly restrictive policy in those circumstances, the rate of interest and 
the availability of credit may tend to dampen down demand. A fiscal policy 
which takes money away from people by increased taxes, or which fails to put 
as much money into the economic stream through reduced expenditures or 
through a combination of those two things, also has the effect of reducing the 
total amount of demand in the economy and of operating in the same direction 
as a tight monetary policy. 


Mr. McCutcHeEon: Mr. Rasminsky, do you think that the delay in providing 
for a so-called flexible interest rate on bank loans has affected monetary policy 
so much that it has helped to encourage inflation? 


Mr. RASMINSKyY: No, sir. 


Mr. McCutcHeon: Might I ask one more question referring to the Atlantic 
Acceptance Corporation fiasco? God forbid it should happen again, but would it 
mean another surge of money in the event of the collapse of another institu- 
tion? 

Mr. RASMINSKy: I refuse to contemplate the possibility! 


Mr. Scott (Danforth): I have a supplementary question. It is a possibility, 
whether you want to contemplate it or not, but would the stability, generally, of 
the banking system be more secure, if these institutions were brought under 
some kind of federal control such as our banks are? 


Mr. RASMINSKyY: I think that the Atlantic Acceptance affair has resulted in 
a pretty thorough soul searching on the part of those who are concerned with 
this part of the credit system. I think that the short-term borrowers from the 
market,—the finance companies—have been having a very hard look at their 
own practices. I think they have imposed upon themselves, or had imposed upon 
them by investors, standards of liquidity which are quite dieffrent from what 
they were in the past, and that they have made a very considerable adjustment 
to the situation. I think it is also the case that investors themselves have become 
increasingly discerning and sophisticated and have required information of a 
type which they did not have before. I think that the situation now regarding 
these companies is in a considerably healthier state than it was a couple of 
years ago. As to whether these institutions should be brought under a form of 
central control—I suppose there are constitutional problems involved there; 
some of these institutions, in fact most of them, I think, are provincially 
incorporated—I do not know of any intention on the part of government to try 
to bring these institutions under federal control. 
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Mr. McCutTcHeEon: I was not asking about the constitutional angle; I was 
asking about the monetary situation and whether there could be any advantage 
if there was some method of bringing such institutions under federal control 
rather than voluntary restraint imposed upon themselves. 


Mr. RASMINSKY: I would think that, after the experience of Atlantic 
Acceptance and the shock that was given both to the institutions concerned and 
to investors in them, there is a very good chance that any recurrence of this 
incident can be prevented without the need to bring these institutions— 


Mr. SmitH: Probably to provide provincial supervision would be as effec- 
tive. 


Mr. SALTSMAN: Besides the question of safety to depositors, there have been 
arguments advanced recently that the monetary policy would be more effective 
if all institutions like banks should be under some jurisdiction of the central 
bank so that central bank policies can be made more applicable to financial 
institutions than just to chartered banks alone. I would appreciate your 
comments on that. 


Mr. RASMINSKY: This is a matter we have had to devote a fair amount of 
thought to in connection with our submissions to the Porter Commission. The 
argument is sometimes advanced as to whether or not institutions of this type, 
or institutions which receive deposits or which have short-term claims due on 
them should be made part of the central reserve system, that is required to hold 
deposits with the Bank of Canada so as to make monetary policy effective. The 
conclusion we came to on examining this was that this was not the case. This 
relates in a sense to what I said before about the quantity of money not being 
the most crucial criterion in monetary policy. We came to the conclusion we had 
enough control over credit conditions through the chartered banks. These 
institutions are competitive with the chartered banks and the public has a 
choice between holding their claims on the chartered banks or on these 
institutions. If we wish to ease credit conditions and we increase the cash 
reserves of the chartered banks, and the banks then buy some assets or make 
loans, some of the money created in that way will find its way to these 
near-bank institutions. Presumably the public will want to hold its liquidity 
claims in about the same proportion as between banks and non-banks, and if 
money flows into these institutions, they too will be in a position to increase 
their assets and so spread the impact of the initial impulse we gave through our 
action. So that whatever other reasons there might be—and reasons of a 
different character are sometimes advanced, some reasons of equity as between 
banks and non-banks because the banks are required to hold these reserves and 
liquid assets ratio that do not apply to other institutions—from the point of 
view of effectiveness of monetary control, the conclusion we reached was that it 
was not necessary to bring these near-bank institutions under the control of the 
central bank, and this conclusion, I may say, was accepted or was arrived at 
independently by the Porter Commission and is reflected in their report. 


Mr. SALTSMAN: With regard to monetary policy which seems to have some 
control of levels of interest rates, and I presume this is one of the objectives of 
monetary policy—your action does have some effect on chartered banks in that 
they are restricted by law to a certain— 


Co-CHAIRMAN (Mr. Basford): Mr. Saltsman, I do not see that this is a 
supplementary question to Mr. McCutcheon’s question. Since you are not too far 
down the list, I suggest that we let Mr. McCutcheon continue his questioning. 


Mr. McCutTcHreon: Mr. Rasminsky, it is my understanding that recently 
many Canadian brokerage houses have put wires into the New York Exchange, 
and I wonder if you would care to comment on what seems to be an apparent 
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increase in the flow of Canadian investment out of Canada and into the United 
States. Could you comment on the basic underlying causes of this? 


Mr. Rasminsky: I do not think I could make any worth-while comment on 
that. I know it is the case that the purchase of some securities by Canadians and 
particularly by Canadian mutual funds has increased recently, or had increased 
recently—I think in the last month or so it is down compared with what it had 
been. This, of course, is only one of the items in the capital account. It is an 
offset to certain other major capital inflows that had occurred. By and large the 
net inflow of capital in all forms has been adequate to cover our current account 
deficit, to maintain our reserves at reasonable levels. I don’t think that I could 
attempt to analyse the reasons that have led to particular groups of Canadians 
buying foreign securities over the last year. 


Mr. McCurcHEON: You would though probably agree this is not necessarily 
lack of confidence in the way we operate here in Canada? 


Mr. RASMINSKY: I do not think that— 


Mr. McCutcHEon: It is more probably due to a broader spectrum, a broader 
outlet? 


Mr. Rasminsky: I think that the considerations must be considerations that 
are related to their views on particular securities. I certainly do not think this 
outflow represents any lack of confidence in us. 


Co-CHAIRMAN (Mr. Basford): Would it be due to investors wanting to buy 
investments in the parent company rather than the subsidiary? 


Mr. RasMiInsKy: In many cases they cannot buy investments in the Cana- 
dian subsidiary. I do not think I have any detailed information except that 
provided by published lists of the portfolios held by mutual funds—to indicate 
what specific securities these investors have gone into. 


Co-CHAIRMAN (Senator Croll): Mr. Bryce, in speaking to us on the day of 
the first hearing, in his table indicated there was a considerable rise in the 
investment increment over the period from 1949 to 1965, one of some conse- 
quence. I think he volunteered the information that in the main it was 
insurance investment. Can you indicate to us the proportion, without detail, of 
how much that has grown, that which has gone outside the country, the amount 
of the buying of investment, whether equities or otherwise, that has resulted in 
the last, say, two or three years from mutual and insurance funds? 


Mr. RasminsKy: I am very sorry, Senator Croll, but I do not have 
information that would enable me to reply to that. 


Mr. IrvINE: Mr: Chairman, perhaps you will permit a question supplemen- 
tary to an earlier question. I want to get the answer or advice of Mr. Rasminsky 
on the subject before I have to go to another meeting. I would like to ask, if I 
might: If we were to remove the bank interest rate, in your opinion, would the 
law of supply and demand be a sensible level? Secondly, what would be the 
dangers of such a move, as far as it might affect consumer credit or our 
economy generally? 


Mr. RASMINSKY: Dealing with the second question, the 6 per cent ceiling on 
the bank rate really does not apply. This has not been applied to consumer 
loans through the banks, and it would be my opinion that the entry of the 
banks into this field, even though the rates charged have been closer to 10 per 
cent, let us say, than to 6 per cent, has had the effect of reducing the average 
cost of consumer credit to the consumer, on account of the competition that this 
has offered to others in the consumer credit business. 

Dealing with the first question, as to whether the removal of the 6 per cent 
ceiling would result in rates being established at a reasonable level, I do not 
know what you mean by “a reasonable level.” I do not even know what I 
myself would mean by “a reasonable level.” I think there would, in fact, be a 
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more competitive market for bank loans. This is a restriction which makes it 
necessary for the banks to ration out loans when they cannot meet the entire 
loan demand and, therefore, if they have more leeway this imperfection in the 
market would be removed; but at what level the interest rate would settle 
down would depend on the conditions prevailing at the time, including, of 
course, the banks’ ability to compete with other financial institutions in gather- 
ing in funds to let out. At the present time, I suppose, the 6 per cent ceiling 
places some inhibition, some limitation on their ability to compete. 

Mr. IRVINE: Would it not be your opinion, then, that the rates likely would 
go up considerably at the start and then perhaps come back down gradually toa 
sensible level—shall we say, within 1 or 14 per cent of where it is today; or 
would you not care to hazard a guess? 

Mr. RASMINSKyY: I do not think I would want to hazard a guess. You mean 1 
to 1§ per cent higher than it is today? 

Mr. IRVINE: Yes. 

Mr. RASMINSKYy: Under the terms of the legislation that the Government 
has proposed there would, of course, initially be a ceiling related to the average 
yield on government securities, and I do not think that that ceiling would 
enable the banks right now to charge as much as 14 per cent more. 

Mr. IRVINE: Not right now. 

Mr. RASMINSKyY: I am afraid I could not hazard a guess as to what would 
happen. 

Mr. SALTSMAN: Mr. Rasminsky, I would like to ask you to compare interest 
rates in Canada with those in the United States, perhaps from two points of 
view: commercial lending and mortgage loans on houses. 

Mr. RASMINSKy: The general level of interest rates in Canada is, of course, 
higher than the general level of interest rates in the United States. I think there 
is no occasion for surprise in this, because Canada is a country which imports 
capital and the United States is a country which exports capital. We do not 
generate in this country enough savings to meet our capital requirements. 
The difference shows up in the form of a deficit in our balance of payments 
which has to be covered through the import of capital. It is necessary, in 
order to induce an import of capital, for the structure of Canadian interest 
rates to be higher than the structure of American interest rates. It is simply a 
reflection of the relative scarcity of capital in Canada. 

On the particular questions that you ask about, bank lending rates, at the 
present time the prime rate in the United States for bank loans is 6 per cent. At 
the present time the maximum lending rate in Canada for ordinary commercial 
loans is 6 per cent. There are, of course, certain supplements, the effective 
supplements which for a long time have been in force in the United States in 
the form of compensating balances, and these are apparently being introduced 
into the Canadian banking system. 

I would think that in the general level of bank charges or bank lending 
rates that there is not a great deal of difference now between the prime 
rate—the rate charged to prime customers—in the United States and in Canada. 

Co-CHAIRMAN (Senator Croll): May I put just one supplementary question. 
Mr. Rasminsky, you said that compensating balances are apparently being 
introduced into the Canadian banking system. As a matter of fact, they have 
been in the Canadian system for almost a year, have they not, to your 
knowledge? 


Mr. RAsMinsky: I do not know that I could put a date on it, but certainly 
within the last year. 
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Co-CHAIRMAN (Senator Croll): Yes, and it always troubles me when I am 
asked the question as to under what authority, and how, this is done. I never 
seem to find an authority for it in the Bank Act. Is there such authority? 


Mr. RASMINSKY: I really am not the one who should answer that question. 
The administration of the Bank Act is in the Department of Finance and in the 
hands of the Inspector General of Banks, but I think the answer is that there is 
no specific authority for it and no specific injunction against it. 


Co-CHarIRMAN (Senator Croll): There is another question on the tip of my 
tongue, but I do not want to embarrass you. 


Co-CHAIRMAN (Mr. Basford): I might just say this at this point, that there 
will be a committee of the House of Commons examining the revisions of the 
Bank Act in very close detail. While the provisions of Canada’s banking law in 
relation to monetary policy is of importance to this committee, I would hesitate 
having this committee go into an exhaustive examination of the Bank Act. 


Mr. SmitH: Perhaps, Mr. Chairman, now that the phrase has been intro- 
duced, Mr. Rasminsky could give us an explanation of “compensating balances’. 


Mr. Rasminsky: A compensating balance is an arrangement under which 
the borrower from a bank agrees to leave with the bank on deposit a certain 
amount which might be related to the amount of the loan, or line of credit, to 
compensate the bank for the services the bank incurs in connection with the 
servicing of the account. 


Mr. Smuti: It has the effect of increasing the borrower’s interest rate? 

Mr. RASMINSKY: It could be looked on in that way. 

With respect to Mr. Saltsman’s second question on comparing mortgage 
rates, I will say that according to the Federal Reserve Bulletin of August, 1966 
the average interest rate on conventional first mortgages on new houses in the 
United States averaged just under 63 per cent. I gave some figures in my 
statement as to the conventional rate in Canada. 


Mr. SALTSMAN: Since we are talking about consumer prices I would like to 
see if we can relate some of the activities of monetary policy to this question of 
consumer prices, and specifically the question of interest and how interest 
affects consumer prices. With the general level of interest rates in Canada 
rising, and because of higher mortages and increasing compensating balances in 
the banks, could you give me an opinion as to what effect higher interest rates 
have on consumer prices, or how they are reflected in consumer prices. 

Mr. RasmMInskKy: The most general statement that I would make on that 
subject is that I think the overall effect of rising interest rates is to reduce the 
increase in consumer prices. It is the case, of course, that in some things interest 
costs are important, and for those particular things one would perhaps be 
entitled to focus on the direct relationship between interest costs and prices. 
Housing would be an example of this. There is a clear and fairly direct 
relationship between the level of interest rates and house rents, which consist 
partly of interest amortization payments. But, taking the situation generally, 
the question that one would have to ask one’s self, if one were trying to trace 
the relationship between consumer prices and interest rates, is: What would the 
level of consumer prices have been if interest rates had not gone up? There I 
would have no hesitation in my reply. I think that one cannot measure the rise 
precisely, but I have no hesitation in thinking that the rise in interest rates, and 
the reduced availability of credit in Canada which is associated with the rise in 
interest rates, does exercise a general dampening effect on demand, which has 
the effect of keeping consumer prices from rising as much as they otherwise 
would. 

Mr. SALTSMAN: This has been one of the things I have found difficult to 
understand. I know that the attitude has been generally that increased interest 
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rates dampen down demand, but up until the present there does not seem to be 
too much indication of high interest rates dampening down demand. On the 
other hand, higher interest rates are reflected in the costs of an increase in 
business. If you pay high interest on the money you require for inventory, 
expansion, machinery, or for any other purpose, then this cost must be passed 
on at some level, and I assume it is a cost that is passed on. Can I gather, then, 
from what you say that on balance the use of interest rates as a way of 
dampening down demand has a better effect for the consumer than perhaps the 
increased cost that might accrue to individuals in the form of higher interest 
rates being passed on in the form of profits? I hope I am making myself clear on 
this. It is rather complicated. 


Mr. RASMINSKY: Yes. You say, Mr. Saltsman, that there is not much 
dampening effect on demand by interest rates? 


Mr. SALTSMAN: Except in respect to housing. I should have made that 
exception, perhaps. 


Mr. RASMINSKY: Of course, one does not know what the demand would 
have been had different policies been followed and which would have resulted 
in a degree of monetary expansion that would have prevented interest rates 
from rising. Now, it would be my judgment (and this is a matter of judgment; it 
is something that I do not think can be demonstrated) that under looser 
monetary policies which would have been necessary to prevent interest rates 
from rising—let us assume that we would have been able effectively to have 
such policies (and there are some questions about that too) it would be my 
judgment that demand would have increased more sharply than has been the 
case, and consequently there would have been greater pressure on prices. I have 
to believe that or there would be no sense in monetary policy. 


Mr. SALTSMAN: In your statement you indicated some disenchantment with 
the use of monetary policy generally. There are some serious limitations on the 
use of monetary policy, and I think the Minister of Finance himself has 
indicated that in the light of experience he would have placed less reliance on 
monetary policy and more reliance on other things. I know it is always great to 
have hindsight, but could we have pursued another mix of policies in the past 
that would have given us the effect of reducing demand and at the same time 
keeping interest rates lower than they actually became? 

Mr. RASMINSKY: Our problem really is that we want to do a great many 
things at the same time. We want to keep the economy operating at a very high 
level of capacity. We could have had policies, probably policies which resulted 
in a smaller rate of increase in consumer prices at substantially higher levels of 
unemployment. But we do not want that. 

Monetary and fiscal policy to some extent, as I have said, are alternatives. 
If over the course of this expansion—in the course of the past few years—there 
had been a tighter fiscal policy, then presumably we would have had the same 
results with a somewhat more relaxed monetary policy and a somewhat lower 
level of interest rates, although here one, of course, has to be conscious of 
international limitations on our ability to control the policies. We must have a 
level of interest rates that will induce enough capital inflow to cover our deficit, 
or we will get in trouble internationally. The tighter fiscal policy to produce 
these results perhaps would not have provoked universal enthusiasm; it would 
have involved higher taxes, it would have involved the elimination perhaps of 
some government expenditures. There is no very easy way, therefore, out of 
this. There is no very easy way to live with prosperity. 

In addition to all these policies that affect the demand side, there are of 
course a whole range of policies that affect what I have been calling the supply 
side of the thing, policies relating to the efficiency with which the economy 
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operates—to our productivity, labour training and mobility, and that whole 
range of questions. 


Mr. SALTSMAN: When Professor Neufeld was here before us he indicated 
that there was considerable discussion going on as to the advisability of Canada 
being on a fixed exchange rate, and that some suggestions had been made to 
alter this kind of policy or to look at it to see if Canada might not be better 
served by having a modification of a fiscal exchange rate, by being able to alter 
its levels in order to take into account the matter you have raised concerning 
the influence of other countries on what would happen to the economy of 
Canada. Would you care to comment on the fixed exchange rate or control of 
the exchange rate as might affect the consumer? 


Mr. RASMINSKyY: I really would not care to, but since you have asked the 
question, I will do so. 

I know that there has been a discussion in academic circles—and I do not 
use the term in a pejorative sense—regarding the type of exchange system 
that we should have. This discussion is not confined to Canada. There are 
many academic economists in the United States, too, who feel that more 
flexibility in exchange rates would facilitate international adjustments. 

As you know, we were on the fluctuating exchange rate for some time. 
When we were on the fluctuating exchange rate we were in violation of our 
undertakings to the International Monetary Fund, through which the main 
countries of the world have agreed on a certain code of exchange behaviour, 
which includes fixed exchange rates, subject to change under certain conditions. 
During most of the time we were on a fluctuating exchange rate our exchange 
rate was very high, and at that time we were able to deviate from the agreed 
pattern, I think partly because our exchange rate was so high, and if it did 
anybody any harm it was not other countries. 

When the fluctuating exchange rate is advocated now I am never quite sure 
whether it is because people think our exchange rate should be raised or 
because it should be lowered. I think that our own experience of the fluctuating 
exchange rate shows that the fluctuating exchange rate is not guaranteed to 
produce an exchange rate which is really basically suitable for the circum- 
stances of the country. The exchange rate under fluctuating conditions is very 
much influenced by capital movements, and it probably was one of the factors 
causing the very large deficits on current account in our balance of payments 
that we ran even when the economy was not at all fully employed. 

I would see no reason why we should have to contemplate a fluctuating 
exchange rate in order to achieve equilibrium in our balance of payments. I 
think with the right combination of policies here that we can do it under the 
international exchange rules to which we have agreed. 

Mr. SautsMAN: Thank you, Mr. Rasminsky. I have many other questions, 
but I will save them for the discussion on the Bank Act. 

Senator CARTER: Mr. Rasminsky, in actual practice as opposed to theory, is 
it possible, do you think, under our present system, to have full employment for 
an appreciable period without inflation? 

Mr. RASMINSKY: Yes, sir. I think we have to work very hard at it. I think 
we have to learn a great deal about it and to be willing to break new ground in 
various types of policy in order to achieve that; but I have been disconcerted 
and discouraged a bit by what seems to be too easy an assumption that inflation 
or steadily rising prices are the necessary price that we have to pay to achieve 
full employment. I am not prepared to be defeatist about that and to accept that 
view. Now, it is true that one can point to a great deal of history, if one wants 
to be defeatist. Countries have tended as they have approached the limits of 
capacity in their output to get into inflationary situations. 
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On the other hand, we have also been breaking some new ground. I think 
that the stress that has recently been raised in public discussion on the factors 
that have the effect of increasing output, the stress that is laid on education, on 
upgrading of labour skills, on management skills, on mobility, over a period of 
time should be quite helpful factors in achieving this result of having prosperity 
without inflation. There is a whole range of other questions here which I would 
not really be prepared to discuss, but they are important and they are under 
consideration of the Economic Council at the present time. One is the problem 
of the relationship between incomes and productivity. Then there is also the 
whole range of questions associated with incomes, policies, which I am sure the 
committee will be considering at a later time. 

It is much too early to reach a defeatist conclusion and to say that, even 
with proper combination of policies, with the willingness to learn from experi- 
ence, we cannot at the same time have very high levels of employment and 
monetary stability. 


Senator CaRTER: Is it correctly inferred from what you have just said that 
your statement is based on the premise that a 2 per cent increase in prices 
would not be inflation? You would not mind 2 per cent? You are not saying that 
it is impossible to have no increase at all, but if it can be kept within 2 per cent 
you would not regard a 2 per cent rise as inflation. Is that a correct interpreta- 
tion? 


Mr. RASMINSKY: I would much prefer to have no increase in prices. On the 
other hand, the difficulty of measuring prices and of allowing for changes in 
the quality of goods and the increased use of services in the economy as we 
become more affluent, and what seems to be some tendency for the rates of 
productivity in goods production to increase more rapidly than in services—this 
probably does cause an upward drift of some sort, even in non-inflationary 
conditions in the consumer price index—whether it is 2 per cent or 1 per cent I 
do not know. 


Senator CARTER: We have not reached that happy state yet. In the event 
that policy makers have to choose between one or the other, you either have 
inflation or you have unemployment, is there a limit somewhere, a point where 
one or the other becomes the lesser of two evils? 


Mr. RASMINSKy: That seems to me, senator, to be, if I may say so, a false 
choice to present, the choice between inflation and unemployment. It assumes 
that you can go on having inflation and avoiding unemployment. In actual fact, 
you cannot. At some point or other, if you have inflation, you will it seems to 
me inevitably get such stresses and strains, such disturbances in your economic 
system, that your economic system is going to break down. You may have the 
choice between inflation and unemployment during any given period of time. I 
mean, for a short time perhaps you could improve an employment situation by 
being prepared to acquiesce in inflation, but after period of time the efforts 
of people to protect themselves against the consequences of inflation will 
inevitably result in the economic system seizing up and giving at least a period 
of temporary recession and unemployment. 


Senator CARTER: When I asked that question I was thinking about Prime 
Minister Wilson in England who seems to be deliberately implementing a policy 
which is going to produce, that is, increase unemployment. I gather that you, as 
one who is at the very centre of operations of the economy of our country, are 


not particularly satisfied that our present monetary system cannot be improved. 
Is that a fair statement? 


Mr. RASMINSKy: I am sure it can be improved. 


Senator CARTER: Can you give the committee just a few examples of what 
changes you might forecast that would make an improvement? 
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Mr. RASMINSKY: These are matters, as you know, that are subject to 
legislation at the present time and that will be discussed in the Banking 
Committee. We have suggested various changes, which the Government pro- 
poses after discussion with us, in the Bank of Canada Act, which we feel will 
result in an improvement in the functioning of the system. 


senator CARTER: I would not want to overlap the proceedings of this 
committee with those of the Banking Committee. If you would have patience 
with me as a layman, I would like to get a little more clear concept of some of 
the terms you are using in your brief. At the bottom of page 5 and the top of 
page 6 you say: 
The chartered banks are required to maintain cash reserves in the form 
of deposits with the Bank of Canada and Bank of Canada notes in an 
amount equal to at least 8 per cent of their deposit liabilities. 


I would like a little more information on that term “deposit liabilities”. 
Does it mean deposits which people have made with the bank or does it mean 
loans that the banks have made to people? 


Mr. RASMINSKyY: It means deposits that people are holding with the banks. 
They are liabilities from the point of view of the bank. These deposits take 
various forms. Some of them are ordinary demand deposits—current accounts. 
Some of them are savings deposits—the bulk of them. Then there are various 
other instruments of deposits that the banks issue, on which they pay higher 
rates of interest than they pay on savings deposits—time instruments of deposit. 
The banks also in the past have issued bearer notes up to various periods, up to 
a year. These are all liabilities that the bank owes to the public. 

Senator CARTER: Liabilities to people who are doing business with the 
bank? 


Mr. RASMINSKY: Yes, sir. 


Senator CARTER: Is there a relationship at all, apart from this 8 per cent, 
between the reserves of the banks and the reserves of the central bank—that is, 
is there any other relationship? 


Mr. RASMINSKyY: This is the basic relationship, senator—the requirement to 
hold a proportion, now 8 per cent, of their deposits in the form of cash with us. 
This is what gives us our control, this is our main point of control, since we can 
increase or decrease the amount of central bank cash that they have, and our 
action then works its way through the banking system. 

In addition to that cash reserve ratio, the banks have, under an agreement 
reached with the Bank of Canada in 1956, maintained a supplementary second- 
ary reserve in the form of day to day loans to the money market, or treasury 
bills, equal to 7 per cent of the deposits of the public with them. This makes a 
total of 15 per cent of what we call liquid assets. That is a voluntary 
arrangement, but in the revisions of the banking legislation which are now 
before Parliament, it is proposed that this arrangement should be statutory and 
that the Bank of Canada on giving notice, should have the power to require the 
banks to maintain such secondary reserves. 


Senator CARTER: I seem to recollect that a few days ago I read in the local 
press that we had to reduce the reserves of the central bank, that they had 
become in excess of our agreement with the International Monetary Fund, that 
we had some international agreement that our reserves would not go beyond a 
certain figure? 


Mr. RASMINSKY: We have an agreement with the United States, senator, 
with regard to our official reserve holdings of gold and U.S. dollars. You will 
recall that, in the summer of 1963, the United States announced an imposition 
of a tax, which they called the interest equalization tax, under which residents 
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of the United States buying foreign securities have to pay 15 per cent tax. If 
this tax had been applied to Canada, it would have caused great difficulties for 
us. This was reflected in the fact that on the day of the announcement our bond 
market was very, very weak, and we lost a great deal of exchange. 

Over the week-end, after the Americans had announced the imposition of 
the tax, we explained the situation to them in some detail, pointing out that 
from vse own point of view it did not make a great deal of sense to apply the 
tax to Canada, to prevent the capital from coming into Canada, because we 
immediately furned round and spent it on American goods. If we did not have 
it, we would not be able to spend it, and we would have, somehow or other, to 
reduce our imports of American goods. The Americans then agreed to exempt 
from the tax new issues of Canadian securities. | 

They were understandably anxious, of course, that Canadian borrowers 
should not issue securities in the United States market on a scale which would 
lead to our borrowing more than we needed to cover our current account deficit, 
and the Government of Canada agreed that we would not encourage access on a 
scale that would result in an increase in our reserves. 

At that time the level of our reserves was about $2,700,000,000. Towards 
the end of last year, when the Americans were considering their new balance of 
payments program and were imposing additional restrictive measures, there 
were further discussions with the United States as a result of which the 
Government of Canada agreed to reduce the target level for our reserves from 
the previous target of $2,700,000,000 to $2,600,000,000—including our I.M.F. 
credit position. 

At the present time we are a bit below that target. We are well within the 
range of a level of reserves which is acceptable to both countries. 

Senator CARTER: That is a sort of voluntary restriction on the import of 
capital, is it? Could it be termed that way? 

Mr. RASMINSKyY: That would be one way of putting it, senator. It is perhaps 
a voluntary restriction on the net import of capital, because the Government 
said at the time that, in addition to the normal influence on capital flows of the 
general range of policies followed, if it were necessary or desirable to take this 
action in order to keep our reserves within the target level, the Government 
would repatriate its own securities; and, in fact when the Government repatri- 
ates its own securities it uses exchange to buy them from the United States, it 
reduces its own external debt, at the same time improving the balance of 
payments position of the United States. 

In fact, in the course of this year, the Government has bought back—has 
deliberately reduced its reserve holdings by buying back—dquite substantial 
amounts of the long-term issue which it sold in the United States in 1962. 

In addition, the Government has used authority given to it by Parliament 
at the time of the last estimates, I believe, to buy from United States holders 
some bonds issued by the International Bank for Reconstruction and Devel- 
opment. This also has had some effect in keeping our reserves well within the 
target figure. 


Senator CARTER: Although our dollar is pegged to the American dollar, it is 
not rigid? There are still limits of fluctuation? 


Mr. RASMINSKY: Yes, sir. Under the articles of agreement of the interna- 
tional monetary fund, every member having declared a par value can allow its 
actual exchange rate in the market to fluctuate within a range of one per cent 
on either side of the declared par value. 


Senator CARTER: I seem to remember that in the same article there was 
reference to the fact that at that particular period our dollar had weakened a 
bit, and I was just wondering what had caused that. 


CONSUMER CREDIT 357 


Mr. RASMINSsKy: I do not recall the article, but any currency will fluctuate. 
The demand and the supply of foreign exchange coming on to the market over 
any given period of time are not necessarily in equilibrium, though the 
country’s basic position may be in equilibrium, and these day-to-day fluctua- 
tions in exchange rates are caused by this. 

Senator CARTER: But there is a fixed limit below which you must take 
action to prevent it from falling. 


Mr. RASMINSKyY: That is right, yes. 


Mr. Scort (Danforth): Mr. Chairman, a lot of my questions have now been 
answered. Mr. Rasminsky, in your judgment, is Canada presently in a condition 
of serious inflation? 

Mr. RasmMInsKy: Those are qualitative words, Mr. Scott, that different 
people might interpret in different ways. In my judgment, there is reason to be 
concerned about the recent trends in Canadian costs and prices. 

Mr. Scott (Danforth): In your judgment, how long has this condition of 
concern existed? When did it start? 

Mr. RASMINSKy: I reflected the concern in my last annual report. The 
concern, the looking forward, was, of course, reflected in the monetary policy 
that was followed in the course of 1965 and 1966. 

Mr. Scott (Danforth): I do not want to ask you anything outside your 
jurisdiction, so do not be afraid to decline to answer. What is the nature of the 
actions which we could take against inflation that would have some effect on 
prices? 

Mr. RASMINSKY: The nature of the actions that could be taken? Well, I 
would say, Mr. Scott, that it really covers the whole range of actions that I have 
referred to in my paper, some of which, as you say, are quite beyond the scope 
of the central bank. In the first place, on the demand side, we have to do the 
best we can to see that the overall policies affecting demand are right. 

Now, this is not something where you can turn to the back of the book and 
find the answer. There are judgments involved at every stage, including some 
judgments as to prospects, because your policies always have to be forward 
looking. Those policies on the demand side are basically fiscal policy, debt 
management policy, monetary policy. In addition to the things that affect the 
demand for goods, there are, of course, a variety of things which affect our 
ability to produce goeds, and there we are concerned with matters of produc- 
tivity, with having the right skills in the labour force and having the right 
skills in the right places; we are concerned with the prevention or elimination 
of bottlenecks as far as possible. 

Then there is the whole range of difficult questions connected with costs, 
connected with the relationship between incomes, wages and productivity. 

I can do no more in reply to your question than to indicate the general 
range of the subject matter that I think we should be looking at. 

Mr. Scott (Danforth): Those are all actions that would have immediate 
effect. 

Mr. Rasminsky: I think so, yes, sir. 

Mr. Scott (Danforth): There is another question I wanted to ask you. You 
were discussing the monetary policy, etc. To what extent is the ability of the 
central authority to influence monetary policy, etc., impaired or not impaired by 
the actions of the provinces? 

As I see it, the provinces and municipalities are now spending more than 
the central Government, and I was wondering what effect their growing 
strength and influence has on the market, impeding and impairing, as it is, our 
ability in Ottawa to control things like interest rates and monetary policy 
generally. 
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Mr. RASMINSKyY: I think in the exercise of monetary policy one has to take 
the situation as one finds it, and one finds that the provinces are very large 
users of financial markets and they are therefore an important factor influenc- 
ing the demand for funds and influencing the level of interest rates. I would not 
say that this interferes with the exercise of monetary policy. I think that the 
growing role of Government in our economic system does mean that to an 
increasing extent other types of public policy including fiscal policies and 
Government expenditure policies have become important; that the role of 
monetary policy is not the role of a panacea or something that can regulate the 
economy completely and provide all the answers. Within the field of fiscal 
policy, I think that the growing percentage of the total expenditures on goods 
and services which are made by provincial governments raises very important 
problems regarding the use of fiscal policy as an economic regulator. This is one 
of the new challenges we seem to have—that is the challenge of trying to 
achieve a situation where views of the overall economic situation have more 
influence of the taxation and expenditure policies of governments other than 
the Government of Canada. Monetary policy has somehow to be fitted into 
this general framework. 

Mr. Scott (Danforth): What you are saying is that monetary policy has 
reached the limits of its effectiveness to some extent? 

Mr. RASMINSKY: This is something I would not want to be terribly 
categorical about. I have felt that, in the situation now existing and that we 
have been confronted with over the past year or so, monetary policy has been 
pushed about as far as it is appropriate to push it. These are matters upon 
which one would not want to be too dogmatic, and we always have to have 
regard to what is happening outside our own borders. But there are these 
limitations on the use of monetary policy to which I devoted some attention in 
my paper. 

Mr. Scott (Danforth): You mentioned that the American guideline have 
complicated our monetary policy. Could you expand a little on that? 

Mr. RASMINSKyY: May I find that point in my paper? 

Mr. Scott (Danforth): I took a note of it; I hope I took it down right. 


Mr. RASMINSKY: What I said is “From 1963 on, other problems affecting 
our external financial position arose as a result of measures taken by the United 
States to deal with her balance of payments difficulties—’. Later I said that 
“Throughout the whole period of the economic expansion it has been necessary 
for monetary policy to be concerned with the need to obtain a large enough 
inflow of capital to finance our large deficits on current account and at the same 
time to try to avoid a larger inflow than necessary for this purpose. This 
problem has been complicated by a number of measures taken by the United 
States to improve its balance of payments position, including the guideline 
measures and by arrangements regarding the level of Canada’s foreign ex- 
change—’’. 

One of the questions we have had to have in mind in our monetary policy 
has been the American guidelines and the reserve agreement. We have had to 
have that in mind because if we had a level of interest rates here which set 
up inducements to capital inflows which were excessive, taken in conjunction 
with everything else that was happening in our balance of payments, and 
resulting in large additions to our reserves, then our exemption under the 
interest equalization tax would have been jeopardized and we might have been 
faced with the prospect of a serious exchange situation. This is something the 
central bank has had to have in mind at all times. The interesting question 
would be whether having to have this in mind led us to follow a monetary 
policy which was substantially different from the policy we would have 
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followed had it not been for this complication. I think that there have been 
occasions on which the timing of some of our particular actions of monetary 
policy might have been a bit different had it not been for this complication that 
I have referred to. But taking it by and large, I would feel that the existence of 
the guidelines and the reserve agreement has not resulted in our being obliged 
to follow a monetary policy which is materially different from the policy which 
in any case we would have thought appropriate in relation to our own domestic 
circumstances. 


Mr. Cuancy: May I be permitted a supplementary question? Can you tell 
me, Mr. Rasminsky, how long it takes for the effects of monetary policy to get 
down to consumer level? After all that is what we are dealing with—the 
consumer. 


Mr. RASMINSKY: I wish I could answer that question. Among other things, 
we have much to learn about the way monetary policy works, and we are doing 
the best we can to get some idea as to the lags that are involved in monetary 
policy and the impact of monetary policy on various sectors of the economy. 
The first impact of monetary policy is in the banks’ liquid position or their 
holdings of liquid assets, and it takes some time for a reduction in the banks’ 
liquid assets, for example, to be reflected in their lending policies. It depends on 
what margin of liquid assets they have that they regard as being excessive. 
When the banks feel they have to contract credit—I take that back because the 
banks have not contracted credit; they have gone on expanding credit—but if 
they have to expand it a little more gradually or a little more slowly than in the 
past, then they have a choice as to where the impact should be permitted to fall. 

Thinking of the impact on consumer credit, I would say, at a guess—and 
this is really no more than a guess—that there could have been a period of 
about a year between the time that the banks began to feel a little tight in their 
liquidity and the time that one could see some reflection of that in the reduced 
rate of expansion in consumer loans, but I do stress that that is not a scientific 
answer, it is a guess. 

Co-CHAIRMAN (Mr. Basford): I was waiting all morning to ask about time 
lags and to ask what improvements could be made to reduce the time lag 
between actual economic conditions and monetary and fiscal policies adopted to 
change those conditions. 


Mr. RASMINSKyY: That is a different type of lag. That is what I think my 
friends the economists call the recognition lag. That is the lag that is related to 
the intelligence of the monetary or the fiscal authorities. I think really the 
direct answer to your question, Mr. Chairman, would be that what can be done 
to improve the recognition lag is to get better people running the institution, 
because there is a flow of information which one looks at every day, and I think 
it is terribly important, in looking at this information, to look at it fresh each 
day and with an open mind. Some of the information, of course, is out of date 
by the time one gets it. I think the D.B.S. does an extremely good job in 
producing statistics, but it is unfortunately the case that there are lags in the 
information that becomes available. And I think one way of reducing the 
recognition lag would be to support the D.B.S. in trying to maintain their staff 
and their flow of information. 

Senator CARTER: Would computers help on that? 


Co-CHAIRMAN (Senator Croll): They have computers there. They are 
almost fully computerized now. 

Co-CuHarirmMAN (Mr. Basford): I made a slight error, Senator O’Leary, and I 
recognize Mr. Smith first. 

Mr. SmitH: Mr. Rasminsky, you were talking about the computation of 
funds between the consumer, the private borrower and the municipal, provin- 
cial and federal institutions. You suggested that some borrowing was less 
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inflationary or had less pressure on the upward cost of lving than others. 
Would it be fair to say that borrowing by companies and individuals to increase 
productivity was the least inflationary of all borrowing? 


Mr. RASMINSKyY: So far as pressures on the capital market are concerned, 
the capital market, of course, is very homogeneous. Funds are very mobile in 
the capital market, and I suppose every type of borrowing has the same sort of 
effect on interest rates. 

I think that if one takes the economy as a whole and takes a long enough 
period of time, in the problem of inflation we are concerned with the relation- 
ship between demand and output, and borrowing which increases output, 
particularly if it increases it over a relatively short period of time, would 
produce some increased flow of goods which would be non-inflationary. I think 
one would have to know what the result of other types of expenditure was 
before being very precise in one’s reply. If other types of public expenditure 
had the effect of increasing efficiency in some other way, through increasing the 
skill of the population, for example, or dealing with bottleneck problems, that 
too over a period of time would be anti-inflationary. 


Mr. SmirH: In other words, you could classify provincial government 
borrowing, for example, or municipal government borrowing, if it were borrow- 
ing to train its people better to produce schools, and so on, that would be more 
desirable in the long run, an anti-inflationary type of borrowing rather than 
borrowing spent on non-productive returns? 


Mr. RASMINSKyY: I think anything that increases the productivity of the 
economy and produces more goods or lays the groundwork for the production of 
more goods, is less inflationary than the other type of borrowing you described. 


Mr. SmiTH: As interest rates increase is there one class of borrowing that is 
generally forced out of the borrowing market and forced to curtail its expendi- 
tures sooner than another? For example, the borrower who is borrowing for 
business purposes or the local municipality, do interest rate increases price them 
out of the market quicker than they price a consumer buyer? 

Mr. RASMINSKy: I think it is pretty clear that as interest rates rise more 
lending and borrowing tend to be done directly between lenders and borrowers, 
rather than through financial intermediaries such as trust companies or insur- 
ance companies. This is one of the reasons I believe why high interest rates tend 
to operate with particular severity on the supply of capital available for 
mortgages. I think that housing is one of the places which is most susceptible to 
high interest rates because there are not public offerings of mortgages. That is 
not the way mortgages are normally financed. They are financed through 
intermediaries—trust companies or, of course, the C.M.H.C. So that particular 
type of borrowing, I would say, was clearly one which is perhaps quite 
susceptible to rises in interest rates. 

Mr. SmituH: By corollary, various kinds of taxation, do some impinge more 
directly on increases in the cost of living than others? 

Mr. RASMINSKY: This is a question that I really do not think I am 
competent to answer. 

Mr. SMITH: I was not on the committee when Mr. Bryce was here and 
maybe dealt with that. 

Co-CHAIRMAN (Mr. Basford): Supplementary to Mr. Smith’s previous ques- 
tion: Did not the Economic Council do some work on some papers resulting 
from a seminar at York University on stabilization policy, in which they came 
to the conclusion that an increase in borrowing costs had almost no effect on 
huge corporations, and as the corporations became smaller it had a greater 
effect on decreasing their borrowings and decreasing their capital expenditure 
projections? 
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Mr. RASMINSKY: I do not recall the details of that study, Mr. Basford. I 
think that in a situation of tight credit conditions associated with high interest 
rates large corporate borrowers are perhaps less likely to be affected than small 
borrowers. For one thing, they have normally large amounts of liquid assets 
that they can dispose of, and they have the opportunity of going to the capital 
market by issuing their own bonds in a way that small borrowers do not. This is 
one of the reasons why in any period of credit restraint the Bank of Canada, in 
its conversations with the chartered banks, always reminds them of the 
desirability of maintaining the flow of funds to small business borrowers, 
because they have nowhere else to go and are more likely to he affected 
adversely in a period of sharp credit restraint. 

Mr. SmirH: Perhaps I could ask one question supplementary to Mr. 
Basford’s question now. 

With respect to the banks making loans in times of tight money, is it not 
cheaper—I expect it is always cheaper for them to make large loans, but does it 
now show up with greater clarity in the fact that it is cheaper in the terms of 
management and looking after the account to make one large loan than it is to 
make a large number of small loans? Does not that tend to make money more 
available to large corporations? 


Mr. Rasminsky: I do not think the banks would agree with that way of 
putting the situation. The banks operate, as you know, through some thousands 
of branches, and each branch manager is naturally anxious to look after his own 
customers. Most of the bank customers are relatively small business people. 
They maintain deposit accounts, and you cannot have deposit accounts if you 
are continually turning down applications for credit. I think it would be 
probably accurate to say that the costs associated with large loans are propor- 
tionately less than the costs associated with small loans, but the banks do state 
that they seek to protect their relatively small business customers to the 
maximum extent they can from the impact of tight credit conditions. 

Senator O’LEARY: I am sure mine is a valid supplementary question now, 
Mr. Chairman. At page 14 of your prepared statement, Mr. Rasminsky... 

Co-Chairman Mr. Basrorp: I am recognizing you, senator, quite apart from 
the fact that your question is supplementary. 


Senator O’LEARY: Mr. Rasminsky, at page 14 you say: 
Todays? >: 


and I emphasize “‘today’s”’ 


__ eredit conditions have not been brought about by calling a halt to the 
expansion of the banking system. 


And then you go on to prove this in the table below. In the concluding 
sentence you say: 


—but in recent month’s the bank’s consumer loans have levelled off as 
has the over-all total of all forms of consumer credit. 


I realize there is a distinction between “levelling off” and “calling a halt’, but I 
am wondering to what degree they have levelled off. For that reason my 
question is: Do you have comparative figures for the last six months of 1966 as 
against those for the year 1965? I am referring to 1966 to the end of August. 
You could take an eight-month period, if you wish, or a six-month period. 
Perhaps you have the figures month by month. 


Mr. RaSMINSKY: Yes, I do have the figures that I think are what you have in 
mind, senator. If one looks at the consumer credit outstanding in 1965 one sees 
the rate of growth of consumer credit by the chartered banks was 22 per cent. 
In the first quarter of 1966 this was 15 per cent, and in the second quarter of 
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1966 there was a decline—I am sorry; I must go back. The figure of 15 per cent 
was not for the quarter; that was an annual rate. It is directly comparable to 
the figure of 22 per cent. For the second quarter there was an actual decline at 
an annual rate of 4 per cent, and in the month of July there was an increase at 
an annual rate of 8 per cent. 


Senator O’LEARY: What about business loans for those same periods? 


Co-Chairman Senator CROLL: Senator O’Leary, may I suggest a question at 
this moment? How did that reflect itself into other loans? Did the finance 
companies increase their business at the expense of the banks? 


Mr. RASMINSKy: No. In the case of the finance companies the comparable 
figures are in 1965 an increase at an annual rate of 10 per cent. In the first 
quarter of 1966 the increase was at an annual rate of 8 per cent. In the second 
quarter of 1966 it was about even—a decline of about one per cent. In 
the month of June, which, of course, is included in the second quarter, there 
was an increase at an annual rate of 3 per cent. 

These similar figures for consumer loan companies are, for 1965 an increase 
of 14 per cent; in the first quarter of 1966 an increase at an annual rate of 15 
per cent; and in the second quarter of 1966 an increase at an annual rate of 9 
per cent. These figures of outstanding consumer credit, of course, are very much 
affected by what is happening to automobile sales. Automobile sales have an 
important part in this. 

Senator O’LEARY: Now, will you give me the percentage figure for the 
business loans? 

Mr. RASMINSKY: In 1965 business loans increased by 14 per cent. In the 
first quarter of 1966 they increased at an annual rate of 3.3 per cent, and in the 
second quarter of 1966 they increased at an annual rate of 2 per cent. 

Senator O’LEARY: Thank you. 

Co-Chairman Senator CROLL: All my questions are now supplementary. 


Co-Chairman Mr. BAsForp: You just told me not to allow any more 
supplementary questions. 


Co-Chairman Senator CROLL: I want to get just one in. Would you care to 
comment on the credit tightening in 1962 compared to our present position? 
You do not use the phrase “credit tightening”—I know you are not using that 
term—but compare the 1962 position to the present position in respect to what 
we commonly call credit tighening. 

Mr. RASMINSKY: Yes, the 1962 credit tightening—and I do not mind using 
the term—was really of quite a different character from the present position. 
The sharp rise in interest rates in 1962—incidentally, it was much sharper than 
the rise in interest rates that we now have, and much more concentrated. It was 
directly related to the need to correct our foreign exchange position. Exchange 
reserves had fallen in the course of the exchange crisis to extremely low levels. 
Once the steps were taken to deal with the situation by the measures of 
Government policy that were announced at the end of June, 1962, and by our 
own action in fixing the bank rate at 6 per cent, it was necessary, in our 
opinion, to make a deviation in the flow of monetary policy, and to try to 
establish a level of interest rates in Canada which was sufficiently attractive to 
foreign investors, and which pushed enough Canadian borrowers on to the US. 
market so that this great gap in our exchange reserves should be filled. To do 
this we had to put a very sharp squeeze on the banking system in 1962, because 
once confidence was re-established by the measures of Government policy 
announced at the time there was a very strong public appetite for securities. 
People wanted to buy Government bonds again. We had to force Government 
securities out of the banking system in order to keep interest rates high enough 
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for a period of time sufficient to fill the void in our exchange reserves. That was 
done in the summer of 1962. 

As soon as our reserves got back to a reasonable level we were able to ease 
the monetary policy again. 

In 1962, as you know, the economy was in process of recovery, but there 
was still a great deal of slack present, so a reversion to easier credit condi- 
tions was appropriate once the international situation had been solved. 

The present tightness of credit conditions, if I may use that expression, is of 
quite a different character. It is not basically related to our international 
position but is related to our domestic position. It is basically intended to limit, 
to affect the decisions of corporations and individuals as regards their spending 
plans. It is intended to limit the amount of spending that is going on in the 
economy because of the view that spending has been increasing at a rate which 
is in excess of the ability of our economy to provide goods at relatively stable 
prices. 


Co-Chairman Senator CROLL: But orginally in 1962 you knew the problem 
and how to remedy it, once you were permitted to apply whatever had to be 
done. You knew you could remedy that situation if you were allowed to do 
certain things over a period of some time. That is correct, is it not? 


Mr. RASMINSKY: It was a more readily definable problem than we. have 
now, yes. 


Co-Chairman Senator CROLL: At that moment you had some target in rnin 
that, given authority, you would be able to correct the situation in say two, 
three or four months, that is, in 1962? 


Mr. Rasminsky: I do not know that I had a specific time target in mind. I 
wanted to correct it as soon as possible, yes. 

Co-Chairman Senator CrouL: Now we are in a somewhat different position, 
of course. All the parties have been going around and saying to the people, “We 
have never had it so good.’”’ Now you people come along and say, ‘“‘You have to 
live with prosperity and you haven’t done so.” \ 


Mr. RASMINSKyY: No, we say, “You have been doing very well, and we want 
you to continue to do so well! i 


Co-Chairman Senator CROLL: But you say, “You haven’t learned to fe 
with prosperity.” 


Mr. RASMINSKyY: I say, ““We have not.” 


Co-Chairman Senator CrotL: Having in mind whatever remedial action 
you have taken to correct the situation—and I think you indicated to Mr. Scott 
that it was not anything of a new concern because you had referred to it in 
your report a year ago—can we with some certainty anticipate the easing of 
credit for business or other purposes; or is the situation still a matter of such 
aaa concern that we can do nothing about it for the moment? 

RASMINSKY: I do not think there is any easy answer to this’ Mr. 
Ane As I have indicated in reply to an earlier question, I think monetary. 
policy has been pushed about as far as in all the circumstances was appropri- 
ate. However, as to forecasting what credit conditions are going to be like three 
or six months from now that really depends so much on other things that have 
not happened as yet, on how the economy develops, on what decisions are 
taken regarding fiscal policy, for example, Government expenditure policy, as to 
what happens on the wage side, so I simply have no way of holding out the sort 
of assurances that you are inviting me to hold out. 

Senator O’LEARY (Antigonish-Guysborough): My question is supplemen- 
tary to Senator Croll’s question. Although I realize the direct relationship of the 
monetary policy in 1962, what was the yield on conventional mortgage loans at. 
the end of 1962? We NU et what it is today. 
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Mr. RASMINSKy: In Canada? 
Senator O’LEARY (Antigonish-Guysborough): Yes. 
Co-Chairman Mr. BASForD: The answer will be forthcoming in a minute. 


Mr. RASMINSKY: Mr. Chairman, having taken time for a moment of 
reflection, I would like to add to what I said to Senator Croll. I think interest 
rates and credit conditions are very high, and I shall be very pleased indeed if 
the economic situation, including Government policies, develop along lines that 
make it unnecessary to continue the present level of interest rates. I have been 
very encouraged at the indications of growing support for the view that the 
burden on monetary policy of trying to control the present situation and to 
prevent it from degenerating into something which is bad for all of us has been 
very great, with the hope implied that there may be a different mixture of 
policies or a different development in the situation that makes it unnecessary 
to continue with credit policies which are as restrictive as are the present 
policies. 

Co-Chairman Senator CROLL: Even in fiscal policy there are limitations? 

Mr. RASMINSKyY: That is right. 


Co-Chairman Senator CROLL: You say the Government should reduce 
expenditures, and the Government makes a move to reduce expenditures; but 
the biggest spender is municipal and there is nothing you can do but make a 
prayer, hoping that perhaps they may not have the money. 

The other matter is a matter of taxation, and you know the reluctance of 
the provincial government and the dominion Government to impose further 
taxation. I am not so sure as to how much further we can go or where you can 
go to do these things which you contemplate might do some good. 


Mr. RASMINSKY: One is concerned here with the very subject matter of 
your committee. As I understand it the reason you are having these hearings is 
that there is a widespread, and I think quite proper, concern in the country at 
the increase in the cost of living. 


Co-Chairman Senator CroLL: Sure there is concern, but everybody coming 
before us pleads not guilty, and we are having a hard time to find just where 
the difficulties are. 


Mr. RASMINSKyY: That is what I have been trying to help you to do. 
Co-Chairman Mr. BASForpD: Senator O’Leary had a question. 


Mr. RASMINSKY: The answer to Senator O’Leary’s question is that at the 
end of 1962 the prime residential conventional mortgage rate was 7 per cent. 


Co-Chairman Mr. BASForp: Mr. Urie? 


Mr. UrtE: Thank you, Mr. Chairman. My questions have all been asked and 
answered. 


Co-Chairman Mr. Basrorp: I apologize, but I have a few questions. It 
seems to me there is a great body of economic opinion in the country that is 
predicting in the next few months or eight months deflationary pressures in the 
economy. Is that your view or are we going to have to continue fighting 
inflation? 

Mr. RAsMINSKy: I do not feel that I have to choose between those two 
views. I know that there is some view that we may be going into a recession. 
This view is based, I think, primarily on the fact that the second quarter G.N.P. 
figures were a good deal less strong than the first quarter G.N.P. figures. The 
first thing I would want to say about that is that the first quarter G.N.P. 
growth was completely unsustainable. The G.N.P. increased in the first quarter 
at 4.4 per cent in dollar terms. That is at an annual rate of over 16 per cent. 
Quite obviously, there just was not room in the economy to accommodate a con- 
tinued increase in demand at that rate. So the shift to a lower rate of increase in the 
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second quarter was a shift in the direction of a more sustainable position than 
would have been the situation if the first quarter rate had been maintained. 

Secondly, it seems to me that in looking at this comparison between the 
first quarter and the second quarter, one must have regard to some special 
features in the situation that affect the comparison. 

One of those features is a pretty technical matter that I hesitate to mention. 
When the economy is operating full out, right up against the limit of its 
resources, as we seemed to be doing in the first quarter of the year, then the 
chances of a seasonal upturn of a type that you would normally get in the 
spring, after the winter, just are not present. There is not the capacity to 
expand further and for this reason, when you apply your normal seasonal 
corrections to some of the figures for the second quarter that are being used as 
indicators of an impending recession, you may get a fiat line or even a decline, 
because things were so high in the first quarter. 

In addition to that, I think there was a certain amount of borrowing of 
expenditure from the second quarter into the first quarter on account of the 
incidence of the Ontario sales tax. I think there was quite an amount of 
expenditures that would ordinarily have been made in the second quarter of the 
year, which were made in the first quarter. 

Of course, some of the recent monthly indicators have been very much 
affected by strikes, work stoppages, in various industries. 

Even when one allows for these special factors, one would have to say that 
the real underlying pressure of demand was less in the second quarter than it 
was in the first quarter, but it would have to be less if it were to be sustained. 

If one wants to form a view on the future, one would certainly have to take 
account of the situation in the United States. There, as I indicated in my paper, 
the Viet Nam expenditures have been very important and on the face of it they 
now seem to be increasing more rapidly. 

I think that, particularly after an expansion which has lasted as long as this 
one, one has to be constantly alert. The longer the expansion has gone on, the 
more one keeps one’s fingers crossed about it, the more alert one wants to be 
about the possibility of it coming to an end. I think one should keep an open 
mind, but I do not think the evidence of the type that you referred to is 
conclusive at all. 


Co-Chairman Mr. BasrorD: Mr. Bryce said to us the other day that not 
until the late thirties, and not until after the war did we take remedial steps. 
We thought the business cycle was something we just lived with—periods of 
high activity and low activity. Not until after the war did we really consciously 
try to avoid that. I take it that the Bank of Canada now is endeavouring to 
avoid any decreasing of the business cycle or levelling off of the business cycle? 


Mr. RaAsmiInsKy: Our policy basically is directed towards the same objec- 
tives as we conceive to be the objectives of public policy generally. Our policy 
is directed towards trying, within our own sphere of influence, to provide 
conditions that will be conducive to sustained economic growth, combined with 
a reasonable degree of price stability. 

Co-Chairman Mr. BASForD: We have heard a good deal from the United 
States about presidential guidelines on wages and prices and profits, and the 
same has been recommended to this committee. I am wondering whether you 
would be prepared to express a view. Professor Neufeld particularly was very 
strong on a system of Canadian guidelines. 

Mr. Rasminsky: I understand this is going to be the subject of a special 
report of the Economic Council, Mr. Chairman, and I would prefer to wait to 
see what the Economic Council has to say about it. ) 

Co-Chairman Mr. BasrorD: In answer to some questions by Mr. 
McCutcheon, about more money chasing fewer goods, and in relation to the - 
money supply, if prices go up and there are inflationary pressures in the 
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economy, is there a tendency with people to take their money out of long-term 
Savings, because of those inflationary pressures, and spend it, and therefore 
create a situation in which more money is chasing fewer goods? 

Mr. RASMINSKY: That would represent a very advanced stage of inflation. I 
do not think that we are near that position, Mr. Basford, and I certainly hope 
that our policy will be directed towards keeping us from getting anywhere near 
that position. 

Co-Chairman Mr. BASForp: Do you think that that represents a so-called 
panic situation? 

Mr. RASMINSKy: Yes, I do. 

' Mr. Marcel JoyaL: Mr. Rasminsky, I take it that you will use a number of 
indicators or criteria before you will indicate what your monetary policy will 
be. 

Mr. RASMINSKy: Yes, sir. 
| Mr. Joyau: These have nothing to do with money supply or money 
demand? 

Mr. RASMINSKY: Perhaps you would complete your question. 


Mr. JoYAL: First of all, you gave us a very, very high rate of increase in the 
G.N.P. for the first quarter. 


Mr. RASMINSKy: Yes. 


Mr. JoYAL: And a general softening in the second quarter. Have you any 
figures for the third quarter? 


. , Mr. Rasminsky: Unfortunately, those figures are unavailable for Canada. 
For the United States, however, recently there have been at least unofficial 
accounts of what their third quarter G.N.P. is, and the United States, inciden- 
tally, had a softening in the second quarter similar to the one we had. Their 
G.N.P. went up by $17,000,000,000 in the first quarter, by $11,000,000,000 in the 
second quarter, and, according to this unofficial account, it went up by $13,- 
000,000,000 in the third quarter. I am not sure that our own performance will 
be of the same character. 

Mr. JOYAL: Thank you very much. 


Co-Chairman Mr. Basrorp: There being no further questions, I would, on 
behalf of the Committee, thank you, Mr. Rasminsky, for yourself and for your 
Deputy Governor and your two Advisors, for coming here today and giving this 
very useful statement on general monetary policy. 

I do apologize that it has been somewhat long and wearisome. You might 
put it down to something of a dry-run for your soon to be appearance before 
the Banking Committee. Thank you very much, sir. 

We meet again at 3.00 o’clock this afternoon to hear Mr. A. D. Holmes, 
Director, Prices Division, Dominion Bureau of Statistics, who will be discussing 
the Consumer Price Index, how it is made up, what is in it and what has 
happened to it. 


The Committee adjourned until 3.00 p.m. 


—Upon resuming at 3 p.m. 
Co-Chairman Mr, Basrorp: The committee will please come to order. 
This afternoon, gentlemen, we have as our witnesses Mr. A. D. Holmes, 


Director, Prices Division, Dominion Bureau of Statistics, and Mr. Grove A. Lane 


to give us an analysis of the consumer price index. Mr. Holmes’ statement has 
been distributed, so I will now call upon him. 
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Mr. A. D. Holmes, Director, Prices Division, Dominion Bureau of Statistics: Mr. 
Chairman and members of the committee, we have a prepared statement 
which none of you has seen in advance. With your permission I propose to read 
this as being the most effective way of telling you about the consumer price 
index. 

The Consumer Price Index for Canada measures from month to month the 
effect of changing prices on the costs of purchasing a specified basket of 
consumer goods and services. A detailed description of the index including the 
methods of constructing it with its interpretation and limitations was published 
in March 1961 by D.B.S. in a report entitled The Consumer Price Index for 
Canada (1949=100), Revision Based on 1957 Expenditures, Catalogue Number 
62-518. It is not the intention in this presentation to repeat the detail of the 
cited publication. Rather, we propose to answer three basic questions about the 
index which, in our experience, are uppermost in the minds of users and which 
provide a basic understanding of the index and its behaviour. We also propose 
to describe the movements of the index during the past four or five years, with 
particular reference to major commodity and service groups comprising the 
index and the detail of price movement within the food index. Diagrams and 
charts are provided as aids for these purposes, and you have before you a set of 
these charts. 

(See Appendix “8’’) 


The three basic questions about the index are: 
(1) What is it? 

(2) What is the composition of it? 

(3) What does it do? 


The Consumer Price Index is a measurement of changing retail prices of 
selected goods and services of specified quality and quantity over time. The 
goods and services included in the measurement are those purchased by urban 
families living in Canadian cities of over 30,000 population, which comprised a 
market “basket” in 1957. Each commodity or service in this basket is priced 
from month to month and the current price is expressed as a percentage of the 
price in a selected reference year. In Canada, 1949 was picked for this purpose. 


These percentages, or price relatives, are added together in a way that 
reflects the relative importance of each item in some base period. Beginning in 
1961, the time of the last revision, the index has been based on the urban family 
expenditure pattern of 1957. Prior to 1961, the expenditure pattern of 1947-48 
served as a basis for pooling the percentages. 

When reference is made to the Consumer Price Index, people have in mind 
either one of the two ways that D.B.S. publishes official retail price indexes. The 
first, and most important, is the Canada Index released monthly under the title 
Price Movements. This gives an index figure for all consumer items for 
Canada—in September it was 145.1—as well as figures for the seven compo- 
nents. 

The second reference relates to indexes for regional cities, released about 
the 13th of the month following pricing, in the D.B.S. Daily Bulletin. These 
index figures relate to what we call “regional cities” including St. John’s, 
Halifax, Saint John, Montreal, Ottawa, Toronto, Winnipeg, Regina-Saskatoon, 
Calgary-Edmonton and Vancouver. For purposes of this paper we shall simply 
recognize the existence of city indexes and shall concentrate on the Consumer 
Price Index for Canada. 

At this point, we draw your attention to the pie charts to understand more 
fully the grouping of items in the index. 

If I may depart from the prepared text at this stage, looking at the large 
circle or pie in the first chart you will notice in the upper left-hand corner that 


368 JOINT COMMITTEE 


food comprises 26.7 per cent of the content in the index. In the upper right- 
hand corner you will see that housing comprises 32.2 per cent and together 
with the other items these comprise what we call the seven major components of 
the index. Down below you will notice a wedge marked “Transportation” which 
in the upper circle is valued at 12 per cent. The components of transportation 
are marked as travel, local transportation, and automobile operation, each with 
its respective value making this total of 12 per cent. Similarly, there are wedges 
shown for Recreation and Reading, and for Tobacco and Alcohol. In the second 
chart the sub-components of the other major components are also shown. 

What is the composition of the Consumer Price Index? The Consumer Price 
Index begins with an urban family expenditure survey. Families who meet 
certain qualifying characteristics are interviewed for the purpose of recording 
the way in which they spend their incomes. They are referred to as the “target” 
group. 

Three characteristics were used in 1957 to identify a sample of about 2,000 
families that were included in the target group, and this sample is used to 
represent the target group. 


(1) They lived in urban centres of 30,000 or more population. 

(2) The families ranged in size from two adults to two adults with four 
children. 

(3) The families had annual incomes between $2,500 and $7,000 in 1957. 


We often refer to this target group as the average-size, average-income 
group. 

The results tabulated from the 1957 Family Expenditure Survey provided a 
framework for the index. All the commodities and services purchased by this 
target group, which could be priced, were included in the basket. We made no 
judgments about necessities and luxuries. We did not delete anything from any 
moral point of view. If the target group bought it and we could price it, we 
included it. However, as a practical matter, it would not be possible within the 
resources available to price every individual item for which expenditure has 
been reported. Indeed, it is not essential to do so. Thus, price movements of 
numerous minor items are represented by those prices for other closely related 
and more important items. Their effect, therefore, is taken into account. This is 
the well known technique of using a sample to represent the larger group. 

Currently we price about 300 different goods and services throughout 
major urban cities in Canada for the Consumer Price Index. To price these 
items, about 460 specifications have been established. The purpose of these 
detailed specifications is to price representative qualities in the quantities that 
would be purchased by the “target” group. 

Reference to “quality” of items being priced should be emphasized at this 
point. The content of the basket remains given or fixed until a major revision is 
made based upon an up-to-date family expenditure survey. However, as 
manufacturing firms tend to utilize available know-how, they continuously 
change the quality or characteristics of a particular product offered for sale. 
Frequently we find quality degradation or deterioration as well as quality 
improvement of a given line or style from year to year. We attempt to make the 
best judgment evaluation, drawing on the knowledge of technical experts in the 
particular industry plus our independent assessment. Hence, the quality of an 
item being priced is under our continuous scrutiny because “true” price 
changes may be camouflaged by variation in quality through time. 

To continue our brief description of the more significant features of price 
collecting, a carefully selected judgment sample of outlets—firms or stores, if 
you will—selling goods and /or services has been taken in 33 cities. Outlets were 
selected, bearing in mind where our target group was most likely to shop. This 
selection is reviewed continuously. The sample also varies from group to group, 
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commodity group or service group. The most notable exceptions are clothing, 
home furnishings and automobiles. For the latter, prices are taken in eight 
cities—that is, for automobiles—while 10 cities are included for clothing and 
home furnishing. These departures from the norm stem from severe budget and 
staff restraints on the pricing program, in conjunction with the difficulty of 
pricing items of this nature through time. 

The number of quotations and pricing frequency for any given item varies, 
depending on its nature, and the weight or relative importance of it in the 
index. For example, an extensive food sample is carried out on a monthly basis, 
encompassing all types of stores. On the other hand, very few newspapers need 
to be contacted to obtain a measure of the price movement in this case. 

Outlets are revisited by trained pricing staff at regularly spaced intervals 
according to their pricing frequency: e.g., food, each month; clothing, each 
month; appliances, quarterly. All outlets are visited in the same sequence; that 
is to say, the stores visited on Thursday of the first week of the month will be 
visited on Thursday of the first week of the month for the next pricing. 

In regard to frequency of pricing, however, the effect is to price items 
monthly. Whenever there is an indication that price movements have occurred, 
or may have taken place, we request a formal or special pricing. 

Pricing begins about the 20th of each month and extends to the 14th of 
the next. Items priced must be regular merchandise—as opposed to those 
manufactured solely for “sale” purposes—and there must be a reasonable 
quantity of the item for sale. The price for any good or service must be the 
price that any member of our target group would have paid to purchase it that 
day. 

When prices have been recorded, the records are forwarded to Ottawa for 
editing in terms of the detailed specification and for tabulation. In computing 
the Canada Index, several steps are involved, and these are outlined in the 
reference paper. Suffice it to recognize that the relative importance of popula- 
tion is taken into account in deriving both the Canada weighting pattern and 
the average prices or average price relatives at the Canada level. 

One other aspect of the construction of the Canada Index that requires 
special note is the treatment of seasonally variable foods. This is a unique 
feature of the Canadian Consumer Price Index and it involves a complex 
calculating procedure. Without delving into details, the essential element in 
calculating the seasonal food basket is to give recognition to the variation in the 
supplies of seasonal foods and also recognition of the fact that consumers 
readily shift their expenditures on individual items but purchase each month an 
equivalent total of seasonal items taken together. Thus, quantity weights were 
calculated for each month and these are used to estimate the contribution of 
price change in each corresponding month. 

What does the Consumer Price Index do? In explaining what the Consumer 
Price Index is intended to do, it has become traditional to determine what it 
does not do, thereby providing a clue as to its intended purpose. This has 
become necessary because, although the Consumer Price Index is one of the best 
known indexes, it is also the most frequently misunderstood and misused. 

Contrary to popular thought, it is not a measure of the cost of living. This 
misconception arose in its early stages when it bore that name. In 1949, the 
name was changed to its present one, but the old misnomer has remained. For 
the Consumer Price Index to be classed as a cost-of-living index, it would have 
to take into account a host of non-price factors which influence living costs, 
such as changes in income taxes, periodic changes in income, changes in size of 
families, and changes in quantities and qualities of commodities which families 
buy as they move from one level of living to another. 

Let us now depart from tradition and attempt to state in positive terms 
what the Consumer Price Index does. It measures changes in the general level 
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of retail prices, albeit for a selected group of the population and the prices that 
are paid by that group. As such, it is an indicator of inflationary—or deflationary 
—tendencies in retail markets. One of the most popular uses of the Consumer 
Price Index along this line is to measure the purchasing power of the consumer 
dollar. An application of this in concrete terms is when wage—or other—con- 
tracts are escalated or negotiated using the Consumer Price Index as a basis for 
the appropriate clauses or in the negotiation argument. 


In summary then, the Consumer Price Index measures movement in retail 
prices of an equivalent basket of consumer goods and services through time. By 
its very nature and design it is a complex economic tool designed to indicate the 
state of health of the economy—one aspect of it. Often it is misunderstood and 
thereby misused. Also, more precision is attributed to the measurement than 
can be justified on either theoretical or practical grounds. Nevertheless, it is a 
relatively sensitive index which has a variety of legitimate uses. 

Mr. Chairman, in our discussion of the behaviour of retail prices in recent 
years we shall use certain charts which, with your permission, Mr. Lane will 
project on the screen and point out the salient features of them, and the 
particular movements that may be of interest to the committee. 

Co-Chairman Mr. BAsrorp: Yes, I think that would be a proper way of 
proceeding. 


Mr. Grove A. Lane, Chief, Retail Prices Section, Dominion Bureau of 
Statistics: I shall follow these in the same sequence as they are in the copies 
that have been handed out. We have already talked about the pie chart, and 
the wedges related thereto. The third chart is entitled “All-items and Main 
Components of the Consumer Price Index’. The significant thing, as is noted on 
page 7 of the text in paragraph 2, is in the movements from about the beginning 
of 1965 through to the current month. I will attempt to point them out here. 
You will notice on these charts these little tails in this period. All are relatively 
sharp upturns. As a matter of fact, if we were to fit a curve on these we would 
see it would fit very nicely. 

In particular, I want to draw your attention to this point beside the solid 
line, which is the “All-items” index, and just below it—this one with the big 
high humps is the movement for the food component. At this point it actually 
crosses the “‘All-items” and rises above it very slightly up here. You can see 
that it is going up, and that it has dropped off in the month of September. 

The next series of charts are bar graphs. I do not think they will show up 
too well on the screen. Notice the dotted line, which is the line drawn through 
the middle and which represents the current level of the index. This is for the 
month of July, the latest month for which our regular publication Prices and 
Prices Indexes has been released. That is the blue publication, which is 
published monthly. The next one will not be out probably for another two 
weeks. 


In the July period this bar chart shows those items which have tended to 
force the index up, and those which have had some offsetting effect. In this 
chart we show only the main groups and the subgroups—not the detailed items. 
On this first page the most important, I think, is the “Home Ownership” bar. 
That is this one right here (point on the chart) in the middle of the page. It has 
exerted the greatest influence, on this page. 

The second page of this chart, which is the one I am projecting now, you 
can see that “Local Transportation” has almost gone to the outside edge of the 
page. Another one that has been very important is the “Services” component, 
and just above it is your “Prepaid Medical Care’’. 
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Co-Chairman Senator CroLu: What is contained in ‘Services’? Can you 
explain some of these? “Local Transportation” we can understand, but— 

Mr. LANE: Here I refer you back to the pie chart which brings out some of 
the more detailed things, but in the “Service” component of “Housing,” for 
example, we include such things as telephones, electricity and heat. In the 
“Services” are included such things as dry cleaning service, hair cuts, and 
hairdressing; that type of thing. 

Co-Chairman Senator CROLL: “Local Transportation” is just streetcar— 

Mr. LANE: Streetcars, buses and taxis. Doctors are noted as a separate 
subgroup, as you will notice under “Health and Personal Care’’. 

Mr. SmitH: Where is hospital care? 

Mr. LANE: That comes under ‘‘Prepaid Medical Care’. Of course, when the 
hospital services plan was put on a national basis it was deleted from the index, 
because it is no longer priced as a separate item. It is supported through the 
taxes that are generally assessed under the Income Tax Act and other forms of 
taxation. 

Mr. SMITH: What about the part of it that includes the premiums we pay? 

Mr. LANE: We do not include it because it sort of affects the group as a 
whole rather than having separate or individual geographic area effects. It 
affects the nation as a whole, and the part you pay is only a part of the total 
cost. This is not a cost-of-living index. This is a consumer prices index. This is 
the point we tried to emphasize in the text. 

Co-Chairman Senator CRoLL: Mr. Lane, originally we thought that our 
trouble was twofold—food and services. Now, your services show quite an 
increase and, of course, transportation was part of the services, but do the food 
products that you have include the basket? 

Mr. LanE: Iam sorry, I did not quite— 

Co-Chairman Senator CROLL: Do they include the food basket? 

Mr. LANE: The food includes the food basket, yes. If you refer to the 
wedges on the second page you will see it denotes the things that are included. 
There are seasonal items, restaurant meals, dairy products, cereal products, and 
miscellaneous groceries. We will be coming to examples of the seasonal items in 
the next chart. 

Co-Chairman Senator CROLL: Go ahead. 

Mr. LANE: Perhaps I can show that. 

Mr. McCutcHEon: I wonder if I could refer to that first block chart first? 

Mr. LANE: Yes. 

Mr. McCutrcHEoN: There are two items there that appear to be under 100. 
Is this correct? Am I reading this correctly in saying that “Appliances” and 
“Eggs” are under 100? 

Mr. LANE: Yes. This is relative to the base, as it says, of 1949 equalling 100. 
Relative to 1949 eggs stood at roughly 90 per cent and appliances stood at 
roughly 80 per cent. 

The next chart refers to the food index which the Co-chairman, Senator 
Croll, has just raised. Again here I would just like to point out that we have 
shown the major grouping. ‘Total Meats, Fish and Poultry” is the broken line 
with the long dashes, and that is the one that is in this position along here 
(pointing to the chart). It starts at around 128 at January of 1963, and rises to 
143 as of September. 

The second group is “Vegetables” which is quite volatile, and is shown by 
the short broken line beginning at about 138. It rises together with the “Total 
Fruit” group, but then departs and does not rise quite as much as fruits, and 
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shows quite violent seasonal fluctuations, reaching a peak in 1965 of nearly 200. 
Again, this is basis 1949 equals 100. 


Then the third group, “Fruit” which I have already mentioned, tends to lie 
at the top of the chart for 1963-64, and then drops down below vegetables, and 
ends up at about 155 in the month of September. 


The next group, “Total fats and oils’ down at the bottom of the chart, 
begins at about 94 and rises to about 108. 


The last one to be denoted on this chart is the dotted line (Dairy Products) 
running along just above the solid line, the “Total Food Index”’. 

The total food index is precisely the same line as the one we saw on the 
previous chart labelled “Food’’. If you will recall, in that chart that line crossed 
over the “All-items Index” in about January, 1966. That is at about the point I 
am indicating, which sort of positions it relative to the “All-items Index” so far 
as this chart is concerned. 

Again may I draw to your attention the points of inflection. I will attempt 
an experiment by placing the ruler on, for example, meats. During this period, 
(January, 1963 to April, 1965), the ruler lies about level at 120 to about 
April 1965. Then you see what happens—prices rise very rapidly from that 
point on. 

I should remark, for those who are not familiar with graphs, that this 
graph is drawn on a semi-log basis, which means that you can read the slopes at 
any position anywhere on the chart directly; they are comparable. This is not 
true with ordinary graph paper. 


Another point with respect to this chart is that the “Total Vegetables” tend 
to increase throughout the whole period. They have a steady rising slope. In 
contrast, ‘‘Fruit”’ tends to be flat, even slightly declining, although I am inclined 
to think flat, with no tendencies upward or downward, but, if anything, slightly 
downward, though not particularly meaningful. 


On the other hand, the “Fats and Oils” again show this characteristic 
upturn in the last year to a year and a half, as was true for meats. 


The next two charts look at some of these individual items at the time 
(1964 to date) of these group movements. 


First, let me take the one dealing with meat, which I think is the sequence 
of your charts. 


I think the most impressive thing in this chart is the way in which bacon 
has behaved. Bacon began at below 110 in the beginning of 1964 and shot up to 
practically the top of the chart in the current period, and you can see that 
beginning at about April it began to rise, and in the two month period rose 
from approximately, let us say, 115 up to about 155. 


There was also a relatively sharp rise in pork rib chops, which rose from 
approximately 127 and actually went right up to the top of the chart in March 
and April of this current year, 1966, then dropped back down to around 146 in 
about April, and then gradually began to creep up again. In September it stood 
at approximately 162. , 

The solid line which runs from approximately 140 represents sirloin steak, 
and it has tended to stay on top of the heap, and at this point (indicating 
August, 1966) went up to about 173, then dropped back down in September to 
just below 170. 


I might also draw your attention to both the low priced beef cuts and the 
high priced beef cuts. These are sirloin representing the high priced beef cuts 
and the low priced beef cuts, such as blade roast and hamburg, which have 
tended to exhibit the same kind of movement. You can see this in the parallel 
movement (pointing to the chart on the screen)—hamburg being represented 
by my thumb, and the high priced steak by my index finger. So there is no 
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evidence here to suggest that the higher priced cuts were preferred, and 
therefore no greater demand pressure than for the low priced cuts. But this was 
not true for bacon. 


Senator DESCHATELETS: Why do you say it is not true of bacon? 


Mr. Lane: Bacon rose from a relatively low level to almost the top of 
heap. It did not move parallel with beef at all. Nor did pork rib chops, which 
tended to shift upward, too, and re-position itself in the chart. 


Co-Chairman Senator CROLL: When these reports came in so startlingly, did 
you ever question them and say, “Are you fellows right, or were you drinking 
that day?” 


Mr. LANE: Yes. As a matter of fact, in the paper we did touch this matter 
very lightly. We send trained people, and not only do we spend a good deal of 
our time training our pricing agents, but we also run a “quality check.” 
Unknown to the pricing agents we will enter a store and price some time after 
them on the same day. Then we will compare the presumably more expert 
person, pricing after them, and if there are any differences they have to be able 
to reconcile these differences. If they cannot, and there are too many errors of 
this character, then we discharge that enumerator and find a replacement. We 
do run a quality check on these people in order to have a constant control on 
the quality of their performance. I might add that this no easy task, because we 
are pricing in 33 cities. 

The next chart relates mainly to vegetables, and we included it in the 
group to illustrate a rather sharp contrast in the movement of vegetables 
compared to meat items. Although in the case of vegetables, as is also true with 
fruit, there is a very marked seasonal movement which is clearly illustrated by 
these great big peaks in the middle of the year for potatoes and turnips and 
carrots, which usually does precede the fall harvest. However, overall, the trend 
has been very, very modest, almost absent. There was a slight trend for 
potatoes, turnips and carrots but virtually no trend whatsoever for tomatoes, 
lettuce and celery. I may say that when we picked these we took them because 
they showed the greatest variability and the greatest interest. This directly 
contrasts with the meat group, which shows that marked up-trend. 


The next two charts are bar charts. These are part of our current regular 
publication, released for the month of April. In the first case we had a release 
showing the comparison of the change from April 1964 to April 1965. In the 
second one it is from April 1965 to April 1966. I did not realize initially two 
things; (1) that the scales were different between the two charts and, (2), that 
the order of commodities varied. We tried an experiment, to superimpose the 
1964-65 movement on the 1965-66 movement. That is what we have tried to 
show on this chart. (The chart was projected on the screen and the sequence of 
items follows the bar graph for 1965-66). 


I apologize to those in the back as it may be difficult to read but if members 
have trouble they may move closer. The dark or black areas represent the 
1964-65 changes for the corresponding items. The thing which is most impres- 
sive is the case of meats. You will remember that we talked about meats 
showing a very marked up-trend. This refiects it again at the individual item 
level. The first one, sirloin steak, in the year 1964-65 the change was about 1 to 
1 1/2 per cent; whereas in 1965-66 it is something in the order of 17 per cent. 
For round steak there was actually a decrease in 1964-65, compared to about a 
15 per cent increase (in 1965-66). 


As you move down, you look at rib chops and see that in 1964-65 it 
increased about 7 per cent, whereas in 1965-66 it was close to 20 per cent. 


The same is true for all the subsequent pork cuts, e.g., pork shoulder roast, 
where the change is even more impressive. Similarly for bacon, you will recall 
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that bacon moved from near the bottom of the chart (reference to line graph) to 
near the top of the chart. This again reflects it—over a 20 per cent increase in 
price. 

If you look at chicken, it also showed some increase in the period. 

When we get to oranges and apples, in 1964-65 they actually showed some 
increase in prices, whereas in 1965-66 they showed decreases. That is, the price 
in April 1966 was approximately 12 per cent lower for oranges than it was in 
April of 1965. 

Towards the bottom of the chart (first page), when we look at canned 
pears and peaches, these things showed rather marked increases in the recent 
year, compared to their movement a year earlier. 

Sugar dces not show up too well on the chart. You will recall that sugar 
prices were very high in 1964. In April 1965 they were away below, something 
in the order of 35 per cent; whereas from April 1965 to April 1966 the decrease 
was very, very small, something in the order of about 3 per cent. 

The second part (page 2) of this chart covers some of the other commodi- 
ties. Ane of those to which I would draw your attention is right at the 
top—potatoes, which went right to the outer margin. That is, in 1964-65 
potatoes increased markedly in price, whereas in 1965-66 they actually de- 
creased something in the order of about 12 per cent. 

Onions and fresh tomatoes showed similar relationship, not quite as 
impressive (reference to magnitude of changes). 

Carrots, turnips and cabbage showed some increase in April 1964-65 and 
showed greater increases from April 1965-66. 

However, the intermediate items did not change very much and exert very 
little influence on the index in one direction or the other, until you get down to 
eggs. Here, we see that in April 1966 eggs were nearly 30 per cent higher than 
they were in April 1965. Whereas April 1965 compared to April 1964, they were 
practically the same, or, in other words, this little black line is very tiny. 

Other miscellaneous commodities showed very little influence on the index. 

Co-Chairman Senator CROLL: Do you give detergent and baby food here? 
Would not they be part of the basket? 

Mr. LANE: Yes, they are part of the basket. We did not pick those particular 
items out. I am sorry, yes we did. We have infants’ food on this page (second 
page—14th bar from the top). It is right there (pointing of the screen). In April 
1966 infants’ food was about 10 per cent higher than it was in April 1965. In 
contrast, April 1965 was about 4 per cent below the price in April 1964. 

Co-Chairman Senator CROLL: You said 10 per cent higher. What would that 
mean on your index, in numbers? 

Mr. LANE: I cannot tell you that without going into very detailed calcula- 
tions. As to infants’ food, I can tell you in a minute what the weight of it is. 
Infants’ food has a weight of .3, that is, three one-thousandths of an index point. 

Co-Chairman Senator CROLL: Infants’ food in figures provided by you 
indicated the index in 1965 at 138.2 and in August 1966 at 155.4. 

Mr. LANE: That is in August of this year, 1966? 

Co-Chairman Senator CrRoLL: What does that mean in percentage to me? 
Can you relate it? 


Mr. LANE: That change would get a weight in the total index of .3. It would 
not exert very much influence, not in the aggregate, that is, in the total. 


Co-Chairman Senator CROLL: On the total index? 
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Mr. LANE: Out of the total for food, food gets 26.7 per cent of the total 
weight. This represents, therefore, 3/267ths, pretty tiny even for food. Point 3 
really means three one-thousandths of the total. 

Co-Chairman Senator CROLL: What would it mean in dollars and cents, 
roughly? 

Mr. LANE: You see, this is the difficulty of looking at a “relative”, when you 
get a movement such as 138 to 155. 

Co-Chairman Senator CROLL: Yes. 


Mr. LANE: Supposing that the price for a jar of infants’ food was 12¢ and 
then went up to 15¢. 

Co-Chairman Senator CROLL: Yes? 

Mr. LANE: That is 3/12 or a 25 per cent increase. 

Co-Chairman Senator CROLL: Yes. 

Mr. LANE: A 25 per cent increase would move the “relative’’, if you start 
from 138, up to more than 155. 

Co-Chairman Senator CROLL: A 25 per cent increase would move it up to 
more than 155? 

Mr. LANE: It would put the relative up to about 170 something, nearly to 
180. So a movement from 138 to 155 might mean something in the order of 
2¢ on a unit. 

Co-Chairman Senator CROLL: I see, yes. 

Mr. LANE: I am not sure what infants’ food is selling for today in the store, 
but it would be something in the order of 12 or 15¢. 

Dr. JAMES: They’re selling 2 for 39¢. 

Mr. Lane: Is that for the large or for the small jar? 

Dr. JAMES: That is the standard baby food jar. 

Mr. CLANcy: What does this include? Does it include special preparations 
like S.M.A. and so on? 

Mr. LANE: We do not price special preparations. 

Senator O’LEARY: As for soap and detergents. as Senator Croll mentioned, 
the only place they would be covered is in the second chart under housing 
supplies. Is that right? Do you call those housing supplies? 

Mr. LANE: Yes, that is where they would show up. They come into the 
household supplies. They come under supplies, and soap flakes get a weight of 
.1, that is one one-thousandth, and detergents, which have become much more 
important, get a weight of .4 in the Canada Index, which is four one-thou- 
sandths. 

Mr. McCutcueon: Might I just ask this: we are after the culprit that is 
causing the increase in the cost of living, and, if we can refer back to the chart 
which is headed “Consumer Price Indexes Price Movements for Total Food 
Index and Selected Components”, by process of elimination the black line that 
you have described is the total foods which have gone up. 

Co-Chairman Senator CROLL: Wait a minute. I am not on your chart. What 
chart are you referring to? 

Mr. LANE: Is this the chart to which you referred, Mr. McCutcheon, 
Consumer Price Indexes Price Movements for Total Food Index and Selected 
Components? (Placing the chart on the screen). 

Mr. McCutTcHEON: Yes, that is the one. Now, there is a black line which you 
described as the composite of the total foods. Would it be a fair assumption for 
our Committee to make that since the total of meat, fish and poultry, fats and 
oils, including butter, are well below the mean that we could exclude them from 
our search for the guilty product? 
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Mr. LANE: I would say no, because you must remember that at the top of 
this chart it says that the basis is 1949 equals 100. This establishes the level in 
the chart, and the fact that “fats and oils, including butter,” lie below the 100 
line means only that that is where it is positioned relative to 1949 equals 100. 
But the fact that they have moved up, that upward movement (pointing to 1965 
and 1966), has helped to contribute to the upward movement in the total food 
index. 

Mr. McCutcHEoNn: This is true, but at no place has it crossed the heavy line. 


Mr. LANE: But, if you look at the slopes, if I may lay my ruler on the 
chart,—and this is why I mentioned the slope earlier in my remarks—if you 
lay the ruler on there (Fats and oils—1965 and 1966), that is approximately 
the slope for that one, and it is a steeper slope than the slope for this (pointing 
tos, “Fotad. Booed’). 

Mr. URE: It has been increasing at a faster rate. 

Mr. LANE: That means that that has been increasing at a faster rate, that is 
correct. The same is true for meat. Remember that I said, in this period 
(pointing to 1963-64), it was almost flat, but in this period (pointing to 
1965-66), look at the slope. It is very, very steep. 

Co-Chairman Senator CROLL: We were told yesterday that the stability of 
butter was outstanding, really something we could be proud of because the 
Government had taken a hand in it, and there had been stability in that 
product. 

Mr. Urie: That chart includes fats and oils which may have gone up more 
quickly than butter. Is that correct? 

Mr. LANE: This is correct, but, when they removed the subsidy butter took 
quite a jump during this period we are concerned with, which partly contrib- 
utes to this upward movement here (pointing to 1966). 

Senator O’LEARY (Antigonish-Guysborough): There was an increase of 
7¢ a pound. 

Mr. LANE: Yes. 

Co-Chairman Mr. BASForD: Go ahead, Mr. Lane. 

Mr. LANE: Well, does that answer your question, Mr. McCutcheon? 

Mr. McCutTcHEOon: Hardly. 


Mr. LANE: This is why, if I may refer you back to the main chart, the one 
called “All Items and Main Components,” I mentioned, when we were talking 
about it, that in this period from about mid-1965 to date nearly everyone of 
these main components has a little upward tail. My conclusion from that is that 
all of these things have been contributing to the recent upsurge in the 
Consumer Price Index. 

However, food has moved a little more rapidly than any others. In other 
words, the slope (rate of increase) of the food component, which actually 
crossed the “All Items” has exerted a little stronger influence on the total, the 
CPI, than the other components. However, they have all contributed to the rise. 
They all have those distinctive little tails. 


Mr. SMITH: If the supply became abundant, would food not be more 
sensitive to a decline than housing and rents, for instance? 


Mr. LANE: I think this is the essence of what we tried to picture here in all 
of these charts. Food is very volatile, particularly in seasonal movements. 
However—and here I depart from my expertise as a price measurer and rather 
draw on my general reading as an economist—the thing that has tended to 
press food prices upward has been population growth, predominantly. There is 
really a race between technology and population, and many economists have 
written quite widely on this topic. 
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Mr. Smitu: In other words, we are getting into a short supply of food. 
Mr. LANE: There is pressure on the food supply, yes. 


Co-Chairman Senator CROLL: Our population has not accelerated that 
quickly. It has been going up mildly. There has been nothing unusual about it 
in the last two, three or four years. 

Mr. McCutTcHEONn: Just reading that chart— 


Co-Chairman Mr. Basrorp: Order, please, Mr. McCutcheon. I wonder if you 
would answer Senator Croll’s question? 

Mr. LANE: One of the things that have influenced our Canadian prices has 
been relative short supply of certain food items in the United States, and in this 
respect beef and pork are exported. 

As you know, moreover, we tend to import quite a number of specialized 
fruits and vegetables. Some of the seasonal vegetables are in short supply in the 
winter periods, and a short crop in the United States will cause the prices here 
to go up. I might mention in this connection that in the Consumer Price Index 
we include imports. We include them, if they are on the shelf in the store; if 
they are volume sellers, we include them. We are trying to price the volume 
sellers, and when it comes to imported foods, if they are the volume sellers of 
the day when we are in the stores pricing, we price them. In other words, this 
index includes imports. 


Co-Chairman Mr. BAsFrorD: Now, Mr. McCutcheon. 


Mr. McCutcHEoN: On this same chart, as I read it, food travelled from 1957 - 
nicely below all averages on “All items” until about January 1966, and then it 
seems to have taken an inordinate swing above. Is there any suspicion of 
manipulation at that particular time? 


Mr. LANE: I am not in a position to indicate that I have a suspicion there 
was manipulation, but what I have tried to do or to illustrate with the 
subsequent charts and, in particular, with the one dealing with meat products, 
is that bacon and other pork products exerted a very, very sharp increase from 
about April 1965, which is about the time that you have noted here. Actually 
this would come just about at the bottom of the movement for the food item or 
the food component index (pointing) to October 1965. From that point in it is 
very, very steep, and when we look at the individual items, the thing we see is 
bacon, in particular, but all meat items moving up rather rapidly. I think this 
was mainly, and I underline that word, because bacon was in short supply as 
well as other pork cuts and beef. And this was introduced because of the short 
supply in the United States for the large part. 

Co-Chairman Mr. BasrorD: Senator O’Leary. 

Senator O’LEARY (Antigonish-Guysborough): On page 4 of your text in the 
second last paragraph you stated ‘“‘Whenever there is an indication that price 
movements have occurred, or may have taken place, we request a formal 
pricing.” Just what is the action taken in this formal pricing? 

Mr. Hotmes: Let us take appliances, for example. These we price quarterly. 
We watch the newspapers and we have people in the field as pricing officers. If 
word comes back to us from the field or if we have seen in the newspapers the 
likelihood of change in the price of appliances we will not wait for the next 
quarter. We will introduce a pricing in that month to pick up the possible price 
change when it occurs rather than later when we are doing the regular pricing. 

Senator O’LEaRY (Antigonish-Guysborough): In effect it is not your con- 
cern that there is any abuse here. You would not be reporting to anybody. 


Mr. Houmes: No, we are dealing with “what is” rather than with ‘“‘what 
ought to be”. We are not attempting to investigate whether the price change is 


justified or otherwise. We decided to price appliances quarterly, because the 
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prices of appliances do not change that often. We can spend our money on 
pricing in better ways than by pricing appliances every month. But when our 
field staff are watching these things, although not reporting prices, when they 
become aware that a price change has occurred, we will immediately insert a 
special pricing to catch that when it occurs. There is no thought here that there 
should not be a price change at that time. On the basis of our experience, we 
have only said that prices do not change enough to warrant monthly pricing, so 
we price every quarter. Where we notice price changing more frequently we 
will put on an extra pricing on that particular item. That is the only meaning 
for that sentence. 

Senator O’LEaRY (Antigonish-Guysborough): Then again in the last para- 
graph you say “Items priced must be regular merchandise as opposed to those 
manufactured solely for ‘sale’ purposes—’. In other words you are not 
concerned with loss leaders or weekend specials. Things of that kind you do not 
consider at all? 

Mr. HotmMeEs: If a loss leader is being offered to the public in what we 
consider is a volume that anybody can go in that day and buy it, we would not 
say that this was a specially manufactured loss leader. As long as it meets our 
specification of the item we wish to price, we would price it if it is available in 
volume even though it may be sold at a specially reduced price, whether it be a 
loss leader or whatever the merchandiser wishes to call it. But goods that are 
specially manufactured do not meet our specifications in pricing. We are very 
cautious of the change in quality. Perhaps Mr. Lane has a good example of this 
which has occurred in the recent past where we have not priced. 


Mr. Lane: A good example is that of chesterfield suites that are frequently 
in some of the larger department stores, which run a weekend special. They will 
clear out their total line of “regular” merchandise and bring in these specially 
manufactured chesterfield suites and put them on as a “come-on” to get people 
into the store. These are specially manufactured things which we would not 
price. 

The problem here, I might comment, is not that this merchandise may not 
be good merchandise, but it is substandard in a sense that we cannot compare 
the quality of this merchandise relative to the quality of regular merchandise, 
and quality, of course, is a very critical factor in pricing. If we want to follow 
quality through time, the only way we can do this is to follow regularly 
manufactured lines where we have some assurance that the manufacturing 
firms are putting into it a given level of quality. 


Senator O’LEARy (Antigonish-Guysborough): You are concerned with the 
price offered by the retailer on standard well-known brands. 


Mr. HoLMES: We would take those if they existed on the day we were in 
pricing—we would take the clearance prices. We would not take the price if it 
was simply a special brought in for a particular time. 

Co-Chairman Mr. Basrorp: Senator Carter. 


Senator CARTER: You have a sample group of 2,000 families, and that group 
ranges in income from $2,500 to $7,000. Is that group weighted one way or 
the other towards any particular income bracket? How do you sort these out to 
get a fair sample of each? 


Mr. HoumeEs: We use the labour force survey, and when families have been 
in that survey for a certain time they are rotated out of the labour force survey 
and we pick them up to use for a family expenditure survey. The sample is a 
probability designed sample, but we exclude families with incomes below the 
lower limit of $2,500 and those above the upper limit of $7,000. This is partly a 
screening process in the office, and it is a screening process in the field because 
we do ask families their income in order to classify them. But it is a probability 
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sample—a scientifically designed sample of families. The size of the sample is 
2,000 and we use this to develop what we call the weighting diagram for the 
items in the index, that is the commodities and services we should include and 
the weight we should attach to each. 

Mr. SmitH: Supplementary to that question of Senator Carter, does the 
consumer price index reflect in part an improvement in the general standard of 
living of families within that group? 

Mr. HotmeEs: We do not intend it to do so. In so far as we can control this 
we would not allow the index to reflect an improvement in the standard of 
living of the population group to which it relates—this is the urban population 
of average income and average size. 

Mr. Smiru: Your families are still judged to be living, presumably, at the 
same level they were in 1949? 

Mr. Hotmes: This we hope is the case. This is what, in effect, the fixed 
basket does. To put it another way, the index answers the question: How much 
more or less will it cost now to buy the same basket of goods that was bought 
by a population group in a specified past time? 

Mr. LANE: Not 1949; 1957. 

Mr. HotMEs: Yes, the basket is 1957. 

Senator CARTER: You send out questionnaires? 


Mr. HotMEs: These are interview surveys. We have enumerators going out 
on rather lengthy interviews. 

Senator CARTER: When you get all this data in your central office where it 
is correlated, is a comparison made between one group and another group and 
the price paid by one group and the price paid by another group? 

Mr. Houtmes: The family expenditure survey yields us the value or dollar 
expenditure on the specific items of commodities and services which we have 
listed in about a 30-page questionnaire specifying the items. We get the dollar 
values only and these are used to arrive at expenditure per family among all 
items so we can then derive a total expenditure, and from this calculate the 
percentage of the local expenditure that is reflected by a particular item or 
group of items. 

Senator CARTER: The fact that the person who goes into the $7,000 family 
and asks if the housewife had bought tomatoes that day or bread or whatever it 
is or, take meat—does your survey reflect the better-off person, the $7,000 one, 
may be buying a much better cut of meat than the one in the $2,500 bracket? 

Mr. Hotes: It would, in the sense we are asking for the dollar expendi- 
ture but we are not asking for the value per unit or price they pay. We do not 
ask the quality or price, but we say, “How much did you buy? How many 
dollars did you spend on meat?” This is for detail. For the detail of food we run 
a survey throughout the year relating to small periods of time. It is what we 
call a diary type survey, where the people record day by day what they spend 
for particular items, say, for particular cuts of meat. All we are asking them to 
record is the number of dollars that they have spent for this. 

Senator CARTER: Over what period, that day, or that week? 

Mr. HonMeEs: It could be that day, but if they are doing it that day they 
would accumulate it for the week and we would get the dollars spent for the 
week. 


Mr. Scott (Danforth): Your index is much more limited than most of us 
thought, I gather. In your judgment, would there by any advantage in 
designing an index that would represent the actual cost of living, taking in the 
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Mr. HotmeEs: It would not be a price index. For example, if we include 
income tax, which presumably is a cost to the individual family for which they 
get a return in services of some sort, we could not attach a price to it, and the 
intent of this was to produce a price index and not a cost index. Also if the 
families in the population are gradually enjoying an improving standard of 
living, the cost of that higher standard of living is part of the cost of living. 


Mr. Scott (Danforth): What I was getting at, perhaps unclearly, is that 
what you are really giving us in these figures is the cost of food. 


Mr. HoLMEs: As far as the detail is concerned, but if you look at the chart 
which is the first one following the pie chart with the title, “All items and main 
components of the consumer price index,” the heavy black line that runs 
through the centre of that chart called “All-items” is the consumer price index 
that reflects the movement of prices of everything in the index, which is much 
more than just food. 


Co-Chairman Mr. BASForD: Mr. Smith? 


Mr. SMITH: My question was only supplementary to Senator Carter, thank 
you. 


Mr. JOYAL: You say the weighting diagram is as of 1957? 
Mr. HOLMEs: Yes. 


Mr. JOYAL: This determines the relative weight which any price increase 
will have on the average price index. What do you do in order to arrive at this 
weighting basis, this pie, and do you think it would be time enough now to 
perhaps give us a new weighting? 

Mr. HOLMEs: In arriving at the weighting diagram, which is really the 
proportion or percentage of the total expenditure of our families from the 
survey, the proportion or percentage they spend on each of the items making up 
the total, this derives directly from the expenditure survey. Does that answer 
the first question? 


Mr. JoYAL: I think I know what the weighting is, but the weighting is as of 
1957? 


Mr. HoLMEs: Yes. 


Mr. JoyAu: Do you think there would have been sufficient changes in 
society—for example, I look at the item on clothing which is 11.3 per cent, and 
at the modern trend of wearing less and less clothes, so perhaps today the 
weight to be attached to clothing would have been reduced, I do not know. 


Mr. HOLMES: Our experience in the past has been that the changes in the 
expenditure patterns have not even over long periods resulted in indexes that 
are significantly different. But this does not guarantee that in a future time such 
changes in patterns are not that significant. However, we do have patterns here 
for 1962 having to do with food only, and the distribution of the family food 
dollar on dairy products, for example, in 1957 was 11.9 per cent, whereas in 
1962 it was 11.5, a very small change. On eggs it was 3.5 in 1957 whereas in 
1962 it was 3.0. Dairy products were 10 per cent in 1957 as opposed to 10.3 in 
1962. These are relatively small changes. For them to be significant the price 
movement of all those items in which the relative importance was increasing, 
would all have to be moving in the same direction. Otherwise you would get 
compensating effects. You might have an increased expenditure in one item for 
which price charges were going in one direction and an increased expenditure 
in another item that for which price perhaps is moving the other way. The net 
result gives you an index not much different from the one you have now. 
However, we are conscious of this, and it is our intention to revise the index on 
the basis of the 1962 expenditure survey. There are problems of securing 
staffi—I guess everyone has these problems—which have prevented us from 
doing this so far. 
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Co-Chairman Senator CROLL: You have provided the committee with a 
document called: ‘‘Table 10: Average Retail Prices for Canada, Selected Food 
Items’”’—that is the bread basket, is it not? 

Mr. HoLMEs: This is from our regular publication, yes. 


Co-Chairman Senator CROLL: Anyway, the members of the committee will 
have that today. That gives us the retail prices in Canada. Now, you know our 
purpose. What else can you give us in this form that will be useful to us? Can 
you give us the wholesale prices? 


Mr. HouLMEs: Prices are a difficulty, because we may not be pricing the 
same specification at wholesale as we are pricing at retail. There can be 
differences between wholesale and retail, because they do not relate to the same 
quality of item. What we can do is provide indexes which will show the 
movement—we have shown you this today—of various cuts of meats. We can 
show you an index that combines the meats together. This would measure the 
change in prices paid for meat at retail over the period of years. We can provide 
the selling prices of meats of the meat packing and slaughtering industry. 

Co-Chairman Senator CROLL: Selling prices to the retailer? 

Mr. HOLMES: Yes. 


Co-Chairman Senator CROLL: That is, prices of the packing industry while 
selling to the retailer? 

Mr. HoLMES: Yes. We have an index which we call the selling prices index. 
These are the prices for which the products of industry sell, and one of the 
industries we have is the meat packing industry. 

Co-Chairman Senator CROLL: But, you have other industries too? 

Mr. HotMEs: Yes, we have other industries too. 

Co-Chairman Senator CROLL: That we would be interested in? 

Mr. HotMEs: I am not sure that there is as direct a relationship between 
products of producers and retailers in other industries. 

Co-Chairman Senator CROLL: Well, suppose you leave it to the packing 
industry because we will have them before us next week. 


Mr. HOLMEs: Yes. 

Co-Chairman Senator CROLL: What else can you help us with? 

Mr. HoLtMEsS: We also have indexes which show the movement of prices of 
hogs or steers at basic markets in Toronto and Montreal. 

Co-Chairman Senator CROLL: We got that from the Department of 
Agriculture. 


Mr. HOLMES: Yes. 


Co-Chairman Senator CROLL: They have given us those figures with respect 
to both steers and hogs. 


Mr. HoLMEs: Well, let us follow the meats down, because meat is one of the 
areas which in the last two or three years has shown a more apparent rapid rise 
in price than has been the case in the past. This is evident in the selling prices 
of the meat packing industry. It is also evident in the prices at terminal markets 
for the raw materials, such as hogs and steers, which the packing industry 
uses. It is also evident, I believe, in the prices received by the farmers for 
their hogs and other live animals. 


Co-Chairman Senator CROLL: You can prepare that for us? 


Mr. Hotmes: I have a few charts which are done roughly, but which do 
show the price movement over the same time period are in the same 
direction at the retail level, at the industry level, i.e. at the processor level, 
at the farm level, and at the terminal market level. Now, it is quite clear 
that these have moved in similar directions—I have not converted these 
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figures to a common base, so I cannot say that if there were a 20 per cent rise 
at the retail level you would find a corresponding 20 per cent rise further back. 
It is this sort of thing which we would have to calculate. The rise in the price 
of the live animal to the processing industry is only one of that industry’s 
costs, and we do not have information about the price movements of the other 
elements of costs that enter into the processing industry, for example. Nor do 
we have the figures that relate to all the costs that are faced by the retailer, 
but we do have some. We have indexes indicating the movement of different 
levels for some of the inputs of those industries and the outputs of those 
industries, and for the inputs of the retailer and his outputs, but we do not 
have the complete story. We just have not got a system of price statistics 
which is complete. 


Co-Chairman Senator CROLL: Do the Americans do any better than we do? 


Mr. Houmes: I suspect they have much more detailed information at 
present than we do. I would think they have more than the Canadian system 
has available in some areas, and perhaps less in other areas. I would think in 
respect of food—and perhaps Mr. Lane has an idea on this—that they probably 
have more detailed information about food prices at various levels as it 
moves from the farm than we in Canada do, but I am only making a guess at 
this because I have never examined the full detail of their system. 


Mr. LANE: Mr. Chairman, I might just comment on a comparison between 
Canada and the United States in this respect. Beginning in January, 1964 the 
United States Consumer Price Index was revised to include something just over 
400 items. They had been pricing around 250 whereas we have been pricing 
something in the order of 300, and we continue to price about 300 items. 

This is not a very good indicator, however, of the quality. I was recently in 
the United States, and I found that they were quite interested in many of the 
things that we were doing and the things that we had achieved in terms of our 
pricing program. I would say we would stack up fairly well. 


Co-Chairman Mr. BASForD: Have you those charts that you were mention- 
ing to Senator Croll available? 


Mr. HoumeEs: I have only rough copies of them, and it is not possible to- 
project them onto the screen. These were done in a hurry to give me a rough 
idea. For example, as far as prices received by the farmer for beef cattle are 
concerned, there is really not much of a trend. It is fairly flat. This is true of 
steers at Toronto, and it is true also of western steers at Winnipeg, although the 
Winnipeg steer index was moving up rapidly beginning about the early part of 
1965. 

Now, when we come to beef, fresh or frozen—these are the selling prices of 
the industry termed the meat packing and slaughtering industry—we find that 
there has been this same sort of movement since 1965 consistent with that for 
western steers, and not really inconsistent with that for eastern steers. I myself 
would like to see them put on a comparable base where the actual indexes can 
be looked at and compared. 


Co-Chairman Mr. BASFoRD: May I suggest that you talk to Dr. James after 
the meeting about that, and see what can be produced for us? 

Mr. HoLMEs: There are corresponding movements. This does not tell the 
whole story, but it does tell the story that the raw material used by the 


industry has increased in price over the period in which their selling prices and 
the retailers’ prices have been going up. 


i Co-Chairman Mr. Basrorp: What do you have to do with those charts in 
order to— 


Mr. HOLMES: I would like to put the charts on a comparable base and 
combine them. In some cases we do not have a combined index. For example, I 
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talked here about western steers versus eastern steers, whereas the index that 
we have for the packing industry is a Canada index. 

Co-Chairman Senator CROLL: Supposing you do that, and give it to the 
Chairman. 

Mr. HoLMEs: Yes, these can be forwarded. These tell a little about the 
comparability of movement of the materials used by a processor and the output 
that he has and the retail price of the product which is sold at the retail level. 

Senator DESCHATELETS: My question relates to the question put by Senator 
Croll. If we examine the chart for ‘‘Total Food,” there is no doubt that in recent 
years retail prices have increased on all items of food mentioned. I think we are 
interested in pinpointing the reasons or the responsibility for this. If it is 
possible, I think we should have a chart showing prices at retail, wholesale and 
the producer’s level, for the corresponding years. Then I think we would have 
an idea if the increase took place at all levels, or only at retail. The witness is 
not in a position to supply this information, because he is more or less confined 
to the retail level, but I think we should have such a chart. 

Co-Chairman Mr. BAsrorD: We have already discovered that such a table is 
somewhat hard to come by. We have but one table from the Department of 
Agriculture which shows that on one particular product. I take it that Mr. 
Holmes is going to supply us with what he can. My supplementary question to 
that is, is D.B.S. producing enough different types of indices, or do you feel it 
should be producing more? 

Mr. HouMEs: We have plans for expansion, but as I indicated before, we 
are having difficulty finding staff. I think that is a common complaint. We are 
looking for staff with particular qualifications, such as statisticians, professional 
staff, and have not been able to get these, and so are not able to do the 
development work we would like to do. 

Co-Chairman Mr. BASFoRD: Have you finished, Senator Deschatelets? 

Senator DESCHATELETS: Yes. 


Mr. SALTSMAN: Mr. Chairman, I should like to bring to the committee’s 
attention an article which appeared in the Globe and Mail this morning under 
the heading, ‘Union Greup Surveys 10 Cities on Food Prices.” One of the 
findings was that food in Ottawa was about 8 per cent higher at the retail level 
than in Toronto. I would like to direct this question to the gentlemen before us, 
to ask them if this is something that has shown up in their statistics and 
whether there is some reason for this to be so. If you wish, I can give you the 
article. 


Mr. HotmgEs: I have seen the article. 

Mr. SALTSMAN: I would appreciate your comments on that. 

Mr. HoLtMEs: We are not sure of the technical make-up of the basket. They 
have indicated that they used 26 items of the same specifications that the D.B.S. 
uses. This is a sub-sample, or some sort of a partial coverage involving 26 items. 

Mr. LANE: We have 90. 

Mr. HotMEs: Further, we attached weights to these items relating to their 
relative importance in the expenditure or spending habits of families. It is not 
clear from the newspaper article whether there is any weight attached to the 26 
items and the corresponding prices that the group who produced the index had, 
so it is very difficult to comment; but our own comparison would not indicate 
that Ottawa was anywhere near that much more expensive than Toronto. 


Mr. SALTSMAN: Does it not indicate that there is a difference between a city 
like Ottawa and a city like Toronto in prices? 
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Mr. Hotmes: We do publish in our monthly publication the figures for 
regional cities. For instance Winnipeg equals 100. We find Ottawa runs at 100 in 
relation to Winnipeg, and Toronto running at 99. 

Co-Chairman Senator CROLL: How far down the list is Ottawa? 

Mr. HoLMEs: It is really right in.the middle. 

Co-Chairman Senator CROLL: Ottawa has always been notorious for low 
cost living, because of Civil Service wages, and prices have never been so high 
in Ottawa. 

Mr. HotmeEs: I do not know what the figure is for 1966. 

Mr. LANE: One per cent higher than Toronto. 


Mr. Hotes: It is very difficult to comment on these special studies without 
access to all the technical information as to how it is constructed. 

Mr. SALTSMAN: In this article they have taken specific items according 
to cities. For instance: one pound first grade butter; one dozen grade 
A large eggs; one pound shortening; a ten-pound bag of Ontario potatoes; 
Ontario carrots; No. 1 Canada onions, and so on. They have used their own 
criteria, I presume? 

Mr. HotmeEs: I think they priced in their index, ten pounds of sugar and 
one quart of fresh milk. Without any weighting being done to this, it sounds 
like ten pounds of sugar has the same importance as a quart of fresh milk in 
terms of the price comparison; but it is impossible to tell whether this is so 
from a newspaper article. 

Mr. SALTSMAN: From the way your statistics are gathered, would it in 
terms of purchase price and the standard of living have a different effect 
because of the different weighting methods you are using for high income 
families as against low income families, and therefore perhaps obscure the real 
standard of living of families? 

Mr. HoLMEs: It could tend to obscure this, I really do not know, because we 
do not have an index for the lower income group, and I could not guess at that. 
I think what we would have to do is actually construct an index for the low 
income groups to see what might be the effect of a price change for them in 
relation to the basket they themselves would be buying. Did I understand your 
question correctly? 

Co-Chairman Mr. BAsForD: Except that I think Mr. Saltsman was referring 
to the whole of the index. 

Mr. SALTSMAN: In the sense that perhaps food represents a larger propor- 
tion of spending in the low income family than that of the high income family, 
if the index did not reflect the disadvantage, if there is a disadvantage, to a low 
income family, it might also not reflect the fact that they would be hurt more 
during an inflationary period than would other groups. 

Mr. Houtmgs: If the only difference was that lower income families spend a 
greater proportion of their income on food but were buying the kind of foods 
we are pricing for the consumer price index. In this more recent period when 
food prices have been rising more rapidly than other prices in the index, then a 
greater weight attached to the food component would produce an index which 
would have moved higher than the present index, I think your conclusion would 
be so. It is not clear that the qualities of items that we are pricing are in fact 
the correct items. This is one of our difficulties in extending our index or 
introducing an index for other groups, to determine the specifications of 
clothing, appliances, etcetera, which are bought by the low-income groups. 


Mr. LANE: I might make a comment with regard to the article referred to. 
They indicate they have priced a 10-pound bag of sugar. They also indicate that 
they were pricing according to D.B.S. specifications. I do not want to pick on 
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small items but I think there is an indication that they have departed from our 
specifications. We price a five-pound or seven-pound bag, which is the largest 
volume selling size throughout Canada. They specifically have identified a 
10-pound bag of sugar, so they have not adhered entirely to what they say they 
did. 

Mr. NASSERDEN: How do you arrive at your weighting? What is it based on? 

Mr. HoLMEs: It is based on the results of a survey of a sample of families, 
which determines what families are spending their money on, in a particular 
time period. The present basket is based on a 1957 sample family expenditure 
survey. 

Co-Chairman Mr. BASForD: You spell that out on pages 2 and 3 of your 
statement. 

Mr. URIE: In point of fact, Mr. Holmes, what you are saying is that the 
prices which have been indicated, which refer to a survey in a newspaper, 
might in fact be 8 per cent lower in Toronto. The actual prices for a similar 
article may in fact be 8 per cent lower in Toronto than they are in Ottawa? 

Mr. HoLMEs: That might be. 


Mr. UrIE: You also say, if I understand you correctly, that on the whole 
food budget, giving the broader weight, as you do, the 8 per cent may be 
reduced to a figure of 1 per cent, which it was in 1965. 


Mr. HotmEs: It would appear to be so from the calculations we have made. 


Mr. Urte: For the man who has $25 in his pocket when he goes into a 
grocery store to buy the 26 items, assuming they are all the same specifications, 
it is possible that $25 will go 8 per cent further in Toronto than it would in 
Ottawa. Would that be a correct assumption? 

Mr. Houmes: I have no reason to doubt the accuracy of the study that was 
made by the other group, but I am really not in a position to say whether it is 
perfectly accurate or not. 

Mr. Urte: I did not hear Mr. Saltsman say who the other group was. Would 
it be someone from a newspaper? 

Mr. SALTsmMAN: It was a trade union group. I presume they had a 
professional doing it. I think the name is there. If you would like to see the 
article, I have it here. It struck me this morning as being interesting and I 
thought I would bring it to the committee. 

Co-Chairman Mr. BAsrorD: While you are reading it, Mr. Urie, may I ask 
Mr. Holmes, how often do you change the items in the food basket, or up date 
them? 

Mr. HoumeEs: The present index is based on the 1957 food basket. We 
changed that in January 1961—that is when the new index came into being. 
Before that we had been using a basket relating to 1947-48. It has been our 
intention to revise the index basket again on the basis of the 1962 family 
expenditure survey. We had hoped that we would be able to change baskets 
about every five years rather than every 10 years which seems to have been the 
case in the past. However, our resources problem prevented us from doing this. 

Co-Chairman Mr. BAsrorp: How does this take into account new products 
or old products packaged in a new way, such as cake mixes, which were almost 
unknown and unused in 1957? 

Mr. Hotmes: The basket to which I was referring is that which specifies 
commodities and services, for which we know the relative expenditure—per- 
centage of total expenditure by families on those items. For any one such item 
we must choose a sample of outlets, in order to record prices. We price to 
specifications. If we are talking about shoes we cannot go out and just price 
shoes per se. We have to get down to the specification of the shoes we are 
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talking about and price the specification of the shoe. We consult with manufac- 
turers of shoes and with retailers to determine what is the volume seller—style, 
kind and type and quality of shoe—and these are specified in considerable detail 
in the specification sheets which we provide to our pricing officers in the field. 
From time to time these specifications change. At the time that we wish to 
introduce a new specification, because it is now more important than the one we 
were pricing before, we attempt to judge the relative quality of the old and the 
new. There is a variety of techniques which can be used here. One technique 
that I suppose is common to index number makers all over the world is to 
accept the relative prices of two specifications as indicative of their relative 
qualities. In other words, if we have the price of a pair of shoes at a point of 
time, selling for $15 and if the specification changes and we pick up a pair of 
shoes at the same point of time selling for $18, then the $18 pair of shoes 
presumably has a quality corresponding to the prices $18-$15 and we make an 
adjustment. The index would not move because of the introduction of the new 
specification. In other words, if we change the specification, at the point of 
change we do not allow the index to move. 


Co-Chairman Mr. BASFoRD: I am concerned with what you have done for 
food items. It would be my observation—we have not had expert evidence on it 
yet but we intend to have some—where there has been in the last few years 
vast changes in buying habits of people. Cake mixes are one; they are buying 
T.V. dinners and frozen vegetables which five years ago many people did not 
buy very much of. Now the average person seems to be buying vast quantities 
of these. How is the price of these newer items, or these differently packaged 
items, reflected in the index? 


Mr. LANE: We do not include the T. V. dinner. As to the cake mix, the kind 
of changes that tend to take place in cake mix are more of a technical character, 
not just the introduction of cake mix. Let me give you an example of one which 
recently came to my notice. When the dairies introduced plastic milk bottles, 
the standard kind of container was a glass bottle or a cardboard carton. We 
were confronted with the problem of deciding whether the five cents extra for a 
three-quart plastic milk bottle represented all quality change or partly a 
quality change over the glass jar. The final decision was arrived at, based on 
this sort of approach. With the glass milk bottle you had a certain amount of 
inconvenience, as you had to bring it back or it cost you 25 cents. We decided 
that the five-cent differential was really an additional charge offsetting this 
inconvenience. So we treated that as a quality change. What we did was, we 
priced both plastic and glass containers for the same period of time and then we 
spliced it, that is, we let the plastic be equivalent to to the glass one, selling in 
Ottawa at 67 to 72 cents—at the time—and we accepted that five cents 
differential as a quality differential. 

Co-Chairman Mr. Basrorp: Do you or your shoppers see an influence on 
the index by reason of different or new packaging? 

Mr. LANE: If we see difference, we try to take it into account, and where 
it has a quality effect, like the example cited here, we eliminate it. It would not 
be considered to influence the index. 


Mr, HoLMEs: In other words, the index would not move because of the 
introduction of the plastic bottle. 


Co-Chairman Mr. Basrorp: You lost me, Iam afraid. What would happen? 

Mr. LANE: We would be pricing in this case, the milk as milk rather than 
in terms of the kind of container it comes in. Therefore, when I say that we 
splice it out, what we do is to price both the glass bottle and the plastic bottle 
for the same period—month—of time. If it came in, in January, we would 
price both in January. In February we would then relate the February price 
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for the plastic bottle only and we would drop the glass bottle from the pricing 
program and, in that way, it would not influence the index at all. 

Co-Chairman Mr. BasrorD: What happened to the index when, as I 
understand is the case, baby food was changed from tin cans to glass jars? 

Mr. HotMEs: Do you recall the specifics of that? 

Mr. LANE: Yes, I do. This one is more difficult to arrive at. 

Co-Chairman Mr. BASFORD: The tin cans went out of existence pretty well. 

Mr. LANE: They went entirely out of existence. In fact, the only time you 
ean find them now is if somebody has old stock. They are just not being 
produced. 

Here the judgment was more difficult because it was not easy to point to a 
particular convenience. However, one can concoct the argument that it is easier 
to turn a cap than it is to put a can opener into a can. In this case, though, again 
we did not allow this change to influence the index. We priced glass jars and 
canned baby food for an overlapped period and then we made the shift, the 
introduction of glass jars into the index, without allowing the change in the 
price, I think there was about a 2¢ differential, as I recall. 


Co-Chairman Mr. BAsrorD: On the basis of your experience, then, are you 
able to give us the influence of packaging on prices? Not on the index, because 
you have explained that you adjust the index, but on prices? 

Mr. LANE: In the main, I would say that packaging tends to have an 
upward push on prices as such, vis-a-vis plastic jugs going into milk bottles and 
glass jars going into baby food. 

Another case recently that has hit us is the soft drink industry where they 
have gone, or are trying to go, from glass bottles to tin cans. When they first 
introduced the tin cans, with all the various kinds of convenience openings, they 
were much higher priced. But then they began to special these on promotion 
and now, as a shopper, I find all kinds of cases where the soft drinks that come 
in glass containers can be purchased for less today than the tin cans. But this 
was not true when they were promoting tin cans. — 

They were specialing these things, and if I may just draw this to a 
conclusion, we do eliminate this sort of special. 

When the market is unstable, when there is a new kind of packaging or a 
new variety coming in and the firm is p ‘omoting its product, we do not allow 
this to influence the index. There is a rule of thumb that we apply here, and it 
was applied to razor blades, for example, When they shifted from regular steel 
to stainless steel, we did not bring stainless steel razor blades into the index 
until they became established in the market. We used a criterion such that 
when they reached about 20 per cent of the total market then we bring these 
new items in. 

Co-Chairman Mr. BasrorD: Well, I go back to my question. Could you give 
us by way of a statement later the major examples over the last five years 
where packaging has had a direct influence on prices, not on the index but on 
prices, such as the price of glass jars for baby food. 

Mr. LANE: We could do this. You are thinking of making a listing 
indicating— 

Co-Chairman Mr. BAsrorpD: Examples, yes. 

Mr. LANE: Examples of items, and when these things were introduced and 
possibly indicate the effect on prices. 


Co-Chairman Mr. BASFORD: Yes. 

Mr. LANE: I could do that. 

Senator CARTER: Might I ask a supplementary question to that. 
Co-Chairman BASFORD: Yes. 
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Senator CARTER: Along that line you have a similar problem with packages 
that contain gimmicks, of premiums and packages of detergent with cups in 
them and things of that sort. How do you handle that? How do you adjust for 
that? How do you adjust for the effect that has on prices? Because, actually, a 
person who buys, for example, cereals, is not altogether paying for the cereal 
but is paying for the cereal plus perhaps a toy or a toy automobile or something 
of that sort that is in the package. A glass cup or something. 

Mr. LANE: Here we rest the case— 


Co-Chairman Mr. Basrorp: If you buy enough corn flakes you can furnish 
your house. 


Mr. LANE: Here, if I may reiterate what was presented in the prepared 
statement, we try to price and do price to specifications. Where a firm 
introduces some associated product with its main product, it will not any longer 
meet specifications. Even though the main product might meet specifications, the 
addition of this gimmick or associated product would therefore exclude it so 
that we would not price it. 


Mr. SALTSMAN: This is a supplementary question. I would like to pursue 
the interesting line of questioning on packaging begun by the Chairman. I was 
wondering if, when you are looking for your examples, you could examine the 
changeover in bacon from the plain package to the fancy package. When that 
took place what effect did it have, if any, on the price of bacon? 

Mr. LANE: Which commodity? 


Mr. SALTSMAN: Bacon. I know it is a very difficult subject, but can I 
assume, then, from some of the things that you have said that the cost of living, 
or your index, does not always reflect the pattern of buying that is taking place 
in a community. Because some products cease to be exactly as they were 
previously you drop them out. Is this a correct assumption that in fact the 
expenditures on food may be higher than your index would illustrate for this 
reason? 


Mr. LANE: If we drop a product, its effect would have to be replaced by 
either a close substitute item—and, typically, this is the case, or, alternatively, 
the relative expenditure weight that that item represented would have to be 
re-allocated to all the other items. 

Now, I do not recall any example right off-hand where this has ever 
happened. Again I make reference to the paper, we talked about taking 
representative items for a host of small items. There are a number of examples 
where we have found that the price for some of the related items that we were 
not pricing, began to move in a different direction from the ones we were 
pricing. In that case, we would break out the weight for this minor item and 
begin to price it separately. Therefore, it would be introduced into the index. 

A good case in point is prepaid medical care. When the medical group- 
plans and private individuals’ coverage tended to move together, they were 
pooled for weighting purposes. We suddenly discovered in some areas of the 
country that the price to the individual family began to rise more rapidly than 
the group prices, so we had to break this out. We priced the service or the cost 
of prepaid medicare for the individual family separately and put that into the 
index, and when we did this, I might add, it had quite an important effect. 

Now, it did not affect the “All Items” Index at the national level, but it did 
affect the Health and Personal Care component at the national level. 


Mr. SALTSMAN: Can we go to a concrete example? I realize it is a rather 
esoteric subject for the layman to get into, but can we go back to the example 
you gave us regarding the transition from cans to glass jars with baby food? Is 
it correct that you took that item out of the index when it went from cans to 
glass jars? 
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Mr. LANE: We took the can out and used the jar. 


Mr. SALTSMAN: Did you modify your index base so that it did not reflect 
the increase in cost because of the jar? 

Mr. LANE: Yes, and the way we do it is the way I tried to describe earlier. 
We priced both when they both existed on the market. Supposing we are 
calculating the September index, for example, and we can price both cans and 
jars in the month of September. In August, the last time we priced, we were 
carrying the can. Now we would base the movement from August to September 
on the price for the can. In September we also priced the jar and that was an 
extra price. In October we dropped out the can and re-priced the jar and the 
movement from September to October is based on the price movement on the 
jar as between September and October. 

Mr. SALTSMAN: So that the price index would have reflected the increased 
cost of baby foods because of the transition from cans to jars. 

Mr. LANE: No, we would have eliminated that by this process. 

Mr. SALTSMAN: This is important from the consumer’s point of view 
because he would be paying for the jar. The cost has gone up but the price 
index is not showing it. 

Mr. LANE: And this is the key difference between a cost-of-living index and 
a price index. 

Mr. SALTSMAN: This is a change in product. , 

Mr. HOLMES: The consumer is getting something more than he got before 
but it is a good question whether he wants it or not. 

Mr. SALTSMAN: But you have the situation where the housewife knows the 
money is coming out of her pocket while Government statistics say it isn’t so. 

Mr. Lane: An example of this which is even more impressive is the 
difference in price paid for black and white television and colour television. You 
can buy a black and white television set for $200, say, and you might have to 
pay $400 for a colour television. 

Mr. SALTSMAN: How do you relate the effect that the change in product 
design is having on the consumer’s dollar purchases? Apparently from the 
preliminary information you have given us there is reason to assume that the 
change in product design and packaging is really raising the cost to the 
consumer although the quality may be different. This is happening and it is not 
showing up in these statistics. 


Mr. HoLMEs: This is why it is a price index rather than a cost-of-living 
index. That is one of the reasons. The index does reflect a price movement. The 
prices we use do not reflect changes in quantity or quality of goods and services 
which consumers are buying. 


Mr. SALTSMAN: Can these statistics be meaningful unless you relate these 
items to them? Unless you know the volume of purchases and unless you take 
into account the fact that these things cost more because of production change, 
can these figures be meaningful? 


Co-Chairman Mr. BAsrorp: Mr. Lane is going to give a statement on this 
which I hope will be helpful. 


Mr. LANE: It won’t be much, but it will have some value. 


Mr. HOLMES: To give another example of what the index does not reflect: 
If because of better income and so on consumers as a group shift to purchase 
higher quality meat cuts, sirloin steak as opposed to hamburg, for example, the 
index would not reflect that kind of increase in the cost of living which I am 
sure would represent a higher level of living. 
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Mr. SALTSMAN: How does one go about collecting some information along 
these lines? 

Mr. Hommes: This will give you some idea of the situation we have faced in 
trying to eliminate this. 

Mr. SaLtTsMAN: From the point of view of the committee it is important to 
find out what is causing the increase in the price of food to the consumer. This 
could be a very pertinent exploration. How do we go about finding the 
information regarding changing patterns, changes in volume and style and other 
things we discussed? 

Co-Chairman Mr. BAsrorp: The D.B.S. gave a survey of changing buying 
patterns. 

Mr. Hotmes: The latest information is 1962 and that is for food only. We 
have a 1964 survey involving all items of the budget with no food detail. It is at 
the moment blocked up in the computer. I am wondering whether we cannot 
get an indication of changes in what is often called “real” consumption—that is 
the constant dollar statistics of personal expenditure on goods and services. This 
tells you about the changes in the quantity and quality of goods and services 
being purchased over a period of time, whereas what we have been telling you 
about relates to changes in the price. In other words, for the value of dollar 
expenditures on personal goods and services attempts are made to separate out 
the two components of this increase in dollar expenditure. One is the price 
component which we have been talking about and the other is the quantity and 
quality component which is often termed “real” consumption or “real” produc- 
tion. Now this type of statistic is produced in connection with the national 
accounts. There is a constant dollar series. 

Mr. SALTSMAN: Will there be figures to show how much hamburger is 
consumed in the year as against the amount of steak? 


Mr. HoLtMEs: You could get particulars of this from the 1962 family survey 
of expenditure. That kind of detail I believe is not available any place else. 

Mr. Scott (Danforth): That would be from day to day. 

Co-Chairman Mr. BASForbD: Could you send Dr. James a copy of that? 

Mr. HoLtMEs: For food only, yes. 

Co-Chairman Mr. Basrorp: And he can send it to Mr. Saltsman. 

I do not want to play upon the indulgence of the committee, but I have a 
bill to present in the House of Commons fairly shortly. If there are no further 
questions we will adjourn. 

I would like to thank Mr. Holmes and Mr. Lane very much for coming here 
this afternoon and giving this very helpful presentation, and for undertaking to 
supply the information we have asked for. I think it was helpful to the 
committee to hear the statement and to see the graphs showing how the 
Consumer Price Index was made up. 

Next week we are scheduled to hear from the chain store people, starting 
on Monday at 3.00 p.m. with the Great Atlantic & Pacific Tea Company. After 
that we shall hear from Dominion Stores Limited, Steinberg’s Limited, Loblaw 
Groceterias Company Limited, and others. 


Whereupon the committee adjourned. 
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Appendix “8” 
SELECTED GRAPHS AND DIAGRAMS OF THE CONSUMER PRICE INDEX 
FOR CANADA 
PREPARED FOR 
THE JOINT COMMITTEE OF THE SENATE AND THE HOUSE OF COMMONS 
ON CONSUMER CREDIT (PRICES) 


The Consumer Price Index Weighting Diagram 
All Items and Main Components of The Consumer Price Index 
All Items, Group and Sub-Group Price Index Numbers—July, 1966 
Price Movements for Total Food Index and Selected Components 
Price Movements for Selected Food Items—Meats 
Price Movements for Selected Food Items—Fresh Vegetables 


Percentage Change in Average Retail Prices for Canada—April 1964 to April 
1965 
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CONSUMER PRICE INDEXES 
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MEMBERS OF THE SPECIAL JOINT COMMITTEE OF THE SENATE AND 
HOUSE OF COMMONS ON CONSUMER CREDIT 
(PRICES) 
For the Senate 
Hon. David A. Croll, Chairman 


the Honourable Senators 


Carter, Hollett, Thorvaldson, 

Grol: McDonald (Moosomin), Urquhart, 

Davey, McGrand, Vaillancourt—(12). 
Deschatelets, O’Leary (Antigonish- 

Hastings, Guysborough), 


For the House of Commons 
Mr. S. Ron Basford, Joint Chairman 


Members of the House of Commons 


Allmand, Duquet, Nasserden, 
Andras, Gray, Olson, 

Basford, Irvine, Otto, 

Cashin, Leblanc (Laurier), Ryan, 

Choquette, Lefebvre, Saltsman, 

Clancy, Mandziuk, Scott (Danforth), 
Code, McCutcheon, Smith, 

Crossman, McLelland, Whelan—(24). 


36 members 
Quorum 7 


SUPPLEMENTARY ORDERS OF REFERENCE 


Extract from the Votes and Proceedings of the House of Commons, 
September 9, 1966:— 

“Mr. Sharp, seconded by Miss LaMarsh, moved,—That the Joint 
Committee of the Senate and House of Commons appointed by this House 
on March 15, 1966, to enquire into and report upon the problems of 
consumer credit, be instructed to also enquire into and report upon the 
trends in the cost of living in Canada and factors which may have 
contributed to changes in the cost of living in Canada in recent months; 

And that.a Message be sent to the Senate to acquaint Their Honours 
thereof and to request the concurrence of that House thereto. 

And the question being proposed; 

Mr. Pickersgill, seconded by Mr. MclIlraith, moved in amendment 
thereto,—That the motion be amended by striking out the words “by 
this House on March 15, 1966’ where they appear in the second line 
thereof and by inserting in the motion as the second paragraph the 
following: 

“That the Committee have leave to sit notwithstanding any ad- 
journment of this House;”’. 

And the question being put on the said amendment, it was agreed to. 

After debate on the main motion as amended, it was agreed to.” 


Extract from the Votes and Proceedings of the House of Commons, October 
7, 1966:— 

By unanimous consent, Mr. Basford, seconded by Mr. Allmand, 
moved,—That the First and Second Reports of the Special Joint Com- 
mittee on Consumer Credit and Cost of Living, presented to the House on 
Friday, April 1 and Thursday, October 6, 1966, be concurred in. 

After debate thereon, the question being put on the said motion, it 
was agreed to. 

Accordingly, the said Reports were concurred in and are as follows: 


FIRST REPORT 


Your Committee recommends that seven (7) of its Members consti- 
tute a quorum, provided that both Houses are represented. 


SECOND REPORT 


Your Committee recommends that the House of Commons section of 
the said Committee be granted leave to sit while the House is sitting. 
LEON-J. RAYMOND, 
Clerk of the House of Commons, 


Extract from the Minutes of the Proceedings of the Senate, September 13, 
1966:— 
“The Honourable Senator Connolly, P.C., moved, seconded by the 
Honourable Senator Hugessen: 
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That the Senate do agree that the Joint Committee of the Senate and 
House of Commons appointed to enquire into and report upon the 
problems of consumer credit, be instructed also to enquire into and 
report upon the trends in the cost of living in Canada and factors which 
may have contributed to changes in the cost of living in Canada in recent 
months; and 

That a message be sent to the House of Commons to acquaint that 
House accordingly. 

After debate, and— 

The question being put on the motion, it was— 

Resolved in the affirmative.” 

J. F. MacNEILL, 


Clerk of the Senate. 


MINUTES OF PROCEEDINGS 


Monpay, October 17, 1966. 


Pursuant to adjournment and notice the Special Joint Committee on 
Consumer Credit (Prices) met this day at 3.00 p.m. 


Present: For the Senate: The Honourable Senators Croll (Joint Chairman), 
Carter, McDonald (Moosomin), O’Leary (Antigonish-Guysborough) and 
Thorvaldson.—d. 


For the House of Commons: Messrs. Allmand, Basford (Joint Chairman), 
Choquette, Clancy, Leblanc (Laurier), Lefebvre, Mandziuk, Olson, Ryan, 
Saltsman, Scott (Danforth), Smith and Whelan.—13. 

In attendance: 

Dr. R. Warren James, Special Assistant. 
Mr. John J. Urie, Q.C., Counsel 

Mr. Marcel Joyal, Q.C., Associate Counsel. 
Mr. Jacques L’Heureux, C.A., Accountant. 


The following were heard: 

The Great Atlantic & Pacific Tea Co. Ltd: 
Mr. G. N. Provost, Chairman and President. 
Mr. F. C. Kennedy, Vice President, Sales. 
Mr. H. W. Piper, Director, Meat Operations, 
Mr. G. Perley-Robertson, Q.C., Counsel. 


At 3.15 p.m. the witnesses were permitted to retire and the Committee 
proceeded in camera. 


At 3.54 p.m. the hearing was resumed. 
Messrs. Provost, Kennedy, Piper and Perley-Robertson were further heard. 


At 5.50 p.m. the Committee adjourned until tomorrow, Tuesday, October 
18 at 9.30 a.m. 


Attest. 
John A. Hinds, 


Assistant Chief, 
Senate Committees Branch. 
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THE SENATE 


SPECIAL JOINT COMMITTEE OF THE SENATE AND HOUSE OF 
COMMONS ON CONSUMER CREDIT 


EVIDENCE 
Otrtawa, Monday, October 17, 1966. 


The Special Joint Committee of the Senate and House of Commons on 
Consumer Credit met this day at 3 p.m. 

Senator David A. Croll and Mr. Ron Basford, M.P., Co-Chairmen. 

Co-Chairman Senator CROLL: Gentlemen, I see a quorum; the meeting will 
please come to order. 

We have before us The Great Atlantic and Pacific Tea Company, Limited, 
represented by Mr. G. N. Provost, Chairman and President; Mr. F. C. Kennedy, 
Vice President, Sales; Mr. H. W. Piper, Director, Meat Operations, and Mr. 
George Perley-Robertson, Q.C., Counsel. 

I should make it quite clear that we look upon this as a preliminary 
hearing, and after we have heard what you have to say and after we have read 
the evidence as a result of questioning, we intend to invite you back at a later 
date. 


Mr. G. N. Provost, Chairman and President, The Great Atlantic and Pacific Tea 
Company, Limited: Honourable senators and honourable gentlemen, The Great 
Atlantic and Pacific Tea Company, Limited, better known as A & P, was in- 
corporated under the Companies Act of Canada in 1919, and has now 196 retail 
outlets throughout the provinces of Quebec, Ontario and Manitoba, with its 
principal place of business at 5559 Dundas Street West, Etobicoke, and ware- 
houses located in Toronto, Montreal and Etobicoke, with approximately 7,000 
employees. 

We appreciate the concern of Parliament with respect to the cost of foods 
in Canada, and for almost forty years we have dedicated ourselves to providing 
more good food, for more people for less money. 

We believe it will assist the committee to understand the objectives and 
policies of A & P if we quote the A & P policy which is prominently displayed 
in all of its retail outlets: 

Always to: 

Do what is honest, fair, sincere and in the best interest of every 
customer; 

Extend friendly satisfying service to everyone; 

Give every customer the most good food for her money; 

Assure accurate weight every time—16 oz. to each pound; 

Give accurate count and full measure; 

Charge the correct price; 

Cheerfully refund customer’s money if for any reason purchase is 
not satisfactory. 
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In 1963 an article appeared in a leading magazine making reference to A&P 
as being ‘Penny Pinchers’’. Caring about pennies has always been a tradition of 
A&P and it is a dedication to this principle that makes us constantly alert to our 
cost of doing business, and the need for proper control. 

At the present time a series of advertisements are being run in all 
newspapers in which we advertise, outlining our concern for the consumer. 
These ads entitled ‘We Care” explain, among other things, our rain check 
policy, which means that if we sell out of an advertised special—and we try 
very hard not to—the customer is given a rain check which entitles her to 
obtain the same item at the advertised price on her next shopping visit. 


(See Appendix “A” following this text for actual advertisement.) 


When we say that our meat packages are presented with the “best side 
down” we mean just that. Mrs. Consumer is assured that the portion of 
self-service meat she cannot see is equal to, or better than, the portion she sees; 
there is no hidden fat or bone. 


(See Appendix “B” following this text for actual advertisement.) 


Our meat buying policy calls for only red brand beef—Canada’s finest 
quality—and in addition only grade ‘“‘A” pork, veal, lamb and poultry are 
purchased within certain weight ranges which we consider top grade products 
to pass on to the consumer. All meat is purchased from suppliers under federal 
inspection. 

Many A&P private brands are available to the customer and only after 
careful inspection of the producing plant, and our quality standards being 
satisfied, is it offered to the consumer. 


SPECIFIC TOPICS: 


The special assistant to this committee has sent to us a list of suggested 
topics for discussion by retail food chains. This portion of the brief will deal 
with those topics although, for obvious reasons, certain statistical data are not 
included but are available for the co-chairmen of the committee. 


QUALITY AND PRICE CONTROL: 


The procurement of all commodities is the responsibility of our purchasing 
department located at head office, where close control of quality, quantity and 
cost is constantly exercised. Our sales department, also located at head office, is 
responsible for the pricing of our goods. Our policy, generally, is not to increase 
retail prices on the basis of advances in costs until current stocks are depleted. 
On the other hand, our policy is to immediately lower retails when the markets 
decline. 


CONTROLLED SUPPLIERS: 
No suppliers from whom we buy are under our control. 


BRANDED PRODUCTS: 


A&P branded products are used extensively in our merchandising at retails 
in most instances, lower than nationally advertised brands. A typical list of such 
items at retails in A&P stores commonly charged in the Toronto area is attached 
hereto as Appendix C. 


(See Appendix “C” following this TELCS) 
SPECIALS: 


Our policy in the selection of specials depends to some extent on the 
availability of supplies and on seasonal situations. This is particularly true of 
fruits and vegetables. We also participate fully in government programs where 


CONSUMER CREDIT 411 


our assistance is sought to help the consumption of plentiful foods. In addition, 
we include in our advertisements many listings of foods of excellent value to 
help the consumer round out her shopping list. 


MARKUP: 


We use percentage markups in establishing our retails. 


STATEMENT OF SALES AND PROFIT (AFTER TAXES) 1961 TO DATE: 


This information is considered to be confidential and has been given to the 
Co-Chairman. 


TREND OF PERSONNEL, OPERATING AND MAINTENANCE COSTS 1961 TO DATE: 


This information is considered to be confidential and has been given to the 
Co-Chairmen. 


Co-Chairman Senator CROLL: I should like you to stop there. 


As you can see from the brief, we have a question raised on the confidential 
information which has been provided both to Mr. Basford and myself. The 
committee has a decision to make on this matter. I would like you to address 
yourselves to the problem of providing confidential information to the commit- 
tee. 

I think Mr. Perley-Robertson will speak on behalf of the company first. 


Mr. Provost: I will be very pleased to, Mr. Chairman. As you know and I 
am sure you gentlemen must realize, in providing some of the information 
called for we treat it as confidential. We certainly would not want this 
information to become known to our worthy competitors. I am quite sure you 
can appreciate this and, as I said, we have been very pleased to supply full 
details to the co-chairmen, and we would be very pleased to have further 
discussion in camera. 


Co-Chairman Senator CROLL: Is there anything further that may be said? 


I have just discussed the matter with my Co-Chairman, Mr. Basford. We 
are going to clear the room, and just members of the committee will remain 
while we discuss this matter amongst ourselves. You can put an “occupied” card 
on your seat, but everybody will have to retire, please. Only the members of the 
committee will remain. 


The committee continued its deliberations in camera. 
Upon resuming public hearing. 
Co-Chairman Senator CROLL: I call the meeting to order. 


I think I should make the committee’s position quite clear in respect of the 
conduct of this inquiry into the rising cost of living. 


The public interest requires that the fullest possible disclosure of informa- 
tion and documents relevant to the inquiry be made to the committee. The 
committee has complete powers of investigation conveyed to it by resolutions of 
each house of Parliament to “call for persons, papers and records,” and it 
proposes to make full use of such powers in order that the committee, and 
thereby the Canadian people, may be informed, fully and in detail, of any factor 
or factors having relevancy to the subject of the inquiry. 


I do not believe that the committee or its chairmen—and in this I have the 
complete support of all its members—should accept any written statement or 
document “in confidence’’. If such statements or documents are to be submitted 
to the committee they must be submitted with no strings attached. The public 
regards this inquiry as being of great importance, and it must be satisfied that 
no person or corporation is being protected, in respect of its competitive position 
or in any other respect, in such a way as to imperil its thoroughness. 
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The powers are there, and they were meant to be used in vital inquiries 
such as this. 

Now, Mr. Provost, I must return to you the copies of the confidential 
information you have given to the co-chairmen. You can rest assured that we 
did not make use of them in any way at all. 

I understand that Mr. Provost and his colleagues would like to retire for a 
few minutes in order to confer amongst themselves. 

—A short recess. 

Co-Chairman Senator CROLL: Will the committee come to order, please. 

Mr. Provost: Mr. Chairman, to continue with the brief I will turn to that 
part headed “Comparison of Retail Mark ups”. This shows a list of 30 commod- 
ities, showing our percentage— 

Mr. Scott (Danforth): Mr. Chairman, I rise on a point of order. We have 
not had an answer in respect of paragraphs (f) and (g). I would be opposed to 
hearing these people any further at all unless we receive assurance that the 
information sought in paragraphs (f) and (g)— 

Mr. Provost: The information will be provided. 

Co-Chairman Senator CROLL: The reason I did not say so is that Mr. 
Provost said he would answer whatever questions were asked of him. 

Mr. Scotrr (Danforth): Mr. Chairman, does that mean that the “Statement 
of Sales and Profit (after taxes;) 1961 to date” and the “Trend of Personnel, 
Operating and Maintenance Costs 1961 to date,” will be provided in full? 

Co-Chairman Senator CROLL: I understood Mr. Provost to say that they 
will answer the questions that we ask them. 

Mr. Scott (Danforth): That is not the same thing, Mr. Chairman. How 
can we possibly ask intelligent questions if the statements are not provided in 
the first place? We would like to look at them, and have them, analyzed by 
competent accountants, and so on. How can we start up in the air? Either we 
have the statements or we do not. 

Co-Chairman Mr. BAsrorp: Mr. Scott, the witnesses have come here and 
made a presentation. The members of the committee are then entitled to ask the 
witnesses any questions they want. Any member of the committee is entitled to 
ask for a “Statement of Sales and Profits.” 

Mr. Scott (Danforth): Then, Mr. Chairman, what have we done in the last 
half hour? The presentation was interrupted. The chairman informed us that 
parts (f) and (g) had been provided in confidence. We then adjourned and had 
an in camera hearing to decide what our attitude was going to be. We have now 
informed them unanimously that we want this information. I do not see how we 
can proceed with this hearing at all without the assurance that the information 
itself will be laid before the committee. It is on the basis of that—yes, we can 
ask questions, but I do not see how we can proceed at all without this 
information being presented. 


Mr. George Perley-Robertson, Q.C. (Counsel): Mr. Chairman, my thought was 
that we would answer questions, but if the committee feels this way then we 
will file the statements. But, we would say to the members of the committee 
that we would like them to keep the information to themselves, if they can. 

Co-Chairman Senator CROLL: No, no. 

Mr. Scott (Danforth): This is either a public hearing, or it is not. 


Co-Chairman Senator CROLL: There will be no conditions attached to the 
statements. 


>> 
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Mr. PERLEY-ROBERTSON: We will submit the statements. Perhaps the mem- 
bers of the committee can ask questions without having the statements, but if 
they cannot then they will have them. 

Mr. Ouson: Mr. Chairman, I rise on a point of order. We have, as a 
committee, made known to the witnesses that we will accept no statements in 
confidence, and that there will be no conditions attached to any other kind of 
information we seek, but then having said that, the witnesses—whether they 
are invited or summoned to these committee meetings—are entitled to say as 
much as they wish to say in their. opening presentation, and we cannot stop 
them. I do not think this is a valid point of order at all. We cannot stop them 
part way through their presentation and say: ‘You are not putting as much in 
your opening statement as we would like you to put”. Therefore, I do not think 
there is any point of order. They can continue with all of their presentation, or 
the parts that they want to present. When we get into the questioning, and if 
there is any further elucidation that we need on any other point, then the 
statement made a few minutes ago comes into force. 

Mr. ALLMAND: Mr. Chairman, it seems to me that Mr. James sent out a 
request for a “Statement of Sales and Profit (After Taxes) 1961 to Date,” and a 
“Statement of the Trend of Personnel, Operating and Maintenance Costs 1961 to 
Date,” and in accordance with that request they were supplied to the co-chair- 
men. I agree with Mr. Scott in that we cannot really ask intelligent questions 
unless we have this information before us. I think we should make it an order 
of this committee that these be produced as soon as possible. 

Co-Chairman Senator CROLL: We will continue, and let him finish his brief. 

Mr. ALLMAND: I think he should continue with his brief. 

Mr. Scott (Danforth): Surely, Mr. Chairman, if it is not confidential now it 
should be tabled. The documents are here right in front of you gentlemen. They 
are right at your left hand, and surely they should be tabled. 

Co-Chairman Senator CROLL: Iam sorry, Mr. Scott, I did not hear you. 

Mr. Scott (Danforth): I say that according to our understanding of (f) and 
(g), which were given to yourself and your co-chairman in confidence, you 
gentlemen have agreed to make them available, and I think at this point they 
should be tabled. 

Co-Chairman Senator CROLL: Mr. James sent copies of the suggested topics 
for discussion on retail foods, and the first copy was a history of profit since 
1960. The first one who asks—and if no one asks I will—will get the informa- 
tion, because they say they will not refuse to answer. 

Mr. SattsmaAn: Mr. Chairman, I respectfully suggest that it would be of 
considerable advantage to this committee and perhaps set a very valuable 
precedent if the witnesses who are appearing before us today would willingly 
put these things on the record. I for one will certainly ask everyone else who 
appears to do the same thing. 

Co-Chairman Senator CROLL: Let him continue with the brief. Go ahead, 
please. 

Mr. Scott (Danforth): Mr. Chairman, I am sorry to be persistent, and I 
apologize to the committee, but I am at a loss to know what we can do. You say 
we will continue with the brief and then ask questions. How are we going to 
ask questions on a statement of profit and loss, or about personnel, operating 
and maintenance costs, without the statement in front of us? 


Co-Chairman Senator CROLL: The statement he has available here will 
require study by you. You can take my word for that, because I have seen rt 
that it will require study by you before you can really ask intelligent questions 
on it. That is why I suggested they should return to it. 
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Mr. Scott (Danforth): Are those statements now tabled before the com- 
mittee? 

Co-Chairman Senator CROLL: Not at the moment. 

Mr. Provost: Table them. 

Co-Chairman Senator CroLu: All right, they are tabled. The statement 
entitled “Personnel, Operating and Maintenance Costs 1961 to Date” and the 
“Statement of Sales and Profit (after taxes) 1961 to Date,” are both tabled. 


PERSONNEL, OPERATING AND MAINTENANCE 
1961 TO DATE 


Percentage 

of Sales 
1S) ip Wlaprt id ee Pere eam ee Dae 8 oak 
196 2, ele Pipe cade EAA? Ae OER. tadtes SLooD 
1963S Gee. ECE ARE 88 A Pe es ees ee .1370 
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LOGS oc eet cage ea ek ee ees ge os . 1402 
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STATEMENT OF SALES AND PROFIT (AFTER TAXES) 
1961 TO DATE 


Sales Annually Profit After Tax 
(000) % 
1.9. Gli gece cuted eae ERR: eee $ 195,219 .0127 
LOG 2sla.e. hee ethane aoe 195,946 .0150 
1963.4053).W Ks) ewe 216,494 .0160 
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Co-Chairman Senator CROLL: Go ahead, please. 


Mr. Provost: I was on the subject of a comparison of retail markups. This 
is a list of 30 commodities. If it is the wish of the committee I will read them 
one by one; otherwise I will explain what they are. You have them before you. 


Co-Chairman Senator CROLL: Before you read them one by one, will the 
members make notes, if they want to follow you? 


Mr. Provost: Incidentally, gentlemen, this is taken from a typical week in 
the month of September during what we term the critical period when food 
prices were under considerable discussion. A quart of milk in 1965 retailed at 24 
cents; percentage of profit .1458. That is a decrease of .0162 per cent over 1964. 


Mr. UrtiE: Is this 1965 or 1966? 


Mr. Provost: I am giving the prior period, gentlemen. I will now give you 
the current period and the difference in the profit. A quart of milk retail, this is 
1965, 24 cents, cost .1458. 1966 retail 27 cents, percentage of profit .1296. 

A pound of butter, Silverbrook, our own brand, in 1965, retail 63 cents; 
percentage of profit .0750 or 74 per cent. In 1966, retail 67 cents; percentage of 
profit .0417. Sunnyfield butter, 1965, retail 62 cents, Sega lets of profit .0419. 
Retail 1966, 68 cents, percentage of profit .0385. 


Co-Chairman Senator CROLL: This is a long sheet, and you have it before 
you. All the information that was marked confidential is now available and will 
go on the record and it will provide an opportunity for you to study it; 
otherwise, you and the Chairman will be more confused than you are now. 
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Mr. SMITH: On the confidential page entitled, ‘Comparison of retail mark- 
ups” as against “Commodity,” there is given the percentage of profit from 
previous years. The percentage given is the decline in profit or decline in 
percentage profit from 1965 to 1966 in each of those items. Is that assumption 
correct? 

Mr. Provost: That is correct. That is the column that is headed up ‘‘Plus or 
minus” for the previous year. 


Mr. SmituH: The brief does not give it in plus or minus. 


Mr. Provost: Percentage of profit plus or minus for the previous year. 

On the subject of promotional devices such as trading stamps and games, 
we have no experience in the use of trading stamps, games or special promo- 
tions and therefore we do not feel qualified to comment. 

On the subject of comparison of raw or semi-processed foods versus con- 
venience foods, it is very difficult to compare the cost of raw or semi-processed 
food with processed foods as the answer is dependent on many unknown fac- 
tors. In this connection, however, let us state that we carry many convenience 
foods due to the consumer’s demand, but we also give her full choice and she 
may buy the basic ingredients to enable her to start from scratch to produce 
spaghetti and meat balls, Irish stew, a casserole, a pie or a cake—the choice is 
hers. 

On the subject of competitive prices: In order for us to keep abreast of the 
retails of our competitors, price checking is done in their stores regularly. As an 
example we are attaching Appendix ‘‘D’’, a recap of a recent price check. 


(See Appendix “D” to the proceedings of this date) 


Finally, the role of the independent grocer: There is always a place in our 
industry for an alert competent merchant, whether he be an independent or a 
chain. We observe excellent Independent operators in our territory. 

We appreciate the concern of this committee in inquiring into the cost of 
food. We too have an intense interest and in fact have dedicated our lives to 
A&P’s basic policy of providing the most good food for the least amount of 
money. 

We thank the committee for the opportunity of appearing. 

Senator THORVALDSON: Mr. Chairman, I would like to ask for an explana- 
tion about Appendix “C”, from Mr. Provost. What is that intended to do, to 
show? Is that intended to show the difference in price between nationally 
advertised brands and others? 

Mr. Provost: Senator Thorvaldson, this Appendix “C” is in reply to 
question No. 10 from the Special Assistant to the committee, which reads: 

The extent to which you use your own branded products and what price 
differentials there are between your own brands and other standard 
brands. 


We have indicated here a list of A & P brands and the retail price. We 
have shown nationally advertised brands ‘“‘A’’ and “‘B’’. It was not our purpose 
to disclose those brands for the possibility of embarrassing some nationally 
advertised company, but if it is the wish of the committee we will be glad to 
read them off. 

Mr. SmitH: The first column is your own brand? 

Mr. Provost: The first item reads “Evaporated Milk, 16 ounce’’. This is a 
can of A & P evaporated milk which we retail at four for 59 cents. The national- 
ly advertised brand “A” sells the same quantity, the same tin, at two tins for 37 
cents. Brand “B”’, which is another leading brand, sells three tins for 46 cents. I 
might make that a little more clear by saying that a unit of our own would be 
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15 cents, Brand “A” would be 19 cents, and brand “B’”’ would be 154 cents or if 
you purchased one can, 16 cents. 

We can go on from there. All of these items are A & P private brands, and it 
shows the differential. 

Mr. SALTSMAN: Could we have them identified? 

Mr. Provost: Brand “A” is Carnation, 16 ounce. Brand “B” is Libby’s, 16 
ounce. 

Mr. SALTSMAN: Could we ask the witness how he arrived at this—are they 
identical in quality? 

Mr. Provost: The quality and size are identical. 

Mr. SALTSMAN: Are they made by the same company as make the national 
brands? 

Mr. Provost: This I cannot answer. 

Mr. SALTSMAN: Is this because you do not know, or because you do not 
wish to answer to the committee? 

Mr. Provost: I would say that Carnation make their own milk—where it is 
made I am not aware, nor am I aware where Libby’s is made. Our own milk is 
produced for us by the Granby Co-op in Granby, Quebec. 

Mr. MANpDzIUK: How recent are these prices? Are they as of today? 

Mr. Provost: As of Wednesday, when this brief was prepared. 

Mr. MANpzIUuK: Would they apply to all your stores, the whole chain in 
Canada? Is there a difference as to the location? 

Mr. Provost: These retails apply to the metropolitan Toronto area. They 
could conceivably vary, and where there is a variance, this depends on distance 
from our warehouse and transportation costs. 

Mr. SmitH: But generally speaking, the same difference would apply from 
week to week? If one went up, the other would go up also? The differential 
between the prices would be roughly the same? 

Mr. Provost: I am not able to say. Oh, yes, this is true. These are retail, sir, 
all across the board. 

Mr. ALLMAND: With respect to mark-up, you said the mark-up was set in 
establishing your retails. May I ask what it is, what the percentage is? 

Mr. Provost: In all of these cases? 

Mr. ALLMAND: Let us take butter, Silverbrook butter. 

Mr. Provost: On a pound of Silverbrook butter, on this particular item, the 
markup would be 0417—slightly in excess of 4 per cent. 

Mr. ALLMAND: Previously you said: 


No suppliers from whom we buy are under our control. 


Below that you state that you admit that you have your own brand of products. 

Mr. Provost: That is correct. 

Mr. ALLMAND: The company that produces these brand of products is the 
same company, is it, the same corporation? 

Mr. Provost: Let me explain it this way, sir. The company who packs our 
A&P milk, for example, likely produces milk for others. So long as we are 
satisfied that they have a quality which comes up to our standards, we supply 


them with our labels, they label it for us. We have no control over this com- 
pany. 


Mr. ALLMAND: And you have no control over any companies that produce? 


Mr. Provost: From whom we buy. This applies to canned peas, corn, 
tomato. 
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Mr. ALLMAND: Including your branded butter? 

Mr. Provost: Right, sir. 

Senator McDONALD: Could we return to appendix C for the moment? 
Would you be able to calculate evaporated milk, A&P brand, in one unit in your 
store? Is the 19 cents for Carnation milk in your store or in your competitor’s? 

Mr. Provost: In our store. I think I mentioned that all these retails are in 
A&P stores, as the question was asked, sir. 

Mr. SALTSMAN: I would like to direct my questions to you regarding the 
problem between private brands and national brands. I was very interested in 
an advertisement placed in the Evening Reporter. The advertisement, I pre- 
sume, was placed also probably entirely across the country. It says: ‘‘What is 
the definition of private brand?” In the body of the ad, you see: “‘Why not save 
money and be sure of what you buy, which is A&P”’. 

I think this question of private brands is an important one for us to 


consider. I would like to direct some questions to you, to try to elicit some 
information in this regard. 


To what extent do you consider that your private brands are equal quality 
with the national brands? 

Mr. Provost: In this respect, sir, first, as you probably know, every can of 
merchandise sold on any grocer’s shelves in Canada must bear a quality. The 
quality is there because it has been graded by a Government inspector. There 
are three grades. Standard quality is the lowest. There are some below this but 
we will not touch on those, because we never handle them. The middle quality 
is known as choice. The top quality is known as fancy quality. Each can bears a 
small circle which shows this. This deals with the quality aspect. 

Mr. SALTSMAN: If we take the item in Appendix “C’’, tomato juice, fancy, 
48 ounce, three for $1; as against 41 cents for nationally advertised brands 
—would there be any difference, any discernible difference to the consumer 
between your private brands and those national brands? 

Mr. Provost: Would there be any discernible difference to the consumer? 

Mr. SALTSMAN: Yes. 

Mr. Provost: You are Mr. Saltsman? 

Mr. SALTSMAN: Yes. 


Mr. Provost: I am afraid that would be something that would be left to the 
taste of the consumer. If it is labelled fancy quality and it is in this case with 
our own and Bright’s and Heinz, then it has been passed as fancy quality tomato 
juice by the Government inspector. 

As to variance in flavour between them, it may mean a little more salt or a 
little less salt. I am not prepared to say whether the consumer could notice any 
discernible difference in the taste. 


Mr. SALTSMAN: I have put this question to women shoppers because it has 
been my observation that there have been cases that the private brands are 
considerably less in some of the supermarkets than some national brands. Some 
of them seem to feel, however, that the higher quality is only available in the 
national brands, and not in private brands—that the value is good value but it 
is not the highest quality. I would like to have your comments. 


Mr. Provost: We do not believe this, Mr. Saltsman. As I pointed out before, 
we take very particular care before we permit any processor to use our label. 
First of all, we satisfy ourselves that his facilities, his plant, is sanitary and 
clean and comes up to our standards. Then we certainly go along with the 
Government inspector’s grading of the product. This satisfies us in most cases. 
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Sometimes the Government inspector may grade something ‘choice qual- 
ity” but A&P standards are not exactly satisfied. We will gladly give him labels 
for this product and label them ‘‘standard quality”’. 

When the merchandise arrives at our warehouse, Mr. Saltsman, we are 
very careful, too, to inspect possibly one case out of every ten. The tins are 
actually opened and must satisfy our buyers as to quality, appearance and all 
the things a knowledgeable buyer looks for. 

Mr. SALTSMAN: Without asking for specific names, do you have experience 
with national brands and your private brands being made by the same 
processors? 

Mr. Provost: No, sir. None of the producers of nationally advertized brands 
pack private label merchandize for A & P. 

Mr. SALTSMAN: There was a news item which appeared in the Toronto 
Telegram on August 24, relating an incident of three large supermarket chains 
in the United States switching from national brands to private brands. The 
news item said that on the whole this had been beneficial to the consumer and 
that the prices had been reduced and the quality increased. I understand, 
however, that they are to be prosecuted because they are dominating the 
market too much. 

Would you care to comment on this trend? 


Mr. Provost: No comment, Mr. Saltsman. 


Mr. SALTSMAN: Is there a trend within your own organization to increase 
the number of private brands? 


Mr. PRovostT: Yes. 


Mr. SALTSMAN: Would you give us some indication of the percentage of 
your sales which are now private brands. 

Mr. Provost: Mr. Saltsman, I would only be guessing. I regret that I do 
not have this information. 


Mr. SALTSMAN: Could you get it and supply it to us? 
Mr. Provost: Yes, I can supply it. 


Mr. SALTSMAN: I would appreciate it if you could make this information 
available, because this might be a useful avenue for this committee to explore. 


Co-Chairman Senator CRrRoLL: Mr. Provost said that the information will be 


supplied to the committee, Mr. Saltsman. Now, I want to give everybody an 
opportunity to ask questions. Mr. Olson. 


Mr. Outson: Mr. Chairman, I wanted to ask the witness some questions 
about the price of beef. I presume that your stores buy sides of beef and cut 
them in your stores for retail. . 

Senator THORVALDSON: Mr. Chairman, can we finish Appendix “C”’ first? I 
wonder if that would be preferable to going on to beef now? There are others 
who would like to ask questions on Appendix “C’’. 

Co-Chairman Senator CROLL: You see, the difficulty is that it is very hard 
to exhaust a subject, I am trying to pass along and give everybody a little time. 
Perhaps we might just keep jumping from subject to subject for the moment. 
Go ahead, Mr. Olson. 

Mr. OLSON: Yes, sir, your stores, of course, buy sides of beef and so on, and 
cut them and present them to the retail market in that way. Are you aware of 
the evidence that was given to us by the Department of Agriculture officials 
who were here giving us the monthly average price of choice steers on the 
Toronto market? 

Mr. Provost: No, sir, Iam not aware of that. 


Mr. OLSON: I wonder. There are a number of examples that you could take, 
but I want to take, for example, June of 1965. The monthly average of choice 
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steers on the Toronto market was $26.86, and this went down to $26.06 for June 
of 1966. And yet the Dominion Bureau of Statistics finds that almost all these 
products went up substantially between June 1965 and June 1966. 

I will read you some of the examples. Sirloin steak went up from $1.07.9 in 
June of ’65 to $1.14.6 in June of 1966. Round steak went up from $0.95.2 to $1.1 
in 1966. You can go through the entire list and you will find that there is an 
increase, including the price of hamburg, stewing beef, blade roasts and so on. 
Would you like to give us some kind of explanation from your point of view on 
why the retail prices went up, probably somewhere near 8 to 10 per cent, 
during that year, while the price of live steers on the Toronto market went 
down about 70c per 100 weight? 

Mr. Provost: You are speaking about the month of June 1965 versus the 
month of June 1966? 


Mr. OLson: Right. 

Mr. Provost: The prices you are quoting are livestock prices. 

Mr. Otson: The livestock prices I quoted to you were supplied to us by the 
Canadian Department of Agriculture, and the retail prices of these selected beef 
items were supplied to us by the Dominion Bureau of Statistics. 

Mr. Provost: Well, to begin with, I am sure that you are aware that we do 
not buy direct from a livestock market. We buy our meat from packing houses. 

Mr. OLson: Right. 

Mr. Provost: And I think, Mr. Piper, you have information here that you 
could supply to this gentleman, giving him the price we paid for red steer sides 
in the month of June, 1965, and what we paid in June of 1966. 


Mr. H. W. Piper, Director, Meat Operations, The Great Atlantic and Pacific Tea 
Company, Limited: Yes, Mr. Olson, I would be very glad to do that. Our records 
show, and this is on the basis of red brand steers, that in the month of June, 
1965, and I am going to quote an average—I have not got it worked out, but 
I can give it to you by weeks. 

Mr. Provost: We can give it to you in four weeks. 

Mr. Ouson: All right. 

Mr. Piper: For the fifth week of June it is 433. 

Mr. Ouson: Is this a side? 

Mr. Prrer: We talk cattle, but it is exactly the same thing. 433. If you 
follow along, this is by weeks. 444, 45 and 46. That is for the first four 
weeks of June, 1965. The first four weeks of June, 1966: the first week, 45, the 
second, 444, the third 443 and the fourth 44. That ties up rather closely with 
what you quoted. 

However, I would question the retail advance which you quoted. During 
the same period,—and I regret I have not got it by months—may I quote to you 
our beef retail gross structure differential? 

Mr. Outson: I am not quite sure what that is. 

Mr. Piper: I have not got enough detail to give you the breakdown, but 
just let me talk quarters to you. We talk in terms of quarters, and June is the 
second quarter. You have June, July and August. During that particular period, 
the cost increase in 1966, and this is our total beef classification, was 3 per cent 
higher than for 1965. Our retail increase was a 23 per cent increase. 


Mr. OLSON: Well, from what you are saying, then, the suggestion is that 
these average retail prices taken by the Dominion Bureau of Statistics probably 
do not fit your operation as an average, then. 

24996—2 
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Mr. Provost: Sir, I am not prepared to say that, but I would want to see 
what class of cattle they were basing these retails on. If they took it on a 
complete market or confined it strictly to the type of meat we buy and sell, 
then, ours should be very close. 

Mr. OLSON: Well, “choice steers’? comes out in the product that you buy as 
“red brand beef,” does it not? 

Mr. Provost: That is correct. 

Mr. Outson: Almost invariably, except for bruises and other things that they 
may find after the slaughtering is done? 

Mr. Provost: Yes, sir. 

Mr. OLson: There was a slight decline between these two months, and yet, 
when I look over your prices that you just gave me as a comparison between 
June of 1965 and June of 1966, with the exception of the first quarter, it is 
pretty consistent. 


Mr. Provost: Remember that you are talking on a livestock basis. I am 
talking on the dressed meat cost to us. 

Mr. Ouson: Yes, I understand that. But as far as this committee is con- 
cerned, or at least as far as I am concerned as a member of this Committee, 
this relationship between livestock prices and red brand sides, or whatever you 
want to call them, remains pretty consistent from one year to the next, does it 
not? 

Mr. Provost: I am sorry, but I cannot answer that. 

Mr. OLSON: Well, Mr. Chairman, I think they have answered the question 
to some extent, but we will have to look into this further. If they claim that 
these increases, in the neighbourhood of about 10 per cent, that the Dominion 
Bureau of Statistics has found are not applicable to their operation, we will 
have to have a look at some other other people’s retail prices for some of these 
comparable periods. I am going to pass now, but the same argument can be 
made for the price of pork. Grade ‘‘A”’ carcasses and hog prices were given to us. 
So far as the retail prices are concerned, there does not seem to be a 
corresponding movement in the retail prices as compared with the prices paid 
for live hogs. Therefore I would like to ask the witness this question: Have you 
noticed a consistent movement on your wholesale prices and consequently, I 
presume, your retail prices with what happens in livestock markets so far as 
price is concerned? Is there an immediate reaction in the price you pay for beef 
and pork products as it relates to the movement of the prices in the livestock 
market? 


Mr. PIPER: Not necessarily so. It is pretty generally true. It is a daily 
marketing situation. 


Mr. OLson: When you say “not necessarily so,” is there any reason why 
these wholesale prices do not follow the prices paid to the producers? 


Mr. PIPER: There could be several. One could be the demand and supply on 
the part of the consumer, or it could be seasonal or it could be because of 
inventory positions on the part of the packer and possibly on the part of the 
retailer. 


Mr. OLSON: I am not quite sure what you mean by all these variables. What 
do you mean by “seasonal” and why would that interfere with the direct 
relationship being constant? 


Mr. PIPER: If it were the middle of August, and if we had cool weather and 
if it suddenly became 90° in the shade we would not sell nearly as much pork 
products as we would in cooler weather. 


Mr. OLSON: Are there many factors consistent from one year to the next? 
Or is it only sudden changes in climate that affect it? 
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Mr. Piper: I would suggest possibly a sudden change. There is always a 
change in consumption of certain products by seasons. Certainly it has been 
historical in the meat business that we sell more of certain products in cooler 
weather than we do in warmer weather. 


Co-Chairman Senator CROLL: Mr. Leblanc. 


M. Lesitanc (Laurier): Pourrais-je poser une question en francais, étant 
plus familier avec cette langue? Est-ce que la traduction simultanée est en 
fonction? Merci. 

Alors, je suis surpris, d’ailleurs, que M. Provost soit obligé d’écouter la 
traduction parce que son nom est tellement francais. Je suis surpris d’une 
autre chose: c’est que la compagnie A & P ait produit sa présentation ici 
seulement en anglais. J’en suis complétement désappointé. De plus, je regrette 
que M. Provost nous donne ses commentaires seulement en anglais. 


Mr. Provost: To this I can only say that I apologize and we will be very 
pleased to have a French translation made of the entire brief and made avail- 
able to the Committee with as little delay as possible. As far as the name 
being so long in English is concerned, I am afraid I can do nothing about 
that. 


M. LEBLANC (Laurier): Une autre question, monsieur le président. Vous 
mentionnez, au début de votre bref, ici, que vous avez 196 magasins, or retail 
outlets; est-ce que je pourrais savoir combien de magasins vous avez dans la 
province de Québec? 


Mr. Provost: We have 35 retail outlets in the Province of Quebec, Mr. 
Leblanc. 


M. LEBLANC (Laurier): Quel rang occupez-vous dans le pays compara- 
tivement a vos compétiteurs qui sont des magasins a chaine et dans le méme 
commerce que vous? Etes-vous en premiére, en deuxiéme ou en troisieme 
position? Par exemple, étes-vous avant Loblaw ou aprés? Sans mentionner 
de nom, quel serait le rang d’importance de votre organisation au Canada. 


Mr. Provost: Unfortunately, we rank fifth. 


M. LEBLANC (Laurier): Maintenant, monsieur le président, est-ce que lon 
pourrait savoir approximativement, évidemment, le pourcentage des ventes, 
par rapport aux ventes nationales, qui sont faites dans la province de Québec 
par votre magasin? : 


Mr. Provost: Approximately 20 per cent. 


M. LeBLanc (Laurier): Maintenant, une autre question,—une derniere, 
monsieur le président,—est-ce que votre «Mark up», ou votre marge de profit 
brut, soit sur la viande, soit sur les autres conserves, est plus fort dans la 
province de Québec que dans les autres provinces, étant donné que tout a 
Vheure, vous avez mentionné qu’il y avait une différence dans votre pour- 
centage brut; alors, s’il y a une différence entre votre pourcentage brut, il 
doit certainement exister une différence entre les provinces? 


Mr. Provost: I would venture to say, Mr. Leblanc, that our percentage of 
markup in the Province of Quebec is very much the same as it is in the 
Province of Ontario. 

Mr. LesLanc (Laurier): Je vous remercie, monsieur. 

Co-Chairman Senator CROLL: Senator Thorvaldson. 


Senator THORVALDSON: Mr. Chairman, I would like to turn back to (c) and 
ask two or three questions about that. I will preface my questions by expressing 
surprise at the big differential there seems to be in certain items, and I refer 
first of all to coffee where there is a differential of approximately 30 per cent in 
your own brand and the nationally advertised brands. That is a big difference. 
Could we have any explanation as to the reasons for such a wide margin, or is. 
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that the whole story we are trying to find out in this inquiry? Consequently I 
ask the question with regard to that one item. Is it a question of advertising? Is 
it the advertising of national brands that pushes the prices up in this way or is 
there another factor? 

Mr. Provost: First of all, it is our own private brand of coffee. It is put up 
for us under our own specifications by a firm in Ajax. We think we have a 
splendid brand of coffee and we are satisfied with our markup at 89 cents. We 
believe it to be comparable with Chase & Sanborn or Maxwell House Instant 
Coffee. 

Asking about the nationally advertised brands carrying perhaps more sell- 
ing expenses, this could be true. I am not prepared to say. 

Senator THORVALDSON: Would you particularize in regard to selling ex- 
penses? Would most of that be in national advertising and so on? 

Mr. Provost: Here again, senator, I am not familiar enough with their 
operations. As a matter of fact I am not at all familiar with their operations. I 
would judge it would be partly advertising expenses and partly production 
expenses. This is only an assumption on my part. 

Senator THORVALDSON: I will come to another item, where the differential is 
very nearly 30 per cent—between 25 and 35 per cent. Salad dressing, 16-ounce. 
Your price is 35 cents and the nationally advertised brands’ price 45 cents. Is 
there a difference in quality? 

Mr. Provost: I do not think so, senator. We think, again, we have an 
excellent product. These are tested by our own people who are more expert at 
this sort of thing than I am. It has wide acceptance, and I would have to assume 
the general public consider the A&P salad dressing at 35 cents as good a product 
as either Hellman or Kraft at 45 cents. 

Senator THORVALDSON: I would like to ask the same question with regard to 
Sail soap powder, king. Your price at A&P is $1.29 and the other nationally 
advertised brands $1.89 and $1.83. I wonder how there can be such a differen- 
tial? 

Mr. Provost: Here again, senator, this is a soap powder which is put up for 
us by a firm in Canada to our specifications. It is the same size as Omo and Tide. 
Why Omo kingsize is $1.89 and Tide is $1.83, it is pretty hard for me to say. 
Maybe tigers come pretty high. 


Co-Chairman Senator CRoLL: Senator Thorvaldson, we are going to have 
the brand people before the committee. 

Senator THORVALDSON: I think this might be a fair introduction. 

Consequently, I wanted to ask this question also. Let us refer to Sail soap 
powder, king. Can you tell us that is the proportion of your sales in your own 
stores, namely of your own brand and the nationally advertised brands? 


Mr. Provost: It would be rather small, senator, because there are so many 
advertised brands, the list would be as long as your arm. We have one size. I 
would not care to hazard a guess as to what the percentage is of Sail detergents 
as compared to the total of all advertised brands. There are many sizes and 
brands. We would only be guessing, sir. If you would care to have this 
information, if it is of value, we will try and get it and provide it for you. 

Senator THORVALDSON: I think my next question will be of greater value. 
Can you tell us the percentage of A&P brands that you sell in relation to 
nationally advertised brands; that is, in your turnover? 


Mr. Provost: I believe this question was asked over here by another 


member, Mr. Saltsman, and we have made a note to provide this information 
with as little delay as possible. I am sorry I do not have it here now. 
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Senator THORVALDSON: Have you made any rough calculation as to the 
percentage of reduced cost in A&P brands vis-a-vis the nationally advertised 
brands you have listed on appendix ‘‘C’’? 

Co-Chairman Mr. BAsFrorpD: Mr. Provost, the August edition of Canadian 
Grocer outlines the expansion program of your company as being an aggressive 
sive expansion program with 15 stores, et cetera. I am interested in how you 
finance that expansion. 

Mr. Provost: Out of our surplus funds in Canada. 

Co-Chairman Mr. BASFoRD: How do you arrive at the surplus funds? 

Mr. Provost: On the profit we make from the business we do. 


Co-Chairman Mr. Basrorp: Most businesses, or any that I have been 
associated with, if they wanted to expand they had to go and borrow money or 
raise it on the capital market. I am concerned whether paying for expansion 
programs—which for all the chains have been very substantial over the last 
year or so—out of operating income is not contributing to the increased cost of 
food. 

Mr. Provost: Let me assure you, first of all, Mr. Basford, that we do not 
borrow money; therefore, we have no interest rates to pay. Our expansion 
program is financed out of our own surplus, as I mentioned a little while ago. 
We are very plain people at A&P; we are pennypinchers; and when it comes 
to expanding, let me assure you that we do not, for the sake of expanding our 
business, go out and pay fancy prices for land or facilities. 

Co-Chairman Mr. Basrorp: I think if we looked over the whole of 
industrial or manufacturing businesses in Canada, it would be a very unusual 
situation where expansion was financed out of surplus, which seems to be 
characteristic of the food chains. 

Mr. Provost: I do not follow your question, Mr. Basford. 

Co-Chairman Mr. BasrorbD: Then I will go back. Most normal businesses, I 
would think, finance their expansion out of other than surpluses; and this would 
appear to be a characteristic of food chain companies, not only your own, that 
expansion is financed out of surplus. It would indicate there must be an 
unusually large amount of surplus in order to finance the very huge expansion 
programs that the chains are undertaking. 

Mr. Provost: I think reference to our net profit after taxes will indicate to 
you there is not that margin of profit in our industry. 

Co-Chairman Mr. BASForD: What is the expected cost of your 1966 
expansion program? 

Senator THORVALDSON: Mr. Chairman, is this relevant to this inquiry? These 
are capital costs. 

Co-Chairman Senator CROLL: Let us see the point. 

Mr. Provost: I am just mulling this one over. 

Co-Chairman Senator CROLL: Fine, take your time. 

Mr. Provost: If I have to answer this question, Mr. Basford—and I do so 
reluctantly because, here again, this is something which I would not care to 
have our competitors learn, and I think this is a fair rejection on my 
part—there are various sizes of stores, land costs vary and there are many 
variables. If I were to say we have 15 stores planned and each one would be in 
the neighbourhood of $200,000, I could be out one way or the other. 

Co-Chairman Mr. Basrorp: I would like the answer, if possible, Mr. 
Provost. I can give you the assurance that I want to ask the other chains who 
come before us the same question. 


Mr. Provost: Would you again permit me to put some figures together and 
send them? 
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Senator THORVALDSON: Is it important enough? 


Co-Chairman Senator CROLL: We have reached an agreement here, and the 
problem has been solved for the moment. 


Co-Chairman Mr. Basrorp: The other question is a brief one. We are all 
concerned, as you say in your brief, about the rising food costs. The brief does 
not really tell us what has been the cause of these rising costs. Can you tell the 
committee what the cause of rising food prices is? 

Mr. Provost: When we consider, Mr. Basford, that in the overall in the past 
six months our total operation shows a markup roughly three-quarters of 1 per 
cent lower than a year ago, I cannot see how I can present you any argument 
that food costs are up at A&P. 


Co-Chairman Mr. BAsrorp: Let me rephrase the question. The food compo- 
nent of the consumer price index for the last year has certainly gone up, and I 
am wondering whether you are able to give the committee the benefit of your 
experience in the food business as to what has been the cause of that increase. I 
am not suggesting by my questions that it is A&P who has caused it, but one so 
closely connected with the industry as yourself might possibly, I thought, have 
some explanations for those increases. 

Mr. Provost: Well, I certainly do not hold myself out as an expert in 
economic affairs. I am a businessman. I know that we have to pay more money 
for goods. I read in the papers that the costs of raw materials have gone up. 
Packaging costs have gone up. I know we, like any other company, have had to 
grant salary increases. We are not beset by labour problems, and I certainly do 
not wish to get into this. From my knowledge of the business all these are 
factors. 

It seems to me that almost every time you turn around today you find the 
cost of everything has gone up—raw materials, processing, machinery, things 
you need to do business with, paper bags—well, you name it and you will find it 
has gone up. I am trying to make the point—and I will re-emphasize it—that 
we are not charging the public—as a matter of fact, we were charging the 
public less for their food in the first 31 weeks of 1966 than we were in 1965. 

I think for you to get a better answer to your question, Mr. Basford, you 
will have to ask some of the primary producers or manufacturers. People come 
to us with a product, and we pay them the price they ask. We mark this 
merchandise up accordingly. I have tried to give you some indication of the 
make-up of the increased costs I have outlined, but I am not at all sure that this 
is accurate by any means. 

Mr. SALTSMAN: May I ask a supplementary question, Mr. Chairman, just 
by way of explanation 

Mr. Provost: I have here your “Statement of Personnel, Operating and 
Maintenance, 1961 to Date,” and looking down the column I find that in that 
particular sector of your business the operating costs do not appear to have 
gone up very substantially from 1961 to 1966. Judging from the first 31 weeks 
of 1966 it seems that they will be lower in 1966 than they were in 1965. Is that 
an accurate assessment of this statement before us? 

Mr. Provost: No, sir. 

Mr. SALTSMAN: What is the meaning of this statement, then? 

Mr. Provost: This comes about by an increase in sales. 

Mr. SALTSMAN: That figure, then, of .1402 for 1965 and .1393 for the first 31 
weeks of 1966 is a percentage figure of your gross sales for the equivalent 
period? 


Co-Chairman Senator CroLu: Gentlemen, I return the witness to Mr. 
Basford. He has not finished yet. 
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Co-Chairman Mr. BAsrorp: I take it that your answer is that the culprits in 
respect of rising food costs are not the chain stores? 

Mr. Provost: I speak only for ourselves, Mr. Basford. 

Co-Chairman Mr. BASForRD: You are not representing your competitors? 

Mr. Provost: No, sir. 

Senator CARTER: I would like to go back to the line of questioning of 
Senator Thorvaldson in respect of Appendix “C”. I draw your attention to the 
fact that in respect of instant coffee your own A&P brand sells for 89 cents as 
compared with $1.33 for Brand “B’’. Do you have the same markup on all three 
brands, or does the markup vary? 

Mr. Provost: I can answer this, Senator Carter, in a general way. I am 
sorry, but I do not have the costs in front of me; if I did I could be more spe- 
cific. But, I will say this, that our percentage markup on Chase and Sanborn 
six ounce size, and Maxwell House of the same size, is a little less than it is on 
our brand of coffee. 

Senator THORVALDSON: That is, the percentage markup? 

Mr. Provost: Yes. 

Senator CARTER: What puzzles me is, referring to the third line from the 
bottom, that you have your own brand of liquid soap selling for 45 cents for 24 
ounces, and the same size of container of the other brands sells for 89 cents. As 
a matter of fact, the others are almost double your price. Now, liquid soap is a 
simple thing to manufacture. It is not a very complicated process, and the 
difference in cost could not conceivably be in the manufacturing process. Can 
you help the committee by giving us any idea as to how you can obtain soap 
and sell it for 45 cents, while the other people want 89 cents for their brands, 
and which must be, to all intents and purposes, exactly the same product. After 
all, soap is soap. 

Mr. Provost: Here again, Senator Carter, we think we have a good product. 
It is manufactured for us under our specifications. At 45 cents we make a 
reasonable profit on it. Referring to the other two—well, they are very much in 
demand through advertising of one kind and another. They choose to sell it to 
us at a certain price, and as a result of this price we try to take a reasonable 
markup on the product, and the price happens to come out to 89 cents. In 
answering your question I can be no more explicit than I was in answering Mr. 
Basford’s questions or Senator Thorvaldson’s questions, as to why the wide 
spread in retail prices. Some people say it is not as good, but we do not believe 
that that is true. 

Senator CARTER: I presume your own percentage markup is comparable on 
all three brands—that is, on your own brand and on the other two? 

Co-Chairman Senator CROLL: What bothers me is why the consumers have 
not broken down the doors of the A&P stores. 

Mr. Provost: We have wondered that very thing. 

Co-Chairman Senator CROLL: I think I will give Mr. Urie an opportunity to 
ask some questions. 

Mr. Urie: Mr. Provost, to proceed along the line that Mr. Basford was 
exploring, in your “Statement of Sales and Profit (After Taxes) 1961 to Date” is 
an indication that your total profits up to last year almost doubled over the net 
profits, after taxes, for 1961, and they are holding up reasonably well, apparent- 
ly, this year. How does that jibe with the statement you made—or, which I 
think you made—that your percentages of markup have not varied, and the 
costs to the consumer are not any greater, relatively speaking, than they were 
before? 

Mr. Provost: They were pretty lean in 1961, Mr. Urie. 
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Mr. UrIE: How were they in relation to the two or three years before 1961? 
Have you any figures for the ten years prior to 1961? 


Mr. Provost: I do not have them, sir. 
Mr. URIE: I see. Would it he possible to obtain those figures? 
Co-Chairman Senator CROLL: Let us stay with this for the moment. 


Mr. URIE: From 1961 up to date there has been a steady increase in your 
net profits after taxes. I might point out to you, while you are thinking about 
that, Mr. Provost— 


Senator THORVALDSON: There has been a big increase in the volume of sales 
in those years, and every one knows that when you increase your sales by, say, 
10 per cent— 


Mr. URIE: This may be the answer, senator. I am just asking the witness. 


Mr. Provost: Mr. Urie, I would have to say that the increase in our profits 
after taxes in the years—let us take from 1962 to 1966—is partially from a sales 
increase arising out of an expansion program, plus the fact that we have 
invested some of our surplus funds in hydro bonds and made an important 
profit of this which we didn’t have in earlier years. 


Mr. URIE: Surely, the profits after taxes related to sales only do not include 
your income from investments, do they? 


Mr. Provost: They do, sir. Now, on our store operation, they are considera- 
bly less than this. Here again I would have to provide these figures for you 
because I do not have them. 


Mr. URIE: I wonder if you might do that, sir. 


Mr. SALTSMAN: I have a supplementary question dealing with the financial 
attitude. We had before the committee a number of people discussing the 
effective interest rate. To what extent does the rising level of the interest rate 
affect your corporate position? Does the effective interest rate in the market 
affect you? 


Mr. Provost: I do not think so, Mr. Saltsman. We would not consider 
investing our money anywhere else but in this type of paper that I have 
mentioned. For example, it is conceivable that we could obtain 74 per cent 
interest in other fields as opposed to the yield we receive on investments in this 
type of paper that I have been talking about. We would not consider anything 
else. Would that answer your question? 

Mr. SALTSMAN: Yes. 


Mr. UrtE: I turn now to another area which I know is of great interest to 
the committee, that is, one in which your firm has stated it does not deal, 
namely, that of trading stamps, bonuses, premiums and that sort of thing. Many 
of your competitors do indulge in those practices, and you are one of the few 
not to do so. If I may ask you, why has your firm not done so? 


Mr. Provost: Because we have felt that we could do business without them 
by keeping our prices low and offering the consumer the best kind of a deal 
without what I might term a frill. 


Mr. URIE: Do you feel that having these frills does add to the cost of the 


merchandise to the consumer? Is that one of the reasons you have not entered 
into the practice? 


Mr. Provost: It is too bad you could not have asked that question a little 
later on, because I am sure you could get an answer from others. 
Mr. UriE: That is why I am asking you first. 


Mr. Provost: Here again, I would only be hazarding a guess. I must 
presume that there is a cost. 
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Mr. URIE: You would go one step further I think, in fact, would you not, 
that this is probably the basic reason you have not entered into the deal, the 
matter of cost? 

Mr. Provost: I think there could be another reason stated, and that is that 
if we went in for trading stamps, since everybody else has them we would have 
no advantage. 

Senator THORVALDSON: I have one supplementary question. First I will ask 
you, is your parent company in the United States, or world wide, publicly 
owned or privately owned. For instance, is your company stock listed on the 
exchange, and so on? 

Mr. Provost: The company stock of the Great Atlantic and Pacific Tea 
Company is quoted on the big board in New York. 

Senator THORVALDSON: Secondly, what is the policy of your United States 
company in regard to trading stamps? 

Mr. Provost: In some parts of the country they have them, and in some 
parts of the country they do not. 

Senator THORVALDSON: But in Canada you do not? 

Mr. Provost: This has been our position in Canada; we do not have them. 

Co-Chairman Senator CROLL: In following that, you are the only one of the 
large chains which has not got them? 

Mr. Provost: That is not quite correct, senator. 

Co-Chairman Senator CROLL: Then tell me what is correct. 

Mr. Provost: One of the large chains in the Toronto area does not have 
trading stamps. In the Province of Quebec they all have them. 

Co-Chairman Senator CROLL: We are informed, and I think the evidence 
will come a little later, that it adds approximately two per cent to the cost of 
the product. Will you agree to that? 

Mr. Provost: Well, senator, I cannot agree, because I do not honestly know. 
However, I can say this, that I think it is common knowledge to anyone who 
reads grocery periodicals and the newspapers, this figure of two per cent I think 
has been mentioned several times. 

Co-Chairman Senator CROLL: More than several. 

Senator CARTER: This is a supplementary. Although you do not deal in 
trading stamps, and so on, do you not accept the gimmicks that come with the 
packages, and so on? 

Mr. Provost: We do. This is the only way they are packed and offered to 
us. If we did not accept them as they are we would not have them, such as 
towels, and premiums and that sort of thing. This is common practice. 

Mr. CHOQUETTE: So that you will get the idea that we have a bilingual 
Parliament, Mr. Provost, may I ask you a question in French, to show you that 
we have an impression about these matters in French? 

Mr. Provost: Certainly, sir. 

Mr. CHOQUETTE: Even if the impression is wrong. 

Mr. Provost: Could I have your name, sir? 

Mr. CHOQUETTE: My name is Choquette. I am not related to the senator, but 
he is a good friend. 

Monsieur Provost, la question que je voulais vous demander est peut-étre 
hors d’ordre; c’est la premiére journée que je siége sur le Comité, et je suis un 
peu confus devant la procédure qui est suivie. Je voudrais vous demander, 
d’abord, quel est votre budget de publicité? Est-ce que nous pouvons le 
connaitre? 
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Mr. Provost: Mr. Choquette, I am as confused by these proceedings as you 
are, it being my first appearance. In relation to our sales, our advertising budget 
would be considerably less than one per cent. 


M. CHOQUETTE: Quand vous me dites environ un pour 100, cela couvre 
toute la publicité qui pourrait étre faite pour la télévision, la radio, la presse, 
pour les circulaires, ou n’importe quel autre mode de publicité auquel les 
grandes firmes commerciales ont habituellement accés; enfin, le budget global 
de votre publicité, dites-vous, est d’environ 1 pour 100? 


Mr. Provost: Mr. Choquette, this embodies newspaper advertising, signs, 
circulars, radio. We have no TV. The whole ball of wax—that is it. 


M. CHOQUETTE: Maintenant, une autre question, monsieur Provost, et cela 
touche un détail publicitaire, cette fois: la, il y a quelque chose de plutot 
révoltant, et je me demande si vos magasins emploient un mode publicitaire 
pour, ni plus ni moins, induire en erreur le consommateur, car on voit souvent 
sur des boites—il s’agit plus souvent de détersifs—en anglais surtout «29¢ off,» 
29 sous de moins, 45 sous de moins; je me demande si vous tolérez cette pra- 
tique dans vos magasins? Quant a moi, c’est une supercherie. 


Mr. Provost: Unfortunately, Mr. Choquette, whether we like it or not, this 
is the way the product is presented to us. You made specific reference to 
detergents. We do not put the stickers on the box that calls for 15 cents or 29 
cents off. I can say this, that the price we have on our shelves is the price after 
the 15 cents or 29 cents is taken off. We have no control on them. I have no 
comment as to whether we condone it or otherwise. 

Mr. KENNEDY: May I add that it is our policy to make sure that a retail has 
been established on the part of the manufacturer before they bring it in and 
before we will accept from them a cent-off deal. In other words, the 29 cents 
that they put on the package must be an honest 29 cents reduction. 


M. CHOQUETTE: Voici. C’est que, la ot je veux en venir, c’est ceci: proba- 
blement qu’une action concertée de la part des grands magasins a chaine pour- 
rait empécher cette publicité-la, qui est, ni plus ni moins, un mensonge 
flagrant. Car, lorsqu’on annonce un produit pour vingt-cing cents de moins, ou 
quarante-cing cents de moins, ca ne peut pas se faire, comparativement 
aux autres produits qui se vendent a peu prés le méme prix, mais qui n’ont 
pas de «stickers», de collants. Alors, 4 ce moment-la, est-ce qu’il pourrait y 
avoir de la part d’une grande firme comme la vdétre, une action courageuse 
de franchise pour supprimer ce mode de publicité qui, ni plus ni moins, ne 
fait qu’induire le consommateur en erreur en lui donnant un prix alléchant 
comparativement au prix qui doit étre normal? Alors, je me demandais si 
vous accepteriez d’avoir le courage de combattre cette forme de publicité-la, 
ce qui vous rendrait peut-étre plus sympathique auprés des consommateurs. 


Mr. Provost: I am pondering this, Mr. Choquette. It seems to me that, now 
that the large manufacturers of detergents and soap powders, etcetera, will 
have heard this question, no doubt they may take an initial step to do this. I 
would hesitate very much to say that I will get up on a white horse at this point 
and lead a crusade to have the stickers removed. You have a good point. I think 
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that generally the consuming public would rather have a product without this 
type of promotion. However, I am not in the soap business and I have no desire 
to incur the wrath of Mr. Procter or Mr. Gamble. I am merely stating a 
personal opinion. 

Co-Chairman Mr. BASForD: Mr. Procter is coming before the committee. 

Co-Chairman Senator CROLL: May I follow that for a moment. I am not 
going to tell you where this came from, but a check made last week in one of 
the supermarkets indicated that there was for sale, by these weights: 


lbs. OZS. 
33 


POR RRP NNN POD 
-J 


Do you think the consumer, be she college graduate or mathematician, under- 
stands this sort of thing? Does that give her an opportunity to make some 
comparison shopping? 

Mr. Provost: I am sure she would find it most difficult, senator. 

Co-Chairman Senator CROLL: Could this happen in one of your stores? 

- Mr. Provost: Not with our own products. 

Co-Chairman Mr. Basrorp: As a supplementary, would you favour, Mr. 
Provost, as a retailer, the standardization of packaging and the standardization 
of sizes? 

Mr. Provost: Yes. 

Co-Chairman Mr. BasrorD: Thank you very much. 


Mr. Urie: Does the lack of standardization contribute very materially, do 
you think, to the cost of the ultimate product to the consumer? 


Mr. Provost: I do not think so, Mr. Urie. All packages must contain a 
statement of weight and content, of some kind. I hope that Mrs. Consumer can 
read this and, even though comparisons might be rather difficult to make, if she 
really wants to make them I believe she can, difficult as it might be. 


Mr. SMITH: Between other brands, and ounces, in toothpaste, for example? 


Mr. Uris: If Procter and Gamble had five different sized packages, where 
really they could have three, to enable the consumer to compare, that surely 
would reduce costs, would it not? 


Mr. Provost: Here again, Mr. Urie, you are asking me questions that a 
manufacturer would be far better qualified to answer. 


Senator O’LEARY (Antigonish-Guysborough): Mr. Provost, I know you will 
be happy to know that I am interested in your A&P products. Perhaps you have 
already said this—approximately how many A&P labelled products do you 
purchase and sell? 


Mr. Provost: I have not said it, but it is in the vicinity of 110. 


Senator O’LEARY (Antigonish-Guysborough): On Appendix “C” you have 
listed a selected 29 items. Are all of those purchased from Canadian pur- 
chasers—those 29? 
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Mr. Provost: Apart from three items, Senator O’Leary, they are all bought 
in Canada, the exceptions being tea, of course, which comes from Ceylon, 
India; frozen orange juice, which comes from Florida; and raisins from Florida. 
I do not see anything else. 

Mr. Ryan: All your bacon comes from Canada? 

Senator O’LEARY (Antigonish-Guysborough): Of the total of approximately 
110—I do not want you to list them but approximately what percentage of these 
would be Canadian purchased? 

Mr. Provost: This falls within the realm of a question I have been asked 
twice, along those lines, as to what percentage our private brands are in relation 
to our total business. I do not have figures for that. 

Senator O’LEARY (Antigonish-Guysborough): I do not agree. This is an 
entirely different question. What percentage, out of the 110 A&P labelled 
brands, are purchased in Canada? 

Mr. Provost: A great percentage, senator—95 perhaps. Possibly more, 
possibly less. 

Senator O’LEaARY (Antigonish-Guysborough): Thank you. 

Co-Chairman Mr. BAsrorp: Could we have supplied separately—it would 
take too much time to do it now—the names of the national brands in columns 
“A” and “B’”. We will have a lot of the national brands in front of us. 

Mr. Provost: Appendix “C’’, in the form in which I have it, Mr. Basford, 
will be supplied. 

Mr. SALTSMAN: I have a question. 

Co-Chairman Senator CroLL: Mr. Smith is next. 

Mr. SALTSMAN: Mr. Reid Scott has had to leave. 

Mr. SMITH: When you say, “No suppliers from whom we buy are under our 
control”, I presume that statement refers to control by ownership or stock 
ownership. Are you such a big buyer from your suppliers that you exercise 
indirect control over them? 

Mr. Provost: No, sir. 

Mr. SMITH: In the case of the company from which you buy your bread, for 
example, are you so important to that company that you would be able to 
dictate prices and quality to them? 

Mr. Provost: Section 498A of the Criminal Code takes care of that. 

Mr. SMITH: Then in relation to the American parent company, do they 
exercise any control over your purchases of tea and coffee and frozen orange 
Juice and imported items such as those? Are you required to buy coffee beans, 
for example, from any particular company? 

Mr. Provost: We have, within our company, a service division which takes 
care of our purchases of raw coffee in South America. 


Mr. SMITH: Is that the only item? 


Mr. Provost: We have a tea buyer. We have field officers throughout the 
United States, in areas where we require to purchase citrus juices, pineapple 
Juices and things of this nature. They do this buying for us. 


Senator THORVALDSON: When you say “we” you mean the United States 
company and you, the whole group together? 


Mr. Provost: That is right. We avail ourselves of their services. 
Mr. SMITH: But, the quality and price are still the criteria. 

Mr. Provost: Prices are a prerogative, sir. 

Mr. SMITH: And quality also. 
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Mr. Provost: We depend on them, of course. They are experts in that line 
and we depend on them to make sure that the quality is such that we would 
want to offer it to the consumer. 


Mr. SMITH: You mentioned the increase of prices as a result of packing. 
Perhaps you could get one specific piece of information for us at another 
meeting, or at a later date, that deals with Lipton’s soup, which for years and 
years was sold in a heavy tin foil package. It is a dried soup. Suddenly it was 
put up into packages with a very fancy case and was advertised on television 
and radio as ‘‘not falling over on the grocer’s shelves’”’ and so forth and was so 
much more convenient. Can you find out and give us at a later time the price 
increase that resulted from the old way of selling Liptons being changed to the 
new way? Is that possible? 

Mr. Provost: We could give you the cost of the envelope that you mention 
and we can also provide you with a cost of this newer product that you 
mention, sir. 

Mr. SmitH: That is all. I would just like to say that if you ever want any 
recommendation for your own private brands, my wife is a thrifty housekeeper 
and she says that the A & P brands are very good. 

Co-Chairman Senator CROLL: Please, no free advertising. Yes, Mr. Addison? 

Mr. Appison, M.P.: Mr. Chairman, I appreciate the opportunity to ask 
questions although I am not a member of the committee. I was interested in Mr. 
Provost’s answer to Senator Choquette. I believe he stated that their advertising 
budget was less than one per cent of sales. Is that right, Mr. Provost? Does the 
total amount of advertising, in other words, the advertising bills on co-operative 
advertising, does this pass through your company? Or is the co-operative 
advertising bill separate? 

Mr. Provost: This passes through our company. We do our own advertis- 
ing, Mr. Addison, our own layouts. We do not have an agency. 

Mr. AppIson: What I am getting at is, if you are advertising a national 
brand or taking a page in the newspaper, I understand that in some cases 
national brands that are being advertised will pay for a portion of the ad in the 
newspaper. Now, does the portion of the ad in the newspaper pass through your 
company or does the national brand bill directly through their own agency? 

Mr. Provost: Mr. Kennedy, would you care to comment on that? That is 
your field? 

Mr. KENNEDY: I am not too sure that I understand your question. They 
have—and when I say “they,” I am talking now of national advertisers, whether 
Soap or anything else—they have moneys that they use on a co-operative basis 
and on an equal basis with all of our competitors, because of Section 498A of 
the Criminal Code, which states that they may not give us an advantage over 
someone else. Now, we have various vehicles, radio, if you wish, street car 
cards, newspaper ads, circulars and so on, and they will come to us and ask for 
support of a product during a week in September, and, if there is no conflicting 
item, then we will accept this advertising from them. 

They put this in writing to us that this is available to all buyers of like size 
and quantities. It is processed by our purchasing department to make sure that 
it is legal in every respect, and we in turn live by the contract, if you wish, as it 
is accepted. 

In other words, if they require in return for the amount of money they are 
going to spend with us a future retail, we provide that to them. If they stipulate 
the size of the ad, this is also provided to them. 


Mr. AppIson: I would just like to ask this: from what I gather from your 
answer it is that the less than one per cent advertising cost on your national 
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sales figure includes the co-operative advertising dollars that are paid to you to 
produce the ads which appear. Is that correct? 

Mr. Provost: This is correct. 

Mr. AppISON: That is the total cost? 

Mr. Provost: It is the net cost. 

Co-Chairman Mr. Basrorp: What happens to the company that refuses 
to co-operate on such ads? The manufacturer? 

Mr. Provost: What happens to the company who refuses? 

Co-Chairman Mr. BAsrorpD: Who is not prepared to enter into the transac- 
tion. 

Mr. Provost: I presume they go elsewhere and make the offer to someone 
else. One is not compelled to take these offers, to participate, Mr. Basford. 

Co-Chairman Senator Crouu: Let me understand this clearly. A company 
advertises in your page for one of his products. The cost of that portion of the 
advertisement is $4,000 or say $1,000, for that particular issue. Perhaps $1,000 is 
nearer the mark. Now, he pays you the $1,000 that you pay to some agency for 
the ad. Is that right? 

Mr. Provost: Right. 

Co-Chairman Senator CROLL: That is what happens. 

Mr. Provost: That is right. 

Co-Chairman Senator CROLL: That is what you are saying. 

Mr. Provost: In effect, they are buying a service from us, and we render 
the service they dictate. 

Mr. AppIsoN: Does the one advertising receive contributions from the 
national advertising company, or rather, from the nationally advertised brand? 

Mr. PRovost: Yes, sir. 

Co-Chairman Senator CROLL: Well, gentlemen, take a look at the clock, and 
when I take a look at my list here I see that the next person on my list is my 
Co-Chairman Mr. Basford. 

Co-Chairman Mr. BASFoRD: I will pass for the moment. 

Co-Chairman Senator CROLL: Then there is Mr. Leblanc, Mr. Allmand and 
Mr. Saltsman. 

M. LEBLANC (Laurier): Je me référe aux deux états qui ont été distribués 
aprés que nous avons commencé a siéger et qui sont marqués confidentiels, 
sur l’étude «Personnel, Operating and Maintenance»,—je remarque que depuis 
1961, il y a augmentation dans le pourcentage,—en 1961-1962, .0028 et ainsi de 
suite, jusqu’en 1965 inclusivement. Or, je remarque, en 1966, pour 31 semaines, 
le pourcentage a baissé de .009. Je remarque le méme phénoméne sur le 
«profit aprés impdét»,—«profit after tax»; le profit augmente jusqu’en 1965 
inclusivement. Mais, en 1966, le pourcentage diminue de .0020. 

Cependant, je remarque qu’en 1966 les ventes ont été approximativement 
$4,200,000 par semaine et, en 1966, $4,500,000 par semaine. Or, je constate 
une augmentation dans les ventes. J’ai de la difficulté a réconcilier le fait que 
les dépenses diminuent, que les ventes ont augmenté et que le profit aprés 
impot a diminue. 

Il y aurait peut-étre explication dans l’impdt supplémentaire de 5 pour 
100, qui pourrait peut-étre entrer en ligne de compte, si on le considére comme 
impot, et non pas comme compte recevable dans les 18 millions du gouverne- 
ment. 

En plus, j’aimerais savoir sur le profit en 1965,—quel pourcentage de 
rendement sur le capital peut-il figurer? 
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Co-Chairman Senator Crouu: Mr. Leblanc, that is not only an important 
question but is a long question and will require quite an answer. Would you 
mind if I permitted Mr. Provost to answer it in writing, because he will be back 
here at a later time. Is that all right? 

Mr. LEBLANC (Laurier): I agree. 


Co-Chairman Senator CROLL: Will you read it back to us, Mr. Leblanc, so 
that we will understand the question completely. 

Mr. LEBLANC (Laurier): What I am saying is this: On the statement that 
has been distributed to the members of the committee, “Trend of Personnel, 
Operating and Maintenance Costs 1961 to Date’’, I notice that from 1961 to 1965, 
inclusive, every year the percentage of expenses has increased. Now if I refer to 
the statement of sales and profits, after taxes, for the same years, I find the 
same thing happened, that is that the percentage of profit after tax has 
increased. Now in 1966 the expenses for personnel, operating and maintenance 
have decreased by .009, and the profits after tax have decreased by .0020. Now 
if I take the 1965 sales figure and divide it by 52 it gives approximately 
$4,200,000 a week. If I make the same calculation for 1966 for 31 weeks, I 
arrive at about $4,500,000 sales a week. What puzzles me is this: The sales 
increase and the expenses decrease and the profits after taxes decrease. I am 
not able to reconcile that. If you increase your sales and if your expenses 
decrease, of course your profits must increase. 

Mr. Provost: It is simply this: We are selling our food at a little less 
markup. 

Mr. Lesuanc (Laurier): Then the increases in the sales would be in the 
volume only. The increases in the sales from 1965 to 1966 would be accounted 
for only by the relation of volume you are getting and not for the increases in 
prices? 

Co-Chairman Senator CROLL: It isn’t quite that. He has not got your 
question clearly, Mr. Leblanc. Can you word it differently? 

Mr. Provost: If we can have the question in the transcript, we shall be glad 
to answer. 

Co-Chairman Senator CROLL: They will take it from the transcript and 
answer then. 

Mr. LEBLANC (Laurier): That will be all right. 

Co-Chairman Senator CroLu: Mr. Allmand. 

Mr. ALLMAND: Mr. Provost, in looking at the list, one looks at the 
comparison of retail markups, and looking at Appendix ‘“C” I notice certain 
things. There are 29 items on that list, and I notice that in 15 of these items the 
price in 1966 is either the same as or less than it was in 1965. That is in 15 items 
out of 29. It would appear that the prices have not really gone up as between 
1965 and 1966. In fact it would seem that they have almost remained steady or 
gone down. What was the basis for the selection of this list? 

Mr. Provost: The questions sent to us by the special assistant read: “Some 
typical examples of the recent history of the retail markups on approximately 
30 commonly purchased items such as,” etc. These are all commonly purchased 
items, and these are items being used and which most consumers would have in 
their market basket—sugar, coffee, corn flakes, canned goods of all kinds, baby 
foods, ete. 

Co-Chairman Senator CROLL: That is what we commonly agreed to call the 
basket. Mr. Allmand was in on the steering committee where we agreed on this. 


Mr. ALLMAND: Which department in your store makes the highest profit? 
Mr. Provost: Fruits and vegetables. 
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Mr. ALLMAND: What makes the least profit? Is this fresh fruits and vege- 
tables? 


Mr. Provost: The dairy department is one that makes a very low profit 
because of certain items such as butter, cheese, milk, which are all commonly 
sold— 

Mr. ALLMAND: You are talking about the low profits department? 

Mr. Provost: This is what you asked. 

Mr. ALLMAND: Are there any departments in which you take a loss? 

Mr. Provost: We never purposely take a loss on anything. 

Mr. AtLManp: In Appendix ‘“D” you have a comparison of prices with your 
competitors. I wonder if you can give me the names of competitors “A” to “E”’. I 
don’t know the names, and I was wondering if in the case of these competitors 
“A” to “E” your store has better prices than they have in every instance. I was 
wondering also if there are any major stores not on that list that are lower. 
Could you give me verbally the names of those six stores? 

Mr. Provost: You want to know the name of, for example, Competitor “A”. 


Mr. ALLMAND: The consumers in my constituency would be interested. 
They would probably flock to your store. 

Senator THoRvVALDSON: Mr. Chairman, I do not think a question like that 
should be allowed unless it is shown to be relevant to this inquiry. 

Mr. ALLMAND: I think it is relevant. This Appendix ‘‘D” shows a compari- 
son of prices for A & P and other stores. It shows that A & P have lower prices in 
a very high range of goods as compared with its competitors. I think the public 
would like to know who the competitors are that have higher prices. Competitor 
“A” has 63 per cent items with higher prices than A & P. 

Senator McDonaLp: I agree with Senator Thorvaldson. I think it is not a 
fair question. We are going to have these competitors before us. I expect that 
some member of the committee will ask for similar material to that included in 
Appendix “D’”’, and I think we can get our answer without referring to So-and 
so and So-and-so. 

Mr. OuLson: The other problem that I see arising is this: If the name is 
given then we almost certainly have to have the date on which the prices were 
checked, and it would be a pretty involved list. 

Co-Chairman Senator CROLL: We are now doing some comparative shop- 
ping by the committee, and perhaps we will have the answer you want, Mr. 
Allmand, and in any event we will be able to deal with this matter again when 
they come back next time. 

Mr. ALLMAND: I am not satisfied with that. I don’t see why he cannot give 
the answer if I promise like others to ask the same questions of others who 
appear before us. 

Co-Chairman Senator CROLL: I do not feel I can rule the question out of 
order. : 

Mr. ALLMAND: I agree with Mr. Olson, and if they want to give the date, 
fine. 


Co-Chairman Senator CROLL: No, let him give it, and the date. 


Co-Chairman Mr. BAsrorp: I dislike disagreeing with you, senator, but I 
think Mr. Provost is here to answer questions for his own company and not 
others. 


Mr. ALLMAND: But he filed it in his exhibits. 
A MEmMbBEeER: I think it is a pretty self-serving appendix. 


Co-Chairman Mr. BASForD: The committee has had approaches to it to do 
comparable buying by a firm that does this business, and I think Mr. Allmand 
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would be better to suggest to the steering committee that a firm be hired and 
that we prepare our own statement, rather than have one which is self-serving. 

Mr. ALLMAND: You are beginning to put restrictions on questions, Mr. 
Chairman, and I will not withdraw it, but if you want to rule it out of order— 

Co-Chairman Senator CrRoLL: No one is placing any restrictions. You are 
insisting on asking the question, and you will get the answer. 

Senator THORVALDSON: I think it is an intolerable situation, if the committee 
is going to operate that way. I would not like to see this adopted as a principle, 
because we may be in fields where questions are asked that are entirely unfair 
to other people. The evidence here is not under oath and, consequently, I do not 
think we need to do anything to hurt people where the answer cannot be of any 
value to this committee at the moment. 

Co-Chairman Senator CROLL: But, Senator Thorvaldson, we did not ask for 
this information: this information was offered to the committee; it is part of the 
brief. He says, “You put something in your brief. What were you talking 
about?” 

Mr. ALLMAND: I want to know, for example, if those are in my province. 

Co-Chairman Senator CRoLL: How can I possibly rule it out of order? He 
said, “This is your brief, and this is ‘A’, ‘B’, Dyan et tink It ois get 
proper question. 

Mr. ALLMAND: The “A”, “B”, “C” and “D” may have pinky stamps. 

Co-Chairman Senator CROLL: Do not talk yourself out of it; you are ahead 
at the moment. 

Mr. Otson: Depending on who the names of “A”, Cee ee, Ld) AAR to, 
are, they will challenge the checks and they will want to know the dates the 
checks were alleged to have been made on. 

Co-Chairman Senator CROLL: He is going to give them the dates and the 
times. 

Mr. Provost: This price check was made by the Ambler Pricing Service, 
which is an outside source, on September 14, 1966. 

Competitor “A” is Loblaw’s; competitor “B” is Dominion in Ontario; 
competitor “C” is Steinberg’s in Ontario; competitor ‘“D” is Dominion in the 
Province of Quebec; and competitor “E” is Steinberg’s in the Province of 
Quebec. These are our main competitors. 

Senator MCDONALD: What is the name of the company that conducted the 
survey? 

Mr. Provost: The Ambler Pricing Service. This is a service we buy and pay 
for. 

Mr. Smurtu: Is that for Toronto or all Ontario? 

Mr. Provost: Metropolitan Toronto. 

Co-Chairman Senator CROLL: It is not all Ontario, I want you to know that. 


Mr. Provost: No, it is not all Ontario. 


Mr. ALLMAND: Another question, Mr. Provost. You told me which depart- 
ments make the highest profits for you and what are the lines. Could you tell 
me how your private brands compare for profit with the national brands? Do 
you generally make a lower profit on your own brands or a higher profit, 
despite the fact the prices are lower? 


Mr. Provost: Pretty generally, the mark-up will run the same on our 
private brands versus the nationally advertised brands. In some instances we 
make a little more on private brands because the cost is slightly lower. 


Co-Chairman Senator CROLL: Gentlemen, take a look at the clock. We are 
not going to finish anyway. Do not forget the witness has been sitting here since 
24996—3 
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3 o’clock answering questions. It is not easy for a man who is not in the habit of 
doing that, and he has done very well indeed. 

I want to thank you very much for your co-operation; you have been very 
helpful. 

Hon. MEMBERS: Hear, hear. 

Co-Chairman Senator CROLL: We have a problem; we are trying to get to 
understand it and find some solution, and you have been very helpful. We are 
going to study the record and some of the further information you will be 
sending to us. 

We have done you one good turn, I want you to know. We have almost 
5,000 subscribers to the record of today, and they will all see the prices you 
charge and compare them to the other prices. We will not charge you anything 
for that at all; that is free advertising. 

Thank you very much. We will be in touch with you soon. 

Mr. Provost: Thank you, senator, and thank you, Mr. Basford. 


Whereupon the committee adjourned. 
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Appendix “A” 


This A&P Rain Check entities you to purchase the following at today’s 
special price: 
ITEM SPECIAL PRICE 


ES 


it is A&P policy to always have an 
ample supply of any advertised special. 


But this item was even more popular 
than we anticipated. We apologize for 
any inconvenience caused you. 
(store stamp) 


Manager 


This “‘rain check” is good for one week from above date. 
NOTE: Redeeming store should show redemption date & store stamp. 
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Appendix “B” 


who cares 


if the ‘Special is sold out by the time you get there? 


PECIA 


When we advertise a “‘special,” 
we're careful to have an ample 
supply at your A&P Even if it’s 
a Super-Right meat “‘special’’! 


What could be more special? 


Still, a “special” can sell better 
than our best expectations. 

But we refuse to hide behind 
that fact. 


NN 


We don't expect you to race to 
your A&P at the crack of dawn, 


AL 


If we do run out, we'll give 
you the item at the special 
price the following week. 

Just ask your A&P Manager 
for a “rain check.”’ We never want 
to disappoint you. Never. 


When you buy pre-packed 

meat do you wonder about the 
side you can’t see? What it looks 
like underneath? Don’t! We’ve 
solved your problem. 


A&P where it’s safe to buy 
side unseen. 


Appendix “B’ 
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We pack our meat with the 

best side down. What’s beautiful 
meat on top is as nice or nicer 
on the bottom. You like the 


Bottoms up it’s as good ...or better! 


we care 


Continued 


Beside the Super Right 
Quality—beside our money 
back guarantee—one of the best 
sides of all is the savings. 


by Ae 
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Appendix ‘’B’”—Continued 


Today, when a product 
doesn’t live up to its prom- 
ise, who cares? 

And when you take the 
trouble to express your dis- 
appointment, who cares? 

Perhaps it’s naive of us 
to expect everyone to care 
all the time. (We know how 
common it is to hear people 
say, ‘I couldn’t care less.’’) 

But we'd like to make 
one thing clear: 

We care. 

At A&P 


When you buy anything 
at A&P that doesn’t meet 


your expectations, tell us. 


We'll do more than refund 


your money promptly. 


We'll turn around and goto 
work on the problem—and 
pursue the matter right to 
the source. 

When a product doesn’t 
keep its promise, we care. 

And—when you take the 
time and trouble to tell us 
about it, we care. All the 
way to the top. 


who 
cares 


In fact, if you have any 
comments on any product 
we sell—we welcome you 
to write the top. We mean 
it. Write to: 


Mr. G.N. Provost 
President 

The Great Atlantic and 
Pacific Tea Co., Ltd. 
PO. Box 68, Terminal A 
Toronto, Ontario 


That way you can help 
all of us at A&P to serve 
you better. 


we care 
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NATIONALLY 

ADVERTISED 
A&P BRANDS AND RETAILS BRANDS 

A B 

OCA UECL NOMEN) POT oh bd cain, Re vio wlan baad Me viakee ace PORE ae oes 4/59 2/37 3/46 
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instant: COmeey GO7: sae gee ee eee ee eed eS. .89 EPA leo 
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REO PAARL he fs Sivlcd Bicie nd Ce AEs cu. SE bie a oehynn ag EU ES 12/95 2/31 6/65 
PeOse SLICES, 1/28 oe IE SO LOS OR wee... LER ET “35 41 Al 
PeeEeye OSlMion, 1/27... eee Me ae Ae es Re oe he ee .63 . 69 . 69 
meenrpose Flour 257.) Ane ee Me OO. PST, os OE Pe, 1.99 2.59 2.63 
Mats OUNCE CY ROE es So aes Soe n H aA Oi Mie dee es ee oes 3/$1. 41 41 
EOE CACNOS, 407.1 Shiels dc ko Mcaecr nie soar ee Spee ee Ge et 2/55 2/59 29 
ey SLE Saks gr A011 a EE Ae ee Be re: 1 1.29 1.89 1.33 
SPP TCG CS) ARE Soe I oe Ek Pee Og RR rl tia dehy nt Para .28 29 
TLE LSS Se aM ORR A eres Pn oe eS 2 LP gain te Nee a een a son 45 45 
RRR t otis ches OMA BENG 2 6c a hate: Kins Vink eS ONES AOA A Ee .39 .49 53 
mM) NOG ie a Sey ee a as 4 ora 5 ck «SE OE EE we vn ens 2/43 2/45 26 
ME CORE OUD OGZ aac tere a) Lies iy see ee aie Pete & Aaa E weeds ecies 4/47 6/89 2/29 
| HIG SEIN iso ee oy eee", Ca an a 2/35 2/47 2/47 
RMON LOD eriegl cl tel, Sra ce, also Piste ats MO id eos he isis, iw 2/33 Die 2/41 
ECS A DO OE ae co eeu cya oe Ce Lees ee eee Bek VERE Bina 2/41 2/45 2/45 
INecronMlCan SACS OU) Set feat tee ete ak he ees os tye er A git a a .65 87 .87 
PES SECS INU ONE: 00) SRB oe YS rg ai I Ne AAI kN ga .25 .29 .29 
Bee LO aca ca sgh aes’ ks cactghi%s 5: salts cin apa ing a «a .95 1.09 1.09 
Pre A)nange Juice, GOLA. Ay Awe At ns 5 tect feeds Teak Motte 5 a BB 4/89 2/47 2/49 
TOES Tas CORY) TSN tp) Se a Roath cM si mE a aR GT SN gee, et 2/43 2/45 2/49 
FISTS, LOPE GLOSS al O02 25 4! e 5 ae 8 die seas oa «a cetmmene peices emprsiaee Pitas cee oo .39 rai) 
Gr. Fruit & Pineapple, 480z....... er NE eee NS RS CEE ge, o? Spi 41 .39 
Sail Liq. Soap, 2402.25.02... kD ERE. LEE BF PRB SE .45 89 .89 
Me INO ROCCE ANE Wai a ot Ot Oe ca gioe fs vath emt cnn crc 2/43 2/51 29 
Ie APC CRO HS DPEAG LUD Zo. oc. sy thas cw 8 Te oes scald ow ap wiles a wep .69 Ae to 
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Appendix “D” 
PRICE CHECK 


Competitor 


# Items 
Checked 


2364 
2433 
2273 
1070 

967 


# % 
Same as A&P 


Higher than A&P 


# 7% 

683 29 1498 63 
1317 54 911 34 
1116 49 882 39 
463 43 512 48 
457 47 408 42 


Lower than A&P 


# 0 
183 8 
205 12 
275 12 

95 g 
102 11 
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MEMBERS OF THE SPECIAL JOINT COMMITTEE OF THE SENATE AND 
HOUSE OF COMMONS ON CONSUMER CREDIT 
(PRICES) 


For the Senate 
Hon. David A. Croll, Joint Chairman 


the Honourable Senators 


Carter, Hollett, Thorvaldson, 

Croll, McDonald (Moosomin), Urquhart, 

Davey, McGrand, Vaillancourt—(12). 
Deschatelets, O’Leary (Antigonish- 

Hastings, Guysborough), 


For the House of Commons 
Mr. S. Ron Basford, Joint Chairman 


Members of the House of Commons 


Allmand, Duquet, Nasserden, 
Andras, Gray, Olson, 

Basford, Irvine, Otto, 

Cashin, Leblanc (Laurier), Ryan, 

Choquette, Lefebvre, Saltsman, 

Clancy, Mandziuk, Scott (Danforth), 
Code, McCutcheon, Smith, 

Crossman, McLelland, Whelan—(24). 


36 members 
Quorum 7 


SUPPLEMENTARY ORDERS OF REFERENCE 


Extract from the Votes and Proceedings of the House of Commons, 
September 9, 1966:— 

“Mr. Sharp, seconded by Miss LaMarsh, moved,—That the Joint 
Committee of the Senate and House of Commons appointed by this House 
on March 15, 1966, to enquire into and report upon the problems of 
consumer credit, be instructed to also enquire into and report upon the 
trends in the cost of living in Canada and factors which may have 
contributed to changes in the cost of living in Canada in recent months; 

And that a Message be sent to the Senate to acquaint Their Honours 
thereof and to request the concurrence of that House thereto. 

And the question being proposed; 

Mr. Pickersgill, seconded by Mr. MclIlraith, moved in amendment 
thereto,—That the motion be amended by striking out the words “by this 
House on March 15, 1966”’ where they appear in the second line thereof 
and by inserting in the motion as the second paragraph the following: 

“That the Committee have leave to sit notwithstanding any ad- 
journment of this House;”’. 

And the question being put on the said amendment, it was agreed to. 

After debate on the main motion as amended, it was agreed to.” 


Extract from the Votes and Proceedings of the House of Commons, October 
7, 1966:— 

By unanimous consent, Mr. Basford, seconded by Mr. Allmand, 
moved,—That the First and Second Reports of the Special Joint Com- 
mittee on Consumer Credit and Cost of Living, presented to the House on 
Friday, April 1 and Thursday, October 6, 1966, be concurred in. 


After debate thereon, the question being put on the said motion, it 
was agreed to. 


Accordingly, the said Reports were concurred in and are as follows: 


FIRST REPORT 


Your Committee recommends that seven (7) of its Members consti- 
tute a quorum, provided that both Houses are represented. 


SECOND REPORT 


Your Committee recommends that the House of Commons section of 
the said Committee be granted leave to sit while the House is sitting. 


LEON-J. RAYMOND, 
Clerk of the House of Commons. 


Extract from the Minutes of the Proceedings of the Senate, September 13,. 
1966:— 


“The Honourable Senator Connolly, P.C., moved, seconded by the 
Honourable Senator Hugessen: 

That the Senate do agree that the Joint Committee of the Senate and 
House of Commons appointed to enquire into and report upon the 
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problems of consumer credit, be instructed also to enquire into and 
report upon the trends in the cost of living in Canada and factors which 
may have contributed to changes in the cost of living in Canada in recent 
months; and 

That a message be sent to the House of Commons to acquaint that 


House accordingly. 


After debate, and— 
|: The question being put on the motion, it was— 
- Resolved. in the affirmative.” 
. J. F. MacNEILL, 
Clerk of the Senate. 


MINUTES OF PROCEEDINGS | 
TUESDAY, October 18, 1966. 
Pursuant to adjournment and notice the Special Committee on Consumer 
Credit (Prices) met this day at 9.30 a.m. 


Present: For the Senate: The Honourable Senators Caen Croll (Joint 
ear) McDonald (Moosomin) and Thorvaldson—4. 


For the House of Commons: Messrs. Allmand, Bastard (Joint jaca 
Choquette, Leblanc (Laurier), Lefebvre, McCutcheon, McLelland, Nasserden, 
Olson, Ryan, Saltsman, Scott (Danforth), Smith and Whelan—14. 


In attendance: Dr. R. Warren James, Special Assistant; Mr. Marcel Joyal, 
Q.C., Associate Counsel; Mr. Jacques L’Heureux, C.A., Accountant; Mr. John J. 
Urie, Q.C., Counsel. 


The following were heard: 


Dominion Stores Limited: 
Mr. Ivor Crimp, Vice-President, 
Corporate Projects. 
Mr. R. F. Chisholm, 
Executive Vice-President. 
Mr. J. S. Feggans, Vice-President, 
Advertising and Public Relations. 
Mr. T. G. Bolton, 
Director of Strategic Planning. 


Mr. N. H. Shaw, Q.C., 
Vice-President & General Counsel. 


Mr. John Nestor, 
Manager of Research. 
At 1.00 p.m. the Committee adjourned. 


At 3.00 p.m. the Committee resumed. 


Present: For the Senate: The Honourable Senators Carter, Croll (Joint 
Chairman), Deschatelets, McDonald (Moosomin), O’Leary (Antigonish- 
Guysborough) and Thorvaldson—6. 


For the House of Commons: Messrs. Allmand, Basford (Joint Chairman), 
Choquette, Leblanc (Laurier), Lefebvre, Mandziuk, McCutcheon, McLelland, 
Olson, Saltsman, Smith and Whelan—12. 


In attendance: Dr. R. Warren James, Special Assistant; Mr. Marcel Joyal, 
Q.C., Associate Counsel; Mr. Jacques L’Heureux, C.A., Accountant; Mr. John J. 
Urie, Q.C., Counsel. 


The following were heard: 
Steinberg’s Limited: 


Mr. Sam Steinberg, President. 


Mr. A. Steinberg, 
Vice-President and Treasurer. 
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Mr. Jack Levine, 

Vice-President and General Manager, 
Quebec Divison. 

Mr. Nathan Steinberg, 

Senior Vice-President. 

Mr. James M. Doyle. 


Tables submitted by Professor E. P. Neufeld in his presentation on Sep- 
tember 29, 1966 (See Vol. No. 3) are printed herewith as Appendix No. 9 to 
these: proceedings. 


At 6.05 p.m. the Committee adjourned until Thursday next, October 20, at 
9.30 a.m. 


Attest. 
John A. Hinds, 


Assistant Chief, 
Senate Committees Branch. 


THE SENATE 


SPECIAL JOINT COMMITTEE OF THE SENATE AND HOUSE OF 
COMMONS ON CONSUMER CREDIT 


EVIDENCE 
Ottawa, Tuesday, October 18, 1966. 


The Special Joint Committee of the Senate and House of Commons on 
Consumer Credit met this day at 9.30 a.m. 

Senator David A. Croll and Mr. Ron Basford, M.P., Co-Chairmen. 

Co-Chairman Mr. BasrorD: Order, please. The members of the committee 
will please come to order. 

This morning we have as witnesses the representatives of Dominion Stores 
Limited. On my immediate left is Mr. Ivor Crimp, Vice-President, Corporate 
Projects; next to him is Mr. R. F. Chisholm, Executive Vice-President; and next 
to him Mr. J. S. Feggans, Vice-President, Advertising and Public Relations. 

This is the first appearance of Dominion Stores Limited, and some wit- 
nesses we shall recall at a later date, this being in the nature of a preliminary 
hearing. 

Without further ado, I would call upon Mr. R. F. Chisholm. 


Mr. Robert F. Chisholm, Executive vice-president, Dominion Stores Limited: 
Thank you, Mr. Chairman. 

Honourable members of the Senate and House of Commons committee, in 
an endeavour to collaborate as fully as possible with this committee, we thought 
it would be useful if we prepared a fairly comprehensive series of notes in 
French and English, which I hope are in the hands of all the members of the 
committee now, together with our own company annual report in French and 
English also. Mr. Crimp is going to lead us through these notes, and we felt that 
in the interest of getting through as much material as possible in the time 
available that it might be in order if we allowed him to read right through 
these notes and show us briefly the exhibits that we have. He has then a special 
presentation on this much discussed subject of beef, beef prices and pricing, 
and this, we believe, will leave the maximum amount of time for questions and 
answers. 


Without further comment then, I will call on Mr. Ivor Crimp. 


Mr. Ivor Crimp, Vice-President, Corporate Projects, Dominion Stores Limited: 

Honourable Messrs. Chairmen and Honourable Members of the Com- 
mittee, it is a pleasure for me to represent Dominion Stores Limited before 
you. I will proceed at once to read our notes, of which I trust you all have 
copies. 

1. Our industry and our Company welcome the opportunity to collaborate 
with the Special Joint Committee of the Senate and the House of Commons on 
Consumer Credit inquiring into the trends in the cost of living in Canada and 
the factors which have contributed to the changes in the cost of living in recent 
months. These notes are intended to indicate the measures taken towards 
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efficient distribution of quality food products, having in mind the lowest 
possible cost to the consumer, even during this period of added costs. The date 
and commentary are presented in accordance with suggestions from the com- 
mittee but we have taken the liberty of adding some material and commentary 
which, we hope, will be helpful. 

2. The subject of inflation and rising food costs is being exhaustively 
examined at the present time; at the moment our company is collaborating with 
the following provincial agencies and inquiries: 

Ontario Department of Agriculture and Food, Ontario Food Council, 
Study of Beef Retailing Margins in Toronto Chain Stores 1965. 

The Royal Commission on Agriculture in Quebec, Research Group on 
Fruits and Vegetables. 

The Royal Commission inquiry on Agriculture in Quebec (Meat & 
Poultry). 

Newfoundland Royal Commission on Prices of Food & Drugs. 

Newfoundland Royal Commission on Economic Prospects. 


3. Food costs have been influenced by: 
Higher purchase price to retailer 
Improvement in the nature of products (e.g. upgrading quality) 
Higher operating expenses. (See Exhibit “A’’) 


4. Information obtained from the D.B.S. wholesale food price index shows 
that the food retailer’s pricing structure is reflecting higher original costs in 
accordance with a normal business pattern. (See Exhibit “B’’) 


Do. (a) Comments concerning specific products whose retail prices have 
caused concern. 


BEEF: Contrary to press and public opinion retailers have not been 
benefiting unduly from higher prices. As noted by Mr. R. K. Bennett in his 
paper to this committee the costs have been rising whereas margins have been 
held to traditional levels, having due regard for rising expense ratios and 
advertised specials required. (See Exhibits “C1” and “C2”) 


PORK: Costs to our company from Marsh to September 1966 of the most 
popular cuts including loins, shoulders plus number one sliced bacon have 
increased on the average and prices have moved up accordingly. However, 
because of running specials on bacon for 22 weeks out of the last 32 our margins 
have declined to some extent. And note that we do not buy carcass hogs. (See 
Exhibit *‘C3” ) 


WHITE BREAD: No advance in cost or selling price between March and 
October 1966. 


CITRUS: All citrus cost prices are expected to be down at the wholesale level 
this fall barring hurricanes and frost and this reduction will be reflected in 
lower consumer prices. Some citrus products such as oranges cost less today 
than a year ago. (See Exhibit “C4’’) 


TOMATOES: Canned tomatoes and tomato juices are expected to be higher in 
price at the grower and processor level due to a short crop caused by drought, 
and in some cases too much rain, in 1966. This will be matched by an increase in 
consumer price in due course according to normal season-to-season trading. 


POTATOES: Another example of price fluctuation reported by D.B.S. shows a 
29 per cent increase in potatoes during 1965 and a 22 per cent decrease in the 
first seven months of 1966. (See Exhibit “C5’’) 
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BUTTER: According to the butter trade, butter could be imported right now, 
we are advised, from France, New Zealand, Denmark, and Poland at a price 
much below our current domestic current levels. Because the federal Govern- 
ment controls the price of butter the price to the retailer would still presumably 
be 63 1/2 cents in the interest of supporting the domestic producers. Retailers’ 
prices have been revised traditionally, precisely in line with Marketing Board 
decisions. 


EGGS: Cost and selling prices have moved up and down in parallel lines over 


recent months in the same way as they have done over many years. (See 
Panto. C6” ) 


CHICKEN: In Ontario, consumer prices on chicken began their current rise in 
the spring of 1965. At this time, the Marketing Board, under the authority of 
the Department of Agriculture of Ontario, gave chicken producers a higher 
price for their product. Overall, the retail mark-up has remained relatively 
constant. (See Exhibit “C7’’) 


MILK: Prices are controlled by Government agencies. Supermarket gross 
margin before expenses currently runs about 10 per cent. And here I am making 
specific reference to the most economical package of milk, namely, the three- 
quart jug of homo, 2 per cent and skim. 


TOBACCO AND CIGARETTES: While this committee is primarily interested in 
the price of foods, there are several items that contribute substantially to 
weekly family food costs, which are not foodstuffs. For example, the commodity 
that ranks number one in grocery sales in most large supermarkets is tobac- 
co—largely cigarettes. In many stores tobacco sales account for almost 5 per 
cent of total grocery sales, compared, for example, with about 3 per cent for 
eggs. 


PET FOODS: Another anomaly amid the current concern over food prices is 
the fact that Pet Foods ranked No. 19 in a recent survey of grocery product 
movement, representing greater sales volume than such items as soups, pickles, 
jams, and jellies, and far ahead of such a daily necessity as sugar, which 
ranked 35th in grocery sales volume. It is a commentary on our affluent society 
when more money is spent on Pet Foods than on some of the common every day 
family foods. 

The foregoing examples illustrate in brief some of the varied and complex 
causes, including both national and international, influencing the final price 
which the consumer pays. 


5. (b) Specials are arranged from week to week based on popular seasonal 
foods and made possible usually through sizeable advance buying or accepting a 
lower-than-normal mark-up to maintain the popularity of the store. Broilers, 
beef, turkeys, ice cream, soups, pies, cigarettes, bananas, sugar, eggs. are 
examples of specials advertised by many stores. 

(c) Mark-up history on some typical items is shown as requested in Exhibit 
ak Gr Sade 

(d) The Ontario Food Council, following a recent study of beef gross 
margins in retail food chain stores in Toronto reported as follows: 


The consumer is not paying too much for beef: 
in relation to costs and services involved, nor, 
in relation to increase of salaries and standards of living. 
The consumer complaints about high prices may revolve around 
two reasons: 


related in her own mind with prices of many years ago, not 
realizing its present relationship to earnings, 
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meat is probably the largest and most important item in her 
total food budget. 


No one segment is taking excessive profits from marketing of beef. 


That more exacting details should be obtained on retail pricing and 
merchandising. 


We have some data in connection with that. 


—In view of this the average beef retailing margin of 22 per cent in six 
Toronto chains during 1965 was not excessive, considering the cost of 
handling beef, relative to other fresh meats. 


6. In the past few years there has been a definite trend away from foods 
requiring considerable “in home” preparation to convenience foods such as 
frozen foods and instant foods which save the housewife time but generally 
have a higher unit cost. We can cite examples here of complete frozen dinners, 
instant coffee, dehydrated meals and now even freeze dried foods. Obviously, 
since these foods have a built-in maid service they must cost more since the 
consumer is now buying the basic food plus a service. The large scale accept- 
ance of these products acclaims their place on our store shelves. 


7. The quality of merchandise is continuously being improved. One example 
is better packaging of bread. Poly wrapping of bread adds to the cost of bread, 
but keeps the bread fresh longer. Quality changes such as this tend to make 
price comparisons over a period of time invalid. A time honoured example also 
is what has happened to the sand in spinach. (See Exhibit AID bay 


8. In passing, it might be noted that the so-called family food basket today 
purchased at the supermarket contains a good many items which cannot be 
classified as food, i.e. health and beauty aids, hardware, soft goods, and other 
general merchandise. These products were not in evidence as much in super- 
markets a few years ago but now tend to exaggerate the so-called family food 
bill. 


9. We believe we are in the midst of a subtle change in the nature of 
inflation, from the type of inflation associated initially with excessive demand to 
a type initially associated and sparked first by rising costs. A good example can 
be cited in the shortage of labour driving up the price paid for labour, which 
eventually drives up the final price paid by the consumer for a product. Our 
own company is no exception, with wages representing the largest component in 
the inflationary force, being about 50 per cent of our total operating expense. 
(See Exhibits “E1” and “E3”’) 

In our present system of distribution, the human element is proportionately 
more important than in factory or field production. Unless drastic cultural 
changes take place, distribution cannot lend itself as favourably to the applica- 
tion of increasing mechanization as in other fields. Consequently, improvements 
in wages and benefits which quite properly accompany our rising standard of 
living, cannot always be offset by improvements in distribution efficiency. Thus, 
it would be expected that in the long run, the distribution segment will be more 
subject to inflationary pressures than other areas. 


10. Increased taxation has a mounting influence on operating costs and, 
therefore, pricing structure. Taxation at the federal, provincial and municipal 
levels has had a bearing on rising consumer food prices. (See Exhibit “F’’) 


11. Building costs have recently taken a substantial jump and must be 
considered as an impetus towards higher prices. Since we rent most of our store 
buildings, higher construction costs are reflected in higher rents. Also the 
quality of the buildings has improved. 


12. The kind of equipment and the cost of equipment required for a new 
supermarket is quite different and more expensive than a few years ago. A 
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typical supermarket equipment cost in 1966 is 34 per cent over 1961. (See 
Exhibit “G”’’) 
13. Advertising and promotions are frequently cited as causes of rising 


prices, but in general such impressions are incorrect. (See Exhibits “H1” and 
dda) 


14. Trading stamps are considered in some quarters to be offenders in the 
matter of price trends but they have been with us for many years and they do 
not account for price increases in 1966 versus 1965. The committee has asked for 
our views on the economic aspects of trading stamps and in general we are not 
in favour, but have been forced into them in one area of the country because of 
competitive activity. Other games and contests add a note of liveliness to 
shopping and do not add greatly to expenses. (See Exhibit “I’’) 


15. Increased operating expenses have to some extent been offset through 
introduction of greater efficiency measures in store operations, warehouses and 
distribution system despite the limitation of automation in retailing, and the 
great emphasis on the human element. (See Exhibit “J”) 


16. Large supermarket organizations have been able to minimize the effect 
of cost increases by employing the economies of scale in reducing costs. They 
can use specialists in various phases of the operation, apply lower unit 
advertising costs since they are written off over a greater number of stores and 
distribute large unit volumes so their unit trucking costs are low and financing 
costs are kept to a minimum. 


17. In recent years computers have been employed to assist in controlling 
inventory levels and improve buying decisions through better knowledge of 
product movement. Increased mechanization in both stores and warehouses has 
helped offset labour costs by improving productivity. All these advances 
eventually are reflected as advantages to the consumer since the purpose of such 
moves is to get merchandise through to the consumer at the sharpest competi- 
tive pricing. 


18. One form of action which has prevented food prices from going higher 
than at present has been the development of private or company brands which 
are manufactured for use under contract specifications by manufacturers. These 
products carry our company labels and generally offer consumers excellent 
value and lower prices than national brands. (See Exhibit “K’’) 


19. Net profit in food retailing hovers in the area of two cents on the sales 
dollar and has not changed materially for many years. This is dangerously thin 
and does not leave room for much flexibility nor does it suggest an area for 
serious action to counteract inflation. Net profits must provide not only a return 
for shareholders but must also be accumulated for expansion and development 
of new stores and distribution plants to reduce costs. (See Exhibits “L1” and 
Pic) ; 


20. The leaseback form of financing prevalent in the retail food industry 
builds up a contingent liability not reflected in balance sheets but requiring a 
conservative approach in the reinvestment of earnings. Attention is sometimes 
devoted to so-called return on investment and in this connection it should be 
noted that leasehold liability, though unstated in the balance sheet has a 
bearing on the return on capital employed over a period of years. (See Exhibit 
IM72) 

21. Gross margins in the supermarket industry have crept up slightly over 
the past ten years but are still moderate and today there is little change from a 
year ago. The tendency over the long run towards higher gross margins has 
resulted from higher operating expenses caused by higher labour cost, more 
store services, better quality store buildings, more expensive equipment, and 
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higher occupancy expenses. The higher gross margins have also been necessary 
because of the greater “value added’? by the supermarket to the goods sold 
including extra services. (See Exhibit “A’’) 


22. Attention is devoted occasionally to the small proportion of the consum- 
er dollar which reaches the original producer, as compared with the greater 
proportion required for distribution. The main reason for this is the improve- 
ment in production through the efficiency of mechanization which is not open to 
the distribution area. On the contrary, distribution is becoming more elaborate 
in line with our rising standard of living and is influenced by such factors as 
refrigerated transport, air conditioned stores, freezer cabinets, carry out service, 
increase in variety of goods, and others. 


23. Pricing in the retail food industry is a somewhat intricate process with 
many factors to be considered. There has been no change, however, in recent 
years in the pricing philosophy or pricing procedure in the retail food industry. 
Mark-ups on some products, such as eggs, butter and turkeys are usually 
computed in cents per unit and checked against competitive prices and operat- 
ing expense ratios. In many products there is an established area price which 
must be met regardless of margin available. Many prices are set according to 
so-called pricing points, such as 39 cents, 49 cents, etc. In all cases mark-ups 
and retained margins, at least on groups of products, will be expressed in 
accounting statements in terms of percentage on selling price and related in 
careful detail to expense percentages because of the fine tolerances required in 
food retailing. Prices are constantly compared with competition by pricing 
services and price checkers employed by the companies. 


24. The committee has asked for views regarding the role of the small 
independent grocer. According to D.B.S. the independents including the volun- 
tary groupings are doing approximately 53 per cent of the total trade in 
Canada, a proportion which has held steady during recent years. Frequently 
they, the independents, are able to offer personal service and longer store hours 
than are feasible for larger chains. 


25. Competition continues intense and unrelenting in food retailing and all 
retailers are in the front line warfare every day in the continuous battle to hold 
the line on prices. Competition traditionally is the best weapon against price 
increases. It is not perfect, but it is the most effective to date. We believe the 
retail food industry is performing an efficient function at a reasonable level of 
profit. 


26. The influences tending towards higher food costs and food prices are the 
Same as are found in the automobile industry, the housing industry, the service 
industries, transportation, education, welfare and government services. It is also 
a worldwide trend. Fortunately, in Canada, we have not experienced such 
rampant inflation as has existed in some countries. However, food prices 
frequently show a faster rise or fall than occurs in other products because of the 
faster turnover of food products; it is a day-to-day business in which changes 
show up more quickly. Also, since food is common to all, consumers are 
generally more aware of food prices than other product prices. 


27. In the retail food business we are the last link between the producer 
and the final consumer. In times of rising costs along the channel of distribu- 
tion, retailers naturally are conspicuous and subject to controversy. Undoubt- 
edly, food prices have climbed during 1966 at a rate which must engage the 
attention of all elements in the community and it has been our purpose here to 
set forth views as to some of the influences at work in this area of our economy. 
In Exhibit “N1” we have listed the trend in the D.B.S. consumer food price 
index. (See Exhibits “N1” and “N2”) 
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28. The Canadian consumer today spends a smaller percentage of income on 

food than ever and also eats better. D.B.S. most recent figures indicate a trend 
towards a lower proportion of income being spent on food. U.S. experience is 
similar. (See Exhibit “O”’) 
29. While inflation has been called a symptom of prosperity, it is also a 
threat to prosperity and as such must command the concern of all responsible 
businessmen such as ourselves, as well as the members of both houses of 
Parliament and Government officials. 


30. There is no doubt that in recent months the forces of inflation have 
prevailed. However, some informed observers now feel that the restrictive 
monetary and fiscal measures already adopted in Canada and other countries 
may be sufficient to moderate the inflationary trend. Already we see signs of 
slowing down in the overall growth of the economy. With a real increase of 
only 0.6 per cent in Gross National Product in the second quarter of this year, it 
may be that this and other evidence lends weight to the contemporary concern 
over possible recession. 


31. Because of some slowing-up tendencies now appearing in industry we 
are not inclined to recommend further deflationary action such as: 
Increase in taxes 
Higher interest rates 
Tightening money supply 
Clampdown on business capital expenditures or 
Reduction of Government fiscal expenditures. 


32. The tightening of money supply and higher interest are restricting and 
deferring many projects, and this process in turn will have a deterrent effect on 
profits, prices and wages, which will ease the threat of inflation to some degree. 
The trend is becoming apparent, although it may be that public impressions are 
about six months behind the underlying causes which produce those impres- 
sions. 


33. Studies in the United States, the United Kingdom and in Canada 
to date have produced certain guidelines. We wish to express our endorsement 
of such devices as having some value in controlling inflation if fairly applied, 
even though a number of anomalies may develop. 


34. Also, we would like to offer our opinion that any form of official price 
control will not be effective for more than a short-term period, and during that 
time would produce damaging disruption. 

I shall go through the exhibits now, with a brief commentary. Exhibit “A” 
shows sales; gross margin, ratio to sales; total operating expense ratio to sales; 
corporate income tax ratio to sales; and net profit after tax ratio to sales. 

Exhibit ‘““B’? shows the wholesale food index and consumer food index. The 
source is the Dominion Bureau of Statistics. 

Exhibit ‘C1’? shows beef and pork costs by weeks, June-September 1966, 
compared with the same weeks in 1965. 

I would like to repeat my earlier comment, that we do not buy dressed 
hogs: we buy cuts. 

Immediately following, as part of Exhibit “C1,” we have compiled what we 
term “regular selling prices on meat cuts, Toronto, 1966 versus 1965.” This is for 
the weeks June 5 to September 25. We have done this in detail, showing each of 
the cuts in the left-hand column and showing the selling prices of each cut 
during the weeks in the top heading. (See Exhibit “C1,” and table attached 
thereto.) 
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Immediately following is Exhibit “C2”. This is a report which is termed: 
store gross margin percentage on meats. We have taken the first half and the 
second half of the years 1961 through 1966—and of course the second half of 
1966 is under way and will be reported later. 

Exhibit “C3” shows side bacon costs and selling prices. Here again we have 
gone into as much detail as we possibly could develop, in the manner of 
showing at the top of the page the price of dressed hogs, because we notice it is 
under discussion. Of course, we do not buy them, but this is what we could buy 
them at. We show trimmed loins, N.Y. shoulder, which stands for New York 
shoulder, which is portion of the shoulder with the flank taken off. We show 
spareribs, sliced side bacon No. 1. The term “Adv.” shows the date when the 
product was advertised, the price at which it was advertised, and the margin of 
profit we realized at the selling price. 

Exhibit “C4” is another D.B.S. record, the consumer price index, oranges. 

Exhibit “C5” is another D.B.S. report, the consumer price index, potatoes. 


In Exhibit “C6” we have again gone into considerable factual detail. You 
will notice that we call it “(Comparative wholesale and retail prices of grade A 
large eggs from two sources of supply, over the past 22 months.” Those two 
sources of supply are—on the left-hand, the wholesaler; and on the right- 
hand, from our own Toronto egg grading station. 


In Exhibit “C7” we show the Ontario cost of chickens and cuts, with selling 
prices. It goes from March 29, 1965 and on to the second page, to September 22, 
1966. Again, the contraction Adv. means advertising. 

I hope you do not mind my rushing through these. I think you would prefer 
it that way. 


Exhibit “C8” shows the trend in recent gross mark-up on typical products 
before shrinkage and specials. This is in response to the committee’s request. 


Exhibit “D” is the improvement in processing and packaging of spinach. It 
is a typical example. 


Exhibit “E1” shows the trend in overall employee salaries and welfare 
benefits, for the years ending March 1962 to March 1966. 


Exhibit “E2” shows the average weekly basic salary of all full-time 
employees, excluding management. I think the figures speak for themselves. 


Exhibit “E3” is the Trend in Typical Cost of Employee Welfare Benefits. 


Exhibit “F” shows Corporation Income Taxes, Business Taxes and Property 
Taxes. This is done in considerable detail, and you will notice that there are 
some comments at the bottom of the page. 


Exhibit “G” is the Comparison of Equipment Costs between two similar 
sized (15,600 sq. ft.) Toronto Stores 1966 vs 1961. 


Exhibit “H1” is the Advertising and Promotions Ixxpense Ratios showing 
the fiscal years 1962 through 1966 and the first half of 1967. 


Exhibit “H2” is the Public Relations Expense Ratios again for the same 
years. 


Exhibit “I” is the Trading Stamps Expense Ratios for the years 1962 
through 1966 and the first half of 1967. 


Exhibit “J” is Some Recent Efficiency Measures Introduced in Stores and 


Some Recent Efficiency Measures Introduced in Warehouses and in our Dis- 
tribution System. 


Exhibit “K” is a Comparison of Private Brand Price—or what we call 
company brands—vs. the National Brand Price. Having regard, sir, to the 
commentary yesterday, we have the data concerning the brand names and we 
shall be pleased to provide it. We had “A” and “B” and “C” originally, but we 
get up to date quickly. 
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Exhibit “L1” shows the Trend in Net Profit after Tax for the years ended 
1962 to 1966. As you read our annual report you will notice that our fiscal year 
starts and ends in the month of March, and we have a sabbatical calendar that 
runs for seven years. There are 12 periods predetermined, and that date varies 
from about the 19th to the 21st or 22nd, but it always is in March. 


Co-Chairman Senator CROLL: Of those seven, which is the lean and which 
is the fat? 


Mr. CRIMP: We trust that they all will be good, sir. 


Exhibit “‘L2” is an extract from the annual report and is of particular note. 
It is the disposition of Sales Dollar. This is the money that the customer spends 
in our stores and we have used $10 as an easy figure. 


Exhibit “M’’, as noted, is Rate of Return on Investment. 


Exhibit ““N1” shows All Canada Consumer Price Indexes for 1963 through 
1966. We have added an appendix here in the form of an editorial by the 
Toronto Globe and Mail. This is of recent date: “Not just a matter of food.’ We 
have also added a letter from the Department of Agriculture, Washington, D.C., 
to Mr. Michael J. O’Connor, Executive Director, Super Market Institute, In- 
corporated, 200 East Ontario Street, Chicago, Illinois. 


Mr. Chairman, with your kind permission I will proceed at once to go into a 
case history of a side of beef. I am not sure whether they have been distributed 
or not, but copies of the beef story have been produced in French. We do not 
seem to have our English copies, but I shall narrate the English and we will see 
that everybody gets an English copy promptly. I hope everybody has a French 
copy. This is headed Preparation of a side of beef for sale at retail, a 
commentary of certain important factors, and I would like to add that this has 
been done at the special request of the parliamentary committee, and our 
attempt is to provide data which we do not find available from any sources on 
the North American continent. 


The side of beef is a red brand steer naturally aged for flavour and 
tenderness, and that aging process takes 12 days. The approximate age of the 
steer at time of slaughter was 23 to 25 months. The live weight was 1,030 
pounds. After dressing, the carcass weighed 576 pounds, and the side, the half of 
the dressed animal which we shall discuss, weighed 289 pounds. 

This side of beef cost, dressed, 49 cents per pound. It was defatted in the 
usual packing house manner, and I might add a commentary that our procedure 
of defatting in Canada is infinitely superior to that of the United States or to 
that of any other country that I know of. The side weighed 289 pounds and got 
49 cents a pound for a total cost of $141.61 delivered to a Dominion Store in the 
City of Toronto. 

The cutting and shrinkage loss, bones, fat and suet, which are sold to 
renderers, yielded a return to us of $2.88. The bones, fat and suet plus a further 
cutting loss, which is bone dust and the moisture that drains out of the meat as 
it is being prepared into steaks, cuts and roasts and so on, total altogether a 
shrinkage loss of 70.90 pounds. I may drop some decimals as I move along. They 
are in here, but for the sake of speed I might drop them. 

The weight of our side is 289 pounds, costing $141.61. We now deduct from 
that the bones, fat and suet and cutting loss of 70.90 pounds. The remaining 
portion of the side minus the 70.90 comes to 218.1 pounds. Our 218.1 pounds 
now remaining, due to cutting and shrinkage loss of 70.90 pounds, now costs us 
63.88 cents per pound. The 218.1 pounds which costs 63.88 cents per pound 
contains 71.27 pounds of trim, hamburg, skirt steak, braising ribs, point brisket 
and plate brisket. 

The 71.27 pounds which costs us 63.88 cents per pound sell for prices 
ranging from a high of 59 cents per pound to a low of 31 cents per pound. The 
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total selling price of 71.27 pounds comes to $37.95. So that we have an actual 
loss on the 71.27 pounds of $7.27. 

The balance of our side now remaining, 146.83 pounds, because of the $7.27 
loss on cuts as per page 7, the 146.83 pounds is 51 per cent of the original side 
and it now costs us 69.04 cents per ground. 

Now we deal with the 146.83 pounds costing 69.04 cents per pound. This is 
the balance of the side and it breaks out as follows: Blade roast, 14.13 pounds at 
75 cents per pound, total $10.60; shank meat, short rib and cross rib, 39.93 
pounds at 79 cents per pound, total $31.58; rump roast, prime rib and flank 
steak, 22.94 pounds at 99 cents per pound, total $22.71; round steak, round and 
rump roast, 27.38 pounds at $1.09, total $29.84. The sirloin tip, 7.41 pounds at 
$1.13, total $8.37. Porterhouse steak and wing steak, 33 pounds sold at $1.29 a 
pound; total $42.57; and the cube eye, of which there was 2 pounds, sold at 
$1.39. I think there is a typographical error in the brief, it is $1.39 correctly, for 
a total $2.78. 


So, then, our 146.83 pounds sold for a total of $148.45. This means, and 
another way of saying it is, that less than 25 per cent of the original 289 pounds 
side sold for over $1 a pound. The total income—that is, the selling price—for 
the complete side, for the 289 pounds: bones, fat, etcetera, yielded $2.28; trim, 
skirt steak, etc. $37.95; and the final 146.83 pounds, $148.45. The original cost 
was $141.61; the maximum potential profit, $47.07. I will make reference to the 
“maximum potential” later, if I may. 


The percentage calculation : We have given it in dollars, and we now move 
to the calculation for percentages to the industry. Our total selling price, 
$188.68; cost, $141.61; the maximum potential profit, $47.07. We divide the 
$47.07 by the $188.68, and it shows us that we made 24.9 per cent on the selling 
price of this side. This 24.9 per cent is the maximum potential profit. 


Now, $47.07 or 24.9 per cent maximum potential profit must cover all 
costs—labour, rent, light, power, water, heat, air conditioning, maintenance, 
taxes, insurance, snow removal, wrapping and re-wrapping (when required), 
weight tolerance shrinkage, income tax, depreciation, dividends, etcetera. 


Today’s meat marketing demands self-service. Self-service demands pre- 
packaging and all the costs attendant thereto. Modern marketing demands 
special product promotion at feature prices. During weeks when beef is featured 
a reduction in the maximum potential profit of approximately 4 per cent takes 
place. That varies according to the cut or cuts being featured and the prices at 
which they are featured. Four per cent is a pretty good average. It does go as 
high as 6, and slightly over. This reduces an already very slim profit. 

We trust this commentary will help provide for all concerned a better 
understanding of what happens to a side of beef in preparation for selling to the 
consumer, and further prove conclusively that beef marketing in Canada is 
being very scientifically and efficiently conducted. 

May I make reference here to that term which we used, “maximum 
potential profit’? The practice in the industry is to set what are commonly 
known as regular selling prices. This is the full, regular selling price from 
which we select items to be advertised and a price is reduced and the shrinkage 
and other things take place. In order to provide factual data concerning this, we 
did an actual audit in a meat department. We had two fully qualified auditors 
move into the store over the week-end. They took inventory of all the meat 
product in that store and recorded it. They actually were present at the 
receiving door, to receive every pound of product that came in the door. They 
actually weighed every pound of product that came in. They followed the 
pricing structure, the reductions and losses throughout the week. They were 
there constantly, and at the end of the week they took the inventory and then 
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they knew what was left. And I would like to point out for you that in my 
presentation on our side of beef here we showed a maximum potential profit of 
24.9 per cent. The exhibit I have before me is dated September 10, 1965, and at 
that time the margin shown here, the maximum potential was 27.27 per cent. It 
was higher than the exhibit that I showed. During that week the advertising of 
beef reduced our maximum potential by 6.11 per cent. What we term “loss of 
bloom’’—as the meat is cut prior to actual preparation for wrapping, there is 
oxidization takes place, and this has to be removed before it can be put into a 
package. This was another 1.09 loss. There is spoilage of .11. Day-old minced, 
put in the garbage can, a loss of 0.35. Tolerance in weighing—a very important 
factor. We have to allow sufficient in the packaging process done in advance so 
that the weight of the package when the customer picks it up will be full and 
total are recorded on the front of the package. 

The wrapping expense was 1.54 per cent, but what we term our total 
known loss—all of these factors are known losses—came to 11.07 per cent. So, 
starting out with a potential maximum obtainable margin of 22.7 per cent we 
end up in the final analysis with 16.20 per cent. 

I will not bother you with the other detail in here. We will provide this, sir. 
It is an audit done, and it is an authentic paper which I think you will find of 
great value. It does show that in this particular meat department during this 
week we had a full selling price—if we had sold everything at the full selling 
price and had no losses of any kind, and did not have to wrap anything, we 
would have received 29.2 per cent on the full range of the product. We have 
enumerated all of the known losses, and we show here that we ended up 
actually in that week of operation with a realized margin of 21.58 per cent. 

We believe this, sir, to be of value because it was taken a year ago, and it is 
factual. 

Thank you very much. 

Co-Chairman Mr. Basrorp: Thank you, Mr. Crimp. The first member of the 
committee on my list is Mr. Allmand. 

Mr. AtLtMaNnpD: Mr. Crimp, in paragraph 34 of your brief, on page 9, you 
say: 

Also we would like to offer our opinion that any form of official price 
control will not be effective for more than a short-term period, and 
during that time would produce damaging disruption. 


What are your reasons for that statement—that any form of price control 
will do those things? 

Mr. Crimp: I would like, if I may, Mr. Allmand, to ask Mr. Chisholm to 
answer that question. 

Mr. CutsHotm: Mr. Allmand, having spent some time in Ottawa on price 
control I have to report that at the very best price control is a most difficult 
affair, requiring not only a roll-back of prices but also, as we found in our price 
control days previously, considerable government subsidy to make it work at 
all. The disruption comes—if that is what you are asking about—by any form of 
price control that requires setting prices at any given point. That means a 
rolling back of the prices to the consumer, to the retailer, to the wholesaler or 
the processor, and to the original producer. At any given point when you do this 
it cannot be equitable because not all people raise their prices or wages at the 
same moment. Therefore, there is a serious disruption for that reason. There is 
no one given moment when all prices are raised in the same amount. 

Mr. ALLMAND: In the previous paragraphs I notice that you approve of 
guidelines, but that you object to some permanent kind of price review board. 

Mr. Cu1sHOLM: No, we certainly would not object to that. 
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Mr. ALLMAND: Some of your stores, I believe, are in areas where this 
boycott is going on—in Montreal, Ottawa and Toronto. Have you noticed any 
effect on your volume during the period of this boycott? 

Mr. CHISHOLM: We have in individual stores. In total areas it is not very 
noticeable yet. 

Mr. ALLMAND: But you have noticed it in individual stores? 

Mr. CHISHOLM: Tio some extent, yes. 

Mr. ALLMAND: I was surprised to read on page 3 of your brief that tobacco 
products rank as the number one item sold in your stores. This is surprising. I 
think you said they accounted for 5 per cent of your sales. 

Mr. Crimp: The comment there, sir, is that it is the largest item in what we 
call groceries—dry groceries—which is separate and apart from meat, produce 
and provisions, and so on. It is included in canned goods, packages of flour, and 
that type of thing. It is the biggest single commodity in that group. 

Mr. ALLMAND: I see. Do you have your own wholesale organization, sir? 

Mr. CRIMP: We operate through distribution centres, one in Toronto and 
one in Montreal. The Montreal plant serves basically the province, and par- 
ticularly Metropolitan Montreal and to some extent our eastern Ontario district, 
being Ottawa and area. It does not supply the farther-out areas. In those areas 
we deal largely with wholesalers, and the same is true of northern Ontario and 
western Canada. 

Mr. ALLMAND: Where you do have these wholesale units or distribution 
centres, do you make for accounting purposes a profit on the sales from your 
wholesale organization to your retail organization, and also on the sales from 
the retail organization to the customer? 

Mr. Crimp: We do operate on the basis of what we call a plant mark-up, 
yes. 

Mr. ALLMAND: So your company actually does, where you have these 
wholesale units, make a greater total profit than it does in areas in the outlying 
districts where you do not have these wholesale stores and where you have to 
buy from other wholesalers? 

M. Crimp: Well, I wonder if you would state that question again. I am not 
quite clear on your question. 

Mr. ALLMAND: You said that in certain large cities like Montreal and 
Toronto you have wholesale stores or distribution centres; is that right? 

Mr. Crimp: That is right. 

Mr. ALLMAND: I am wondering whether in those cases, since you have 
control of your wholesale business, you make greater profits than you do in the 
areas where you do not have these wholesale units. 

Mr. CRIMP: I would not say that this is entirely correct, and my reason for 
that statement is that we find the wholesale grocer as such in Canada today is a 
very efficient distribution means. He serves us with great efficiency, and quite 
often at prices lower than those at which we can lay the products into those 
outlying areas. | 


Mr. ALLMAND: On page 3 you refer to specials. You say that you give 
specials from time to time. Now, I understand that the national brands people 
often give specials to the grocery stores, such as, let us say, Libby’s or Heinz—I 
am just pulling names out of the air here. I have heard that they have given 
specials to the supermarkets and to the retailers. First of all, is this correct? 

Mr. Crimp: That is basically correct, yes. 


Mr. ALLMAND: Do you always pass on these discounts, or these special 
prices that are given to you, to your customers? 
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Mr. Crimp: I would say that generally these lower prices at which the 
procurement is done would find their way into the consumers’ hands, yes. 


Mr. ALLMAND: But not always? 


Mr. CHISHOLM: It is usually part of the agreement with ‘the supplier 
himself, who gives us these prices for the purpose of passing them on. 


Mr. ALLMAND: I understand that many times when a producer or manufac- 
turer gives you these specials he does not mark on the packages the special 
price, so that the customer does not know you have got these discounts. 
Sometimes he does and sometimes he does not. I have been told that some 
supermarkets pocket these savings, and continue to sell the product at the usual 
price. 

Mr. Crimp: I think the answer to that is that anyone who endeavoured to 
indulge in that practice would not be in business long, because his competitors 
would cut the feet out from under him. His competitor is trying to get a pricing 
advantage. So, we do pass it on basically, yes, because we wish to stay in 
business. 


Mr. ALLMAND: But do you think there is that dh i Bek gee in respect 
of prices, especially when you have this stamp business going on? Let us say a 
lady is going to the Dominion Stores because she is saving the stamps of the 
Dominion Stores. Would she go to another competitor because there is a 
two-cent, three-cent or five-cent difference in price when she is trying to 
complete her book at the Dominion Stores, and when the sedate tye Stores gives 
the stamps she is saving? 


Mr. Crimp: I think perhaps that some of the ladies would like to finish up 
their book, yes. 


Mr. ALLMAND: So they are more likely to stick with the store ey? have 
been accustomed to going to, in spite of the fact that one of your competitors is 
selling a particular product for a few cents less than you? 


Mr. Crimp: I think, sir, taking it overall, you will find that the companies 
which have different types of stamps have their own, what we call, advertised 
specials each week. They may not be similar items each week, but over a given 
period of time they will be relatively the same. 


Mr. ALLMAND: Yes. Now, you also refer to taxation on page 5. I should like 
to ask you if the implementation of the Canada Pension Plan at the beginning 
of this year has entered into your increased costs in any great see and. 
whether it has had an effect on prices? 


Mr. Crrmp: I would ask Mr. Chisholm to answer that question. 


Mr. CHISHOLM: Like all increased charges with us, that will have to enter 
into our pricing structure in due course. 


Mr. ALLMAND: I have a few short questions. I was wondering also whether 
your mark-up on the same product advertised from area to area is the same. In 
other words, could it be that your mark-up in your stores in Montreal would be 
different than those in the outlying areas of Quebec, or different in Quebec from 
Ontario? 


Mr. Crimp: Our company operates on what we call a decentralized opera- 
tion of management, which means we have operating executives at each of our 
district offices, whose responsibility it is to know the area in which he operates, 
to have those brands and items of merchandise on the shelves which the people 
in that area would like to have; and he is an economist in the setting of his 
selling prices. Then I would expect your question to be answered that.the prices 
and charges per item would vary through all our district offices. 


Mr. ALLMAND: One final question. On page 4 you state that the family food 
basket contains many items which cannot be classified as food, such as health 
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and beauty aids, drugs, and so on. Has the percentage, let us say, of the basket 
which the consumer takes out of your market in each item, continued to rise 
over the past five years? Have you sold more and more of these things at a 
continued rising price? 

Mr. Crump: To answer your question, there has not been any meteoric rise. 
It has been constantly upwards, but not to a big, marked degree. 

Mr. ALLMAND: What department in your store gives you the biggest profit? 

Mr. Crimp: We would not be able to answer that question for you, sir, 
because in order to departmentalize and go through the mechanical procedures 
that are necessary it would be totally uneconomic; our margins would not 
permit it. 

Mr. ALLMAND: You do not keep records to determine what department the 
meats— 

Mr. Crump: We know the margins yielded by departments, but not as to 
profits, sir. 

Mr. ALLMAND: What department has the greatest margin? 

Mr. Crimp: The margin expressed as a percentage of sales? 

Mr. ALLMAND: Yes. 

Mr. Crimp: Produce is the highest. 

Mr. ALLMAND: Because you advertise meat a lot, where does that fit in in 
the scale of departments? 

Mr. Crimp: It is lower than produce. 

Mr. ALLMAND: That is all, thank you. 

Mr. LEFEBVRE: Among the major food retailers in Canada, what rank do 
you occupy? 

Mr. Crimp: Perhaps Mr. Chisholm had better answer, because it is a 
difficult question to answer in that there are quite a number of things we are 
not totally aware of about our competitors. 

Mr. CHISHOLM: We believe, sir, that our chain of stores does more business 
than any other chain under any one name. It may be that some competitive 
groupings who may control more than one chain would in total do more 
business than we do, but under one chain name we believe that ours is the 
largest. 

Mr. LEFEBVRE: Could you give us an example of your last statement? Just 
what do you mean by different names under the same grouping? 

Mr. CHISHOLM: This is competitive information that we are not privy to. 
We don’t know. We are talking about produce now. 

Mr. LEFEBVRE: You are just surmising then; you do not know? 

Mr. CHISHOLM: That is right. 

Mr. LEFEBVRE: Are your stores under complete Canadian control? 

Mr. CHISHOLM: Oh, entirely, yes. 

Mr. LEFEBVRE: How many stores do you have in the Province of Quebec? 

Mr. CHISHOLM: About one hundred. 

Mr. LEFEBVRE: What does it represent of your total number of stores? 

Mr. CHISHOLM: It is 100 out of 380, as of yesterday. 

Mr. LEFEBVRE: Could you tell us why national brands in your store cost the 
consumer more? Is it because you can get more for national brands or because 
they cost you more in most instances? 

Mr. Crimp: I think the answer to that question, sir, is that where we are 
making this comparison, we refer here to what we call company brands and 
nationally advertised brands. Dominion Stores Limited has been in favour of 
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nationally advertised brands, items that people of the consuming public know, 
recognize and want, and we have featured these items greatly. They do cost 
more item by item, than those items we have referred to as company brands. 
The company brands in total numbers is a very small percentage really of the 
total branded items we carry in our stores. 


Mr. LEFEBVRE: Can you give us the percentage of your sales of your own 
brands compared to national brands? 


Mr. CRIMP: On some items we can, yés, sir. 

Mr. CHISHOLM: It ranges from zero to something like 73 per cent, I believe. 

Mr. LEFEBVRE: The total of your sales? 

Mr. CHISHOLM: The total. 

Mr. Feccans: In the individual commodities. 

Mr. CHISHOLM: We can probably work it out in total and provide it for you 
later. 

Mr. Crrmp: I have a schedule here, sir, which covers some items, and it 
ranges from a high of 98 per cent on frozen French fried potatoes to a low on 
canned fish of 2.4. 

Mr. LEFEBVRE: Do you have a comparison between Richmello Instant 
Coffee, which you sell, compared with a national brand? I refer to Exhibit “K”. 

Mr. Crip: It is shown here as a two-ounce tin selling at 39 cents, and a 
two-ounce national brand selling at 57 cents. 

Mr. LEFEBVRE: What would this national brand name be? 

Mr. Crimp: Nescafé. 

Mr. LEFEBVRE: What percentage of your sales would be Richmello and what 
percentage Nescafé? 

Mr. Crimp: I do not have that data immediately available, sir. If the 
committee would like to have it, we shall be pleased to compile it. 

Mr. CHISOHLM: May I explain that one reason this is a little difficult and 
not readily available is that we handle some of our purchases and therefore 
some of our sales through our plants, so we have plant records of what is 
bought. Some is bought in varying degrees by 13 different districts who handle 
their own buying and selling, so we have no consolidated record on some of 
these products for the whole company, but of course we can get it. 

Mr. LEFEBVRE: What would be your reason then, what in your opinion is the 
reason for the great difference between your brand of coffee and a national 
brand such as Nescafé? You made a statement in your brief that you are sure 
your brand is every bit as good or better than any of the national brands? 

Mr. Crimp: Did we say that in the brief? 

Mr. CHISHOLM: Not exactly. 

Mr. Crimp: I don’t recall having said that, sir. 

Mr. LEFEBVRE: It may be that it was on the radio. 

Mr. Crimp: I think our statement is that it offers excellent value. 

Mr. LEFEBVRE: But would you agree to make the statement that your brand 
is every bit as good as the national brand? 

Mr. Crimp: No, sir, I wouldn’t, but I would like to make the statement that 
everyone has preferences. Some of the girls like our brand, some like Maxwell 
House, and some like something else. We in determining the blend of an instant 
coffee, blend a coffee which we think will be acceptable to our consuming public 
and it is of good quality and the blend is maintained constant and the quality 
maintained, but I would not like to compare it with other brands. 
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Mr. FEGGANS: In answer to that question, the big factor in the lower prices 
of company brands of private label is that the manufacturer receives one huge 
order, usually in January, predicting in advance for 12 months what our 
requirements will be. This enables him to plan his production more efficiently. 
It enables him, in the case of fruits and vegetables, to make his commitments to 
the primary producers for a product before it is even planted, and this is a great 
efficiency. It reduces the selling cost. There are lower selling costs involved. 
This is a big difference between the two. 

Mr. OLSON: Are you suggesting that the national brands would give these 
predictions of sales? 

Mr. FEGGANS: They do it at their own risk, in the common risk of any 
business operation, but they have no guarantee of sale, but with the company 
brand they are guaranteed a certain volume. They know they have that. I may 
say that the company brands also tend to decrease the price of private brands to 
a degree, because when a large manufacturer of coffee has an order for Nescafé 
or a Richmello coffee, this also enables him to arrange his production more 
efficiently and reduce the cost of his private brand. 

Mr. LEFEBVRE: The reason I was interested in this last question is that in 
talking to many people in my constituency, they cannot figure out why 
something like Nescafé, sold from coast to coast, in every store in Canada, 
should cost more than your brand, sold only in your stores, where you might 
have only 5 per cent of the sales in some areas, while they might have 80 per 
cent of the sales. 

Mr. FEGcGans: And the opposite could equally be true. We have 380 stores, 
in all provinces. We have a total distribution that many nationally advertised 
brands would like to have. They do not have that wide spread distribution in 
certain categories. 

Mr. LEFEBVRE: You can buy Carnation milk in every corner store in Canada 
whereas you can buy your milk in only 380 stores. This is what people want to 
know—why is it dearer? Is it because of advertising only? Demand is increased 
by advertising, therefore the profits can be made greater? Is this the reason? 

Mr. FEGGANS: There is no doubt that advertising is a substantial part of the 
total selling cost, but the difference between them is that they may have 
hundreds, possibly even a thousand salesmen out calling on the little store with 
an order book in hand, to write down one case of this and a half case of that. It 
is a much more costly procedure than getting one order for the whole year from 
a chain store. 

Mr. LEFEBVRE: This, you think, would add 30 per cent to the retail price? 

Mr. FEGGANS: We do not know. 

Mr. LEFEBVRE: Who would know? 

Mr. FEGGANS: The manufacturer, whom we understand will be here. 

Mr. LEFEBVRE: Then we will have the manufacturers at a later date? 

Co-Chairman Senator CROLL: Yes. . 

Mr. LEFEBVRE: Are there any of the national brands that produce your 
brand? 

Mr. FEGGANS: Yes, sir, most of our company brands are produced by large 
reliable processors, with national names. 

Mr. LEFEBVRE: And also for their own national brands? 

Mr. FEGGANS: That is right. 

Mr. LEFEBVRE: Would your purchases represent a majority of the sales of 
any of these manufacturers in any of these places? 

Mr. FeccANns: I would not know, but I doubt it very much. 
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Mr. LEFEBVRE: Would you be the single biggest customer they may have, in 
some cases? 

Mr. FEGGANS: I would not know that either, but I would say it would be a 
large customer; for any of our major company brands, yes, it would be a large 
customer. 

Mr. LEFEBVRE: Thank you, that is fine. 

Mr. Scott (Danforth): As a supplementary, I notice that the private brands 
are not equal in quality to the national brands. 

Mr. FEGGANS: We did not say that. 

Mr. Scott (Danforth): What is the comparison in quality? 

Mr. Feccans: In food products that are graded by Government regulations, 
there are standard, choice and fancy quality, and in those cases the quality is 
equal. In the matter of things like coffee or detergent or many other things it is 
purely a matter of taste and opinion. Mind you, in the case of coffee, taste is 
something that can develop through common usage in a family. Having grown 
up using a certain brand of coffee they may come to like that, and as they 
become adults they stick to that brand. 

Mr. Scotr (Danforth): How do you price it? Take Exhibit PS | ve ICU. 
detergents, Domino, 32 ounce, 59 cents; and the national brand is $1.27. What 
would that be? 

Mr. FEGGANS: That is Ivory. 

Mr. Scott (Danforth): Can you give any explanation for the vast differ- 
ence in price? 

Mr. Feccans: I am afraid that is a question you would have to put to the 
manufacturer. We do not know what factors are involved in their costing 
structure. 

Mr. Scott (Danforth): You do not in any way examine the quality? 

Mr. FEGGANS: Oh, the quality. I thought you were referring to the price. 

Mr. Scort (Danforth): What I was trying to get at is, if the quality is the 
same in both cases, how is it that there is such a vast difference? 

Mr. FEGGANS: We did not say the quality would be the same. This is a 
matter of opinion. Liquid detergent is a chemical that is manufactured by 
people like Dow Chemicals, Monsanto, Domtar, and so on. We buy from them in 
the same manner as the national brands buy from them. 

Mr. Scott (Danforth): It looks fishy to me, if you buy from the same 
supplier and, yet you are selling what you say is the same quality, at virtually 
half the price? 

Mr. FECGANS: We do not claim it to be the same quality. We claim it to be 
of a high standard, which we establish, a satisfactory standard, tested as to 
performance, so that it will do the job for which it is intended. But the national 
manufacturer may have an entirely different formula, which is his particular 
patent, and it is what he wants. We do not know what it costs. 

Mr. Scott (Danforth): Do you in any way warn the consumers of this 
possible defect? 

Mr. FEGGANS: We do not consider it is any defect. 

Mr. Scott (Danforth): You are the only one who knows? There is nothing 
to tell the consumer? 

Mr. Feccans: No. I would say this, that price may be the initial factor in 
encouraging a housewife to buy a company brand detergent; and if she finds it 
is satisfactory she will continue to use it; if she does not, she will buy one that 
suits her purpose. 
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Mr. SALTSMAN: To continue the line of argument on the private brands, 
have you evaluated your detergents with other detergents, to see how it washes, 
compared to other detergents? Do you have any testing program within your 
organization, on behalf of the consumer? 


Mr. Crimp: We submit our company brands to people qualified in the 
matter of measuring the ingredients, and the ingredients which make up 
Domino liquid detergent are all within all of the regulations required by any 
standards that we know of in the Dominion of Canada. When it is determined 
that bio-de-gradeable detergent shall be introduced, ours will be bio-de-grade- 
able. It is an excellent product, but we do not measure it against somebody 
else’s product. We have endeavoured to develop a product which is, in our 
opinion, able to do a good job. It is excellent value, and the volume with which 
our customers purchase it indicates to us that large numbers of them like it. 


Co-Chairman Senator Crotu: If we are getting into this, will someone 
please ask a question on Exhibit “K”’? I am dying from curiosity as to the names 
of the national brands. Then we can get into the debate. 


Mr. SALTSMAN: Very well, I ask the question. 


Mr. Crimp: The national brand of liquid detergent is Ivory, on all three 
items. In powdered detergent, the national brand is Oxydol, on all three items. 
In instant coffee, the national brand is Nescafé, on all three. 

Under the heading of roasted coffee, the national brand A is Maxwell House 
and the national brand B is Chase & Sanborn. 

Under salad dressing, the national brand A is Miracle Whip and the 
national brand B is Monarch. 

Under the heading of biscuits, the national brand A is David et fréres and 
the national brand B is Manning. 

Under the item of tea bags, national brand A is Red Rose, national brand B 
is Salada and national brand C is The Tea that Dares. Bulk tea: the national 
brand is Salada brown label. 

Under the heading soft drinks, and these are bottles, the national brand is 
Canada Dry. Under peanut butter the national brand A is Kraft, national brand 
B is Planter’s, and the national brand C is York brand. 

Under the heading cheese, national brand A is Cherry Hill, national brand 
Bus Kraft. 

Under the heading of chocolates, the national brand is Cadbury. 

Under facial tissues, national brand A is Kleenex and national brand B is 
Scotties. 


Co-Chairman Senator CROLL: Now, Mr. Saltsman, he is yours. 


Mr. SALTSMAN: Thank you, Mr. Chairman. I hope you will recognize that I 
asked that question on your behalf, so that I will not be penalized accordingly. 


On the question of detergents, I have been given to understand that the 
basic chemicals that go into all detergents in Canada are manufactured by one 
company in Canada. Does this conform with your knowledge of the situation? 

Mr. Crimp: I am not knowledgeable in that area, Mr. Saltsman. I do not 


know. Really, I do not. I do not think it is a true statement, I might add. I think 
there is more than one company. 


Mr. SALTSMAN: I am talking of powdered detergents, the basic chemicals 
for powdered detergents. 


Mr. Crimp: I think there is more than one company. 


Mr. SALTSMAN: I would like, perhaps, to start a new line of questions 
regarding your statement on page 5, section 11, referring to building costs. You 
say that building costs have recently taken a substantial jump and must be 
considered as an impetus towards higher prices. The questions I would like to 
ask you relate to the extent to which the building of supermarkets, or perhaps 
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the overbuilding of supermarkets, has contributed to higher prices to the 
consumer. I would like to ask you first of all how many supermarkets are there 
in Canada and what does this represent as a percentage of the population? 

Mr. Crimp: There are several parts to your question, sir. I wonder if we 
could have one question and deal with it. 

Mr. SALTSMAN: How many supermarkets would there be in Canada? 

Mr. CrrmpP: I personally do not know, but Canadian Grocer or D.B.S. would 
have the figure. It is somewhere in the area of 1,700. It depends on what you 
call a supermarket. 

Mr. FEGGANS: Correction; that 1,700 is chain stores, and it does not include 
voluntary groupings. 

Mr. SALTSMAN: Can you tell me whether the number of supermarkets per 
population as a percentage has been increasing or decreasing over the last 
number of years? 

Mr. Crimp: I think I would like to ask Mr. Chisholm to answer that 
question. 
| Mr. CHISHOLM: There is no doubt that it has been increasing to some extent 

all over the world. 

Mr. SALTSMAN: So there are more supermarkets serving the public as a 
percentage of population than in the past, despite the fact that supermarkets as 
units are becoming bigger and bigger. 

Mr. CHISHOLM: You introduce your own qualifications there. In the last 
year we closed 25 stores that we called supermarkets. They were very small 
stores. There is some argument as to what constitutes a supermarket. The Super 
Market Institute, for example, will not recognize any store as a supermarket 
that does less than $20,000 a week or $1 million a year. 

Mr. SALTSMAN: What volume of business do you have to do on a sort of 
square-footage basis to make a store pay? 

Mr. CHISHOLM: There is considerable variation in that, depending on the 
location of the store. The rent varies a good deal from one location to another, 
and that, of course, would be the determining factor, or the determining 
variant, shall we say. 

Mr. SALTSMAN: Do you have many stores that are not breaking even or 
making money at this stage of the game? 

Mr. CHISHOLM: At any given point we always have a number. For example, 
our new stores usually take some time to develop into profitable outlets. We put 
a number of new stores into developing areas, for example, where we are 
serving the community in the hope that the community will develop and bring 
us into the black figures in due course. Oh, yes, we have some at all times. 

Mr. SALTSMAN: Let me ask you a hypothetical question. If we had half the 
number of stores servicing the community that we have today, would the 
volume be appreciably reduced, and I am talking in terms of the volume of 
goods and services offered to the public, and would the public really be that 
much less better served if we had half the number of stores? 

Mr. CuIsHoLm: This is a great question and one we like to argue about 
among ourselves. I think Mr. Feggans should answer that question. 

Mr. FEGGANS: I would like to suggest that customers presently shopping on 
Thursday evenings, late Friday and Friday enenings or Saturday would not 
think that they were being well served if there were only half the number of 
supermarkets. They consider them too crowded as it is. 


Mr. CHISHOLM: You can put it this way too: we are not overexpanding; it is 
just all of our competitors who are doing so. 
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Mr. SALTSMAN: I recognize that this is a problem which all industries face; 
it is not only yourself; but there is a tendency for no one group of people to be 
able to control this sort of thing. However, considering the interests of the 
consumer and those factors which might help to reduce the cost of services to 
her, I wonder whether some consideration should not be given to this. 

Now, you mentioned the fact that people tend to crowd the stores at certain 
times in the week and at certain hours. Could this pattern not be changed 
through promotion? Say lower prices in the early part of the week? 


Mr. CHISHOLM: We have tried everything under the sun to do this very 
thing. Nobody has yet been able to do it. If that problem could be answered, it 
would be a great boon to all of us. 


Mr. FEGGANS: I think the date on which a pay day occurs has as much to do 
with it as anything else. 


Mr. CHISHOLM: That’s right. 


Mr. SALTSMAN: And that, if it were possible to even out the consumers’ 
shopping habits, fewer stores would be required. 


Mr. CHISHOLM: Oh, yes, as would be the case with restaurants, for example. 
If they could level out their sales curve during the day, they would be better 
off. And the same thing applies to any other business, for that matter. 


Mr. SALTSMAN: What effect do extended store hours have on your store 
operation? There is great controversy in the retail trade in Canada at present. 
Should the store hours be longer? Should they be open every night or not open 
at night at all? I notice there is an increase in labour costs taking place. I might 
just make a note in passing that we had one of your competitors here 
yesterday, as you know, and I am sure you will avail yourselves of the 
information they gave us, which indicates that their personal operating and 
maintenance costs, as a percentage of sales, has been declining while yours has 
been rising. 

Now, what effect do extended store hours have on your costs of operation? 

Mr. CHISHOLM: As a rule our cost of operation goes down because the 
volume goes up. The percentage cost goes down because the volume goes up, 
due to the fact that the public generally seem to favour night shopping. This 
is so fashionable, as demonstrated in all the major shopping centres in the 
country, that it seems to be an irreversible trend. 

Mr. SALTSMAN: So, as a group, you would be opposed to restrictions on 
opening hours as far as evenings are concerned? 

Mr. CHISHOLM: I believe this should be left to the trade itself to work out 
whatever schedule of hours appeals to the consumer. I think the consumer 
should be the judge. 

Mr. SALTSMAN: I see. I would like to ask you a few questions about bacon, 
a subject on which I am a great authority along with the chairman. 

Mr. CHISHOLM: Which page are we on, ‘“‘C-3”’? 

Mr. SALTSMAN: The mark-up on bacon, from the observer’s point of view, 
would seem to be relatively high, except on those occasions when you are 
running a special. And in the instances—I have not the page before me, and I 
am trying to remember—it is close to 30 per cent, running between 28 and 29 
per. cent. 

Mr. Crimp: It is Exhibit “C-3,’ Mr. Saltsman. 


Mr. SALTSMAN: Yes, your margins, just taking the last column on Supplier 
“C”—and I think this holds good throughout the whole thing—we are talking 
about 28 per cent, 25 per cent, 27 per cent. We have a margin of 31 per cent, 27 
per cent, 28 per cent. This seems to be a rather high mark-up for what is 
essentially a per-packaged product. How does this compare with other products 


CONSUMER CREDIT 467 


of a similar nature? In other words, this is not something you are handing over 
a counter, which you have to cut to measure to the consumer’s demands. Why is 
the mark-up of that nature on bacon? 

Mr. Crimp: The end result, according to the audit we did, shows the 
maximum obtainable margin during that particular week as being 29.53, and we 
end up, after everything has been taken care of—and I might add that the 
things that are in here do not include what we think of as labour, this is 
wrapping expense—it depreciates down on that particular item to 23.27, which 
we consider to be a reasonable mark-up. 

Mr. SALTSMAN: In which way does bacon involve more labour than, say, a 
can of beans? 

Co-Chairman Senator CROLL: He said it did not involve more labour. 

Mr. SALTSMAN: In which way does this involve more labour? Take eggs. 

Mr. Crimp: I think one answer to that is that it is a perishable item, and we 
are talking here about the maximum obtainable. We cannot make any more 
than this, but we do lose some bacon, and we have to refrigerate it. 

Mr. SALTSMAN: In the package the loss would be the customer’s and not 
yours. 

Mr. Crimp: I am referring to a product which deteriorates on our premises 
and we are not able to sell it. 

Mr. SALTSMAN: What percentage of loss would you have on bacon? 

Mr. Crimp: The loss in this particular week was 0.06. 

Mr. SALTSMAN: That is a fairly low loss. 

Mr. Crimp: Yes, but I would also mention to you, as is noted on the exhibit, 
the note at the bottom: “80 per cent of our total bacon volume is in the 
advertised brand when featured.” 

Mr. SALTSMAN: What happens to the bacon that deteriorates? What do you 
do with it? 

Mr. Crimp: We throw it out. 

Mr. SALTSMAN: What losses do you have on eggs? 

Mr. Crimp: I cannot answer that intelligently. We have considerable 
breakage in the store. Customers like to open the top of the package, and there 
are quite a number of them fall out, and so on. I cannot give you the actual 
figure. 

Mr. SALTSMAN: Would you say that eggs would certainly have as great a 
loss as bacon, overall, if not a higher loss besause of their fragile nature? 

Mr. Crimp: I think that would be a reasonable assumption. 

Mr. SALTSMAN: The mark-up on eggs runs at 12, 14, 13 per cent, less than 
half, in many cases, of the mark-up on Canadian bacon, yet the losses are not 
much different. Let us say they are equal. 

Mr. Crimp: In our presentation we referred to the intricacies of the pricing 
procedure in food. You are exposed at all times to things which are traditional, 
and it has been traditional in the over 50 years I have been in the business that 
eggs have been a very low mark-up item, and this continues, and this is the 
way it is. 

Co-Chairman Senator CrRoLL: Mr. Saltsman, I have a long list. I will put 
you at the top of the list the next time round. 

Mr. SALTSMAN: But I have to go to another committee, Mr. Chairman. 

Co-Chairman Senator Croutu: So have these other people. Give them a 
chance for a moment. 

Mr. SALTSMAN: I will finish in a moment. 
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Co-Chairman Senator CROLL: Just make it one question. 

Mr. SALTSMAN: Mr. Chairman, I was very lenient with your questioning. 
Co-Chairman Senator CROLL: I know. I did not hold that against you. 

Mr. SALTSMAN: What has happened to Danish bacon sales lately? We have 


been asking questions about the availability of canned Danish bacon which was 
available for quite a while. 


Mr. Crimp: I noticed that referred to earlier in the proceedings, and I 
endeavoured to find out. My examination indicated there was so little demand 
for the tiny little bit of Danish bacon that came in in cans, I think the people 
that experimented with it gave it up as a hopeless thing. There is bacon sold in 
Canada which has been termed Danish cure. This is an adaptation of a Danish 
cure, but it is not Danish bacon. 


Mr. WHELAN: Mr. Chairman, first of all I would like to ask one question on 
the bacon problem. 

In March dressed hogs were $40 a hundredweight, in July $36 a hundred- 
weight, and in September $34 a hundredweight. Sliced bacon was sold at $89 a 
hundredweight, $92 and $102, when hogs were those prices. Is there any reason 
for that? 


Mr. FEGGANS: Sliced bacon did not follow the trend of dressed hogs. In 
March, 1966 bacon was $89, in July, 1966 $92 and in September, 1966 $102. 


Mr. WHELAN: I bought bacon in one of your stores last Saturday at $1.23. 
Can you tell me the names of suppliers ‘“‘A’’, “B” and “C’’? 

Mr. Crimp: Supplier “A” is Presswood; supplier ““B” is Swift (Canada); 
and supplier ‘‘C’’, Canada Packers. 

Senator McDONALD: Who was the first one? 

Mr. CRIMP: Presswood. 

Mr. WHELAN: It appears you stopped buying from supplier “‘C’’. 

Mr. Crimp: Yes, his place was closed down due to a strike. 

Mr. WHELAN: It appears it was an advantage to the consumer too! Do you 
own an interest in any packaging firm? 

Mr. Crimp: No. 

Mr. WHELAN: Any feed firm? 

Mr. Crimp: No. sir. 

Mr. WHELAN: Any fertilizer firm? 

Mr. CRIMP: No, sir. 

Mr. WHELAN: Any type of food processing firm at all? 

Mr. Crimp: No, sir. 

Mr. WHELAN: You said that the one department you made the highest 
mark-up in was produce. Could you clarify that? 

Mr. Crimp: I was corrected in my statement, and I stand corrected. I would 
like to have it corrected here. The so-called general merchandise department 
where we sell health and beauty aids, pots and pans and this type of thing is the 
department yielding the highest margin. 

Mr. WHELAN: What is the department next to that? 

Mr. Crimp: Produce. 

Mr. WHELAN: Could you clarify “produce’’? 

Mr. CHISHOLM: Fruits and vegetables. 

Mr. WHELAN: Why do you make such a mark-up on fruits and vegetables? 


Mr. CHISHOLM: It is a highly perishable product with a good deal of loss 
involved. 
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Mr. WHELAN: But your net profit is high. 


Mr. CHISHOLM: We do not know how to figure net profit in any product. It 
is almost impossible to do it. We can estimate it, but it is almost impossible. 

Mr. Crimp: I would like to answer this question in a little more detail, if I 
may, sir. 

In the produce department we are dealing with the most highly volatile 
product in the store. It is much more perishable than meat or anything else we 
handle. Our mark-up on the study done between November 15 and 27, 
1965—our maximum potential margin for all the items handled in that store in 
the fresh fruit and vegetable department had a maximum obtainable margin of 
30.29 per cent. The end result, after everything was finished, was a margin 
realized of 24.30, and we would be glad to provide this type of schedule, if the 
committee would like to have them. These are actual audits which provide all of 
the actual detail. 


Co-Chairman Senator CROLL: What products are covered? 

Mr. Crimp: This covers everything from apples to yams and cut plants. 
Co-Chairman Senator CROLL: Will you provide that for us? 

Mr. Crimp: We will, indeed. 

Co-Chairman Senator CROLL: You want that, do you not, Mr. Whelan? 


Mr. WHELAN: Yes, I would like to have that. I have one other question with 
respect to fruits and vegetables. Perhaps I should tell you that I come from 
Essex County. 


Co-Chairman Senator CROLL: He knows that. 


Mr. WHELAN: I saw a report made by what I consider an authoritative 
source to the effect that when vegetables are at their lowest price to the 
primary producer—when he gets the least return—your stores make the most 
money. What I am saying is that you do not necessarily pass on the lower price 
to the consumer. 


Mr. Crimp: That is a question on which I do not think this committee 
would like to spend the time that would be necessary in going into it in all of its 
detail, but I would be very pleased to have some authorities here to deal with 
such matters. You see, you are not talking relatively, and people do not go into 
the type of detail—let us take an item like lettuce. This thing came up this year 
down in your part of the country, and it was proven conclusively that there is a 
letter to the federal Minister of Agriculture to the effect that the newspaper 
report was totally erroneous, and that letter was from the Food and Vegetable 
Growers’ Association—an authoritative source. One of the things that are not 
taken into consideration is the fact that in Canada, or in Ontario, a head of 
lettuce at the beginning of the season is a very puffy and loose thing versus the 
imported variety which we have just finished handling, the iceberg lettuce, 
which is hard and firm, with hardly any leaves coming off the outside at all. 


Mr. WHELAN: You have just made a statement as to the quality of the 
produce. You are not going to tell me that all of the lettuce you import is of this 
high quality, are you, because I have bought lettuce in your stores wrapped in 
cellophane with elastic around it so that it looks like a head of lettuce. Do not 
tell me that all of the lettuce you put up for sale in your stores is of that high 
quality, because I shop every Friday night when I go home, and I see what is 
going on in the stores. 

Mr. Crimp: Wait half a minute, sir— 

Mr. WHELAN: I want to point out that I have a paper in front of me which 
shows that there has been a mark-up of as much as 800 per cent on cucumbers. 
When the producer was getting the lowest price the store had the highest 
mark-up on that produce. This was not in your store, by the way, but it was in 


470 JOINT COMMITTEE 


a store that marked cucumbers up by as much as 800 per cent. Yesterday there 
was a farmer at the meeting, and the day before he came to Ottawa he picked 
tomatoes in his field and sold them in 6-quart baskets for 40 cents, and before 
he had even unloaded them off his truck the storekeeper—and this is Dominion 
Stores—was selling them for 75 cents, a mark-up of almost 100 per cent with no 
handling whatever. 


Mr. Crimp: I think in order to answer these things intelligently, I would 
not under any circumstances try to indicate that we are not marking up at 100 
per cent. As a matter of fact, we made specific reference to the human element 
in our stores with the thousands of employees that we have. I am not doubting 
your word about the lettuce, but I am talking about the quality of the product 
that is imported into Canada when the lid is taken off the crate. 

Now, in connection with tomatoes, remember that in the month of Octo- 
ber—and I am sure you are acquainted with this fact—a basket of tomatoes if 
held for 48 hours—let us remember that the stores today are held at a 
temperature of at least 72 degrees, and usually it is closer to 80 degrees, and 
those tomatoes, coming from the field in the month of October—well, you know 
what happens to tomatoes when they get into the heat. We have a potential loss 
of very great account. You know how water blisters form on tomatoes better 
than I do. 

Mr. WHELAN: I think I know that if those tomatoes are picked properly and 
put into the baskets properly they will keep for as long as three weeks. In 
hotter weather than this these tomatoes will keep for two or three weeks, 
especially in your air-conditioned stores. 

I am away off the board here, Mr. Chairman, but I brought this up because 
the witness said that the growers’ association was erroneous in what they were 
saying. 

Co-Chairman Senator Crotut: Mr. Whelan, you have been an excellent 
witness. Go ahead. 


Mr. WHELAN: Now, in respect of tomatoes you made a statement here—I 
didn’t grow tomatoes this year because of the position I now hold. 


Mr. McCuTCHEON: You didn’t need to. 


Mr. WHELAN: Somebody said that I didn’t need to, but I will tell him that I 
made more money growing tomatoes than I do as a member of Parliament, and 
I work like hell too. 


On page 2 of your submission, in connection with tomatoes, you say: 


Canned tomatoes and tomato juices are expected to be higher in 
price at the grower and processor level due to a short crop caused by 
drought in 1966. 


And you added that that would be on account of heavy rains as well. 
Mr. Crimp: In some areas there were heavy rains. 


Mr. WHELAN: Yes, but the phrase ‘“‘at the grower and processor level” is 
erroneous so far as I am concerned, because these are all contracted for, and we 
get no more whether we have a short crop or a prodigious crop. We get nothing 
more. You are just taking advantage of the propaganada that has been spread 
about. You are importing tomatoes and you are importing peaches at a lower 
price than that at which we can produce them in Canada, and the consumer is 
being taken advantage of by that very fact. The statement that is made here is 
completely erroneous and false. 


Co-Chairman Senator CROLL: Just a minute, Mr. Whelan. 

Mr. Crimp: I have heard Mr. Whelan’s observation and with respect, sir, I 
would like to point out to the committee things which you know much more 
about than I, that the price of tomatoes for processing purposes is negotiated by 
a properly constituted marketing board under the authority of the Department 
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of Agriculture and Food of the Province of Ontario. I am told by the best 
authority available to me that canned tomatoes and canned tomato juice in 
Canada, because of no carry-over of tomatoes, particularly from a year ago, and 
because of other conditions, will be higher in price than they were a year ago. I 
shall be pleased to get the quotations for you. They will be available to you, I 
am sure, from the manufacturers. The price to the producer—let us make sure 
that we get straight—is negotiated by a properly constituted marketing board. 

Mr. WHELAN: That is what I mean, and here you say that they are expected 
to be higher in price at the grower and processor level. 

Mr. Crimp: I expect that $40 a ton for tomatoes is a higher price, but I may 
be wrong. 

Mr. WHELAN: It was set last spring before the crop was planted. 

Mr. CRIMP: Was it higher than the year before? 

Mr. WHELAN: It was $3 a ton higher. 

Mr. Crimp: I am correct, then. 

Mr. WHELAN: No, you are not correct. You are blaming this on the weather 
and the shortage of the crop. 

Mr. Crimp: I made a statement. It is an accurate statement. 

Mr. WHELAN: You know, because you are in the food business, that you are 
importing tomatoes from other countries at prices lower than we can produce 
them here in Canada. 

Mr. Crimp: Are you talking about canned tomatoes? 

Mr. WHELAN: Canned tomatoes and tomato paste. There was a carry-over 
of tomato juice. 

Mr. CRIMP: Yes. 

Mr. WHELAN: And you include juice here, too. 

Mr. CRIMP: Juices are going to be higher. That is my opinion. In compiling 
this data for the committee we did look for items that might be higher, and I 
would be pleased to go back and get the names of the processors from whom 
this information came. It is not a figment of somebody’s mind. This was given to 
us in good faith by reputable canners. 

Mr. WHELAN: It is an old game that they play. That is all it is. 

Co-Chairman Senator CROLL: Have you many more questions, Mr. Whelan? 

Senator THORVALDSON: These have not been questions. 

Mr. WHELAN: These have not been questions. I am only correcting errone- 
ous statements. I may not have done it in the language of big business, or legal 
terminology, but in my own way because I know that these things that are 
being presented here are not right. And, I do not have to have any senator— 
senators are not elected—to tell me what are questions and what are not. I was 
elected to look after the interests of the people, and thata is what I am trying to 
do. 

Co-Chairman Senator CROLL: Yes. Have you any more questions? 

Mr. WHELAN: No, I pass. 

Mr. Otson: Mr. Chairman, in Exhibit “‘C8’’, and dealing with the prices of 
apples, I notice that for McIntosh Apples on August 1 you took a gross 
mark-up of 30 per cent. On September 26 you took a gross mark-up of 39 per 
cent. Why did you need a 23 per cent or 24 per cent greater mark-up on 
September 26 above what you needed on August 1? 

Mr. Crimp: I would not be able to answer that immediately, sir. I am 
inclined to the opinion that these are apples perhaps that were C.A. apples from 
last year, highly susceptible to shrinkage. I am not sure, I could get the data for 
you. The new crop, McIntosh, I think came on the market after this date. 
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Mr. Ouson: After September 26? 

Mr. Crrmp: I am not sure, I would like to find out. 

Mr. Otson: Now may I turn your attention to Exhibit ‘“‘C7’’—the price of 
chicken in Ontario. I notice, for example, that during a seven week period from 
October 26 to December 27, 1965 your cost remains constant at 35 cents a pound 
and your selling price remains constant at 47 cents a pound; in other words, the 
gross mark-up, 12 cents a pound; and that for a sixteen week period from May 
16 through to September 19, 1966, while your cost and selling prices remained 
almost constant, it was a 16 cents a pound mark-up. Why did you need 16 cents 
a pound mark-up then or 25 per cent more mark-up than you needed for this 
mark-up late in 1965? 

Mr. Crimp: In the merchandising mix it is necessary for us to move as from 
item to item. The end result of all of the items we handle we submit in the 
other exhibit and is the final over all yield, the margin result of a meat 
department, and then during that certain items at certain times carry greater 
mark-ups, greater potential mark-ups than others. 

In connection with chicken, to further answer your question, I would like to 
point out that this product of broilers comes to us packed in ice and we buy 
them on that basis. They are weighed and have to be dried out before packaging 
and there is a considerable shrinkage. Here is an item again requiring a greater 
tolerance in the weight when packaged to insure full weight when purchased. 

Mr. OLson: I understand that; but if 12 cents a pound was enough during 
the last seven weeks of 1965, and I presume that during that period you had 
this same problem of shrinkage and so on, why do you need 16 cents or a 25 per 
cent increase in the mark-up at another period, because these other factors of 
shrink, repacking, and so on, surely did not change between 1965 and the period 
I spoke of in 1966, did they? 

Mr. Crimp: I did not follow the question. 

Mr. OLSON: You gave us a reason, being shrink and repacking, and so on, 
involved. Did that change between 1965 and 1966? 

Mr. Crimp: No, it didn’t. I was merely pointing out a fact concerning this 
particular product. It did not change. 

Mr. OLson: One other point with regard to Exhibit “C7.” You say there 
could be some change in the amount of mark-up you take on certain items at 
different times? 

Mr. CRIMP: Right. 

Mr. Outson: But as far as breasts are concerned in these chickens, during an 
18 week period from August 2 to December 27, 1965, you took 22 per cent—22 
cents a pound mark-up, and for a period of 19 weeks, from April 25, 1966 right 
through to September 26, 1966, you took 22 cents mark-up and 27 cents 
mark-up. Is there any special reason for that? 

Mr. Crimp: I can’t give you a specific reason, sir, other than to repeat again 
that we are selling a very wide range of products in a meat department. 
Competitive conditions on this and that, or the. other thing, do not make it 
possible for us to realize constant mark-ups on everything. We have to adjust 
up and down and come to a final realized margin, which we have submitted on 
another exhibit. 

Mr. Otson: Are we to assume then, that your stores selected chickens 
which required a higher mark-up in 1966 as compared to 1965? 

Mr. Crimp: I would have to say, Mr. Olson, that in order to come before 
this committee we went to our records in an endeavour to put before this 
committee the most factual data we could find. This is what we found on 
chickens, and your comments concerning the cents per pound mark-up on here 
are as they were, and I cannot give you a better reason without going back and 
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getting a lot of additional data as to the items that we advertised during this 
week which brought our total realized margin down. 


Mr. FEGGANS: If I may add to that, we have not in our notes and 
presentation at any time attempted to say there have not been increases in food 
prices. We have admitted that, and quite frankly provided you with all the 
background on wages, benefits, taxes, and so on, that have contributed to that. 


Mr. Ouson: I will take your word for it that you required a higher mark-up 
on chickens between these two periods, and I suppose if your average mark-up 
or your average return was going to remain constant there would have to be a 
decline in some other products? 

Mr. Crimp: That is right. 


Mr. Ouson: I would turn your attention now to Exhibit “C1”, dealing with 
beef and pork costs. You indicate that in June 1965 you paid 47 cents a pound 
for sides of beef. On June 27, 1966 you paid 454 cents a pound—a decline of a 
cent and a half a pound. Further on in the chart, there is a decline of four cents 
a pound on hinds of beef. Then I look at what you call your regular selling 
prices of meat cuts. For the same period, or right next to that same period, your 
T-bone steak and porterhouse steak and sirloin steak in 1965 was selling for 
$1.15, in spite of the fact that you paid less for the meat that you are now 
selling in 1966 for $1.19. In other words, it went up four cents a pound. At the 
other end of the scale, hamburg is up 10 cents a pound. 

Mr. Croup: The sides were one and a half. 

Mr. OLson: Yes, you are right, one and a half. 


Mr. Crimp: I have no specific answer to your particular question, sir. The 
figures are presented to you directly from our records just as they are. I think 
perhaps, sir, you would recognize that the time at our disposal in order to 
compile this data was very, very short, and obviously one has not had an 
opportunity to do an exhaustive study. But I would point out again that this is 
the end result of the whole thing, and it has to be taken into consideration that 
Exhibit “C2” shows the store’s gross margin percentage of meats for the first 
half of the year from 1961 to 1966 and the second half of the year down to 1965. 
That is the final answer. 

This is the meat business. We, like everyone else, have to make our mix up. 
To come up with these figures something has to be up, and something else 
down. You have picked on the exhibits that show the “ups”. I have not got an 
exhibit of the “downs,” but they must have been there. 


Mr. Otson: I have so far been talking about chicken. We find an increase in 
the retail price as well as in the percentage of your mark-up, at least, in the 
amount of pounds of your mark-up. We get to beef, and we find that there is an 
increase in hamburg and sirloin steak, and one other product as far as meat is 
concerned, and I think that is pork, and I am wondering if I could find 
something that went down, because these things went up. ! 


Mr. Crimp: I would like, before we leave the base, sir, and I think it is 
important for the committee to note it, that we have shown for your benefit that 
during the year 1966 from June 13 to October 3, the price we paid for sides of 
beef was in excess of that paid during 1965. Would you like to go on to bulk? 

Mr. Ouson: I do not understand that last statement. 

Mr. Crimp: It is at the bottom of the Exhibit “C1,” regarding beef and pork 
costs, giving the average in each case: beef sides, 46.5 versus 45.8; hinds of beef, 
56.9 versus 56.4; pork loin, 64.5 versus 58.8. 

Mr. Ouson: Are you suggesting to me, then, that your mark-ups—if you 
want to take July or June, when you had these increases in your retail prices 
while you were paying less for these sides—was in anticipation of taking care of 
a cost increase later in the year? 
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Mr. Crimp: No, sir, I would not intimate any such thing. 


Mr. OLSON: Why didn’t it follow? Why didn’t they follow your retail? For 
example, in June, why don’t your retail prices bear a direct relationship to your 
costs? 


Mr. Crimp: One reason for that could be, as we pointed out in our report, 
that we buy beef today that was killed two days ago, and we buy it at prices as 
established then. It hangs for 12 days before shipping. It goes to the stores 
usually on a Monday in order for preparation to take place, and is cut up and 
prepared for sale. That really means there is almost a three weeks lapse 
between the act of purchase and the act of resale. I think you will find 
throughout the meat industry that a given week cost does not necessarily reflect 
immediately, because you are not working on that animal. 


Mr. OLson: That has not changed this year as compared with last year? 


Mr. Crimp: No. It is the same thing. 

Mr. OLson: Could I turn for a moment to pork and hogs. I notice, for 
example, that during July of 1966 there was an increase in what you paid for 
pork loins every week, an increase of about three to five cents a pound. I notice 
you have mentioned the Canada Packers strike there. The statistics supplied to 
us by the federal Department of Agriculture indicate a decline of from 36.24 
cents in July 1965 for grade ‘“‘A” hogs carcasses down to 35.12 cents a pound in 
July 1966. Yet you are paying anywhere from two to five cents a pound more 
for loins. Do you know why? 

Mr. Crimp: I do not know the answer to that question, sir. 

Mr. OLSON: Whom do you buy these loins from? 

Mr. Crimp: We can provide for you a total list of all of the various 
suppliers from whom we purchase throughout Canada. I think it numbers 
somewhere in the neighbourhood of 35 people, all H. of A. houses. 

Mr. Ouson: I would like to know that, because some day we hope to have 
some of the packers in here. We would like to know why the cost of loins and 
bellies that go into bacon and so on have been going up and were substantially 
higher during 1966 for comparable months, in spite of the fact that the price in 
the livestock market went down. 

Co-Chairman Senator CroLL: Very well, Mr. Olson, Mr. Crimp, you will 
provide that list to us as quickly as you can? We will be needing it. 

Mr. McCutTcHEon: I will not take long, as Mr. Olson has explored the bacon 
costs I was interested in. I will not take more time on that. However, I am 
concerned about Presswoods supplying cost on exhibit C3, March PR BN 
31.9. This is at the time when pork was $40. We get down to cost, where pork is 
selling, as of July, at some place between $36 in July and $34 in September. Yet 
Presswoods are charging 85, 89, 91, 90. How come? 

Mr. Crimp: I replied, sir, to Mr. Olson to the effect that because we do not 
buy hogs in the side and we have no processing operation of any kind, we have 
no way of knowing what people get for jowls, ears, tails, feet, and head and 
cheek, and such things. We could not possibly hazard a guess. We have 
purposely here shown the table where a dressed hog did decline and the other 
cuts came up. We would like to point that out, but we cannot give you the 
reason. I am sure this is a question you would like to direct to the packing 
house people themselves. 

Mr. McCutTcHEon: We are being directed towards the packing house, to 
look for this. 

On page 7 of your submission you make this statement: 

Unless drastic cultural changes take place, distribution cannot lend itself 


as favourably to the application of increasing mechanism as in other 
fields. 
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Mr. Crimp: I would like Mr. Chisholm to answer that question. 


Mr. CHISHOLM: There is not the same opportunity in a retail store for 
mechanization as there is in large-scale agricultural production or processing. 
We do not know how to automate a store. We do some things but we are 
limited. 

Mr. McCutTcHeEon: What has cultural practice to do with this? 


Mr. CHISHOLM: Well, having something to do with the feelings of people 
and so forth, both of our customers and our operators. 


Mr. McCuTcHEon: On page 7, under subsection 21, you say: 
The higher gross margins have also been necessary because of the greater 
“value added” by the supermarket... 


In “value added,” are you referring specifically to the labour costs? 


Mr. CHISHOLM: Yes, through in-store packaging and more refrigeration and 
so forth. 


Mr. McCutTcHEOoN: As an educated guess, how much could a housewife save 
on her bill if she did not subscribe to this exotic method of packaging, etcetera? 
I have read where the Minister of Agriculture last week bought a lot of 
groceries here in Ottawa for a very few dollars, whereas his assistant bought 
glamorous items and it came to a great lot of money. Would there be 25 per 
cent or 30 per cent saving for the housewife if she did not bother with these 
exotic glamorous things? . 


Mr. Crimp: Your question is one which is attracting a great deal of 
attention today. Those of us in the food industry find ourselves at a great 
disadvantage. Terms such as “exotic” and so on are being quipped across the 
airwaves and the television and the newspapers. I would like to have somebody, 
please, put before us a so-called exotic item, and we shall be glad to examine it 
together with you. 


Co-Chairman Senator CRoLL: Mr. Crimp, I am producing to you a Stall 
plastic tray containing ten small onions covered with a plastic cover. Here, you 
have got it now. The man who sent this to me from Toronto said he bought that 
in your store but he tried to buy some loose onions and could not get them. The 
man had to get them that way or he could not buy them at all. 


Mr. Crimp: I have the evidence before me now. Shall I endeavour to 
answer your question, sir? 


Co-Chairman Senator CROLL: I hope so. That is what was intended. 


Mr. Crimp: Here again we do sell loose onions in our stores. Evidently the 
young man that was handling this particular sale was not on his toes, pote 
would like to add something to this. Mr. McCutcheon—it is Mr. McCutcheon, is 
it not? 

Mr. McCutcHeEon: I am the selected one. 

Mr. Crimp: Mr. McCutcheon directed a question to me. He asked what 
saving could a customer make, not necessarily in our stores, but specifically in 
our stores if you wish, on a so-called bulk purchase versus this type of package 
purchase. I would say in answer to that question, sir, that I would have to first 
of all go and find out what is a bulk purchase. Do you want a 25-pound bag of 
onions? If you do, I would think that the saving would be considerable and we 
can get the answer for you. However, I would point out immediately that, if 
your family is somewhat similar to mine, for my wife and me this small 
package would be a two-week supply of onions. 

Mr. McCutcHEon: I can’t eat them either. 

Mr. Crimp: And 25 pounds would be a total loss in our home. I would like 
to deal particularly with this situation, sir. We are so accustomed to drawing 
comparisons without having the things being compared available to be looked 
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at, but it is not economical for people who do not need 25 pounds of potatoes to 
buy 25 pounds. They are much better off to buy one potato wrapped in foil and 
take it home and bake it and eat every ounce of it rather than to throw half of a 
10-pound bag down the garbage chute. 


Co-Chairman Senator CROLL: All this man wanted to buy was two onions, 
but he could not get them. 


Mr. Crimp: My wife bought two onions on Royal Road just the other day. 
Co-Chairman Senator CROLL: Well, I was not there, but that was his story. 


Mr. Crimp: I’m glad that you had the exhibit, sir. I have tried to answer 
your question. 


Co-Chairman Senator CROLL: And I have some more exhibits. 


Mr. McCutTcHeon: If I were going to buy an onion, I reckon I would rather 
just get one onion and drop it in a paper bag than have that package there. 


Mr. Crimp: If I may point out, sir, I cannot let your statement just go by 
that quickly; that one onion dropped into a paper bag, which would be at least 
a four-pound bag, would be totally uneconomic for us because of the cost of 
that bag. The cost of the bag would make the sale totally uneconomic to us. 


Mr. McCutcuHeon: I have almost come to the end of everything here. I must 
say that this is a most commendable brief and covers all points. However, I 
would like to know how much added cost is involved in the little item that is 
called in here ‘“‘Carry-out Service”. The old grocer in the old days used to walk 
to the door and open it for the lady as she walked out. Now we have an item 
here called ‘‘Carry-out Service’’. 


Mr. Crimp: I think I would like Mr. Feggans to answer your question. 
Would you care to answer that question, Mr. Feggans? 


Mr. CHISHOLM: This is an example of cultural change, of sociological 
change. 


Mr. FEGGANS: This is what we talked of earlier when we were speaking of 
the concentration of shopping at the weekends. Usually that is when the 
husband is home with the car. The modern shopper tends to buy a large supply 
at least once a week. Sometimes, when they are paid biweekly, they buy a bulk 
of two weeks’ supply at one time. This is a very large amount of produce for 
any person to carry out to the car, so we provide young boys, mostly high 
school students, to perform this service. It is something that our customers 
appreciate. No tipping, I might add, is permitted. 


Mr. McCutTcHEon: I have one more question, Mr. Chairman, and I will get 
it in quickly. We have read quite a bit recently about a very expensive turnip. 
Are you the people who sold that turnip? 


Mr. Crump: I made rather an exhaustive study; I do not know from whom 
the turnip was purchased, but I find that the highest price at which we sold 
turnips during the period under question was 12 cents a pound ranging down to 
10 cents. I might suggest that, again, a human error could have taken place 
there and that the young man instead of putting 12 cents a pound, in whatever 
store was involved, put 22 cents. I think it was some type of human error 
because I do not think any of our competitors would have charged 22 cents a 
pound. Incidentally, a five-pound turnip is really conspicuous nowadays because 
normally, they are much smaller than that. 


Co-Chairman Senator CROLL: We will have Mr. Choquette, Senator Carter, 
Senator McDonald and Senator Thorvaldson in that order. We may have to 
break in once or twice for Mr. Urie. 


Mr. CHOQUETTE: I will be very brief. First of all, I want to commend you, 
sir, on the presentation of your brief as being both in French and in English. 
But the fact that your report on the preparation of beef was only in French is 
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something I almost resent. Obviously your company is predominantly 
French-speaking, and therefore I will ask my questions in French. Vous m’en- 
tendez bien? 


Mr. Crrmp: Yes. 


M. CHoQueETTE: Vous avez dit, tout a ’heure, que c’était votre intention de 
déposer la liste de vos fournisseurs. Est-ce qu’il s’agit de la liste compléte de 
tous les fournisseurs, et auriez-vous également l’intention d’indiquer a cote de 
chaque fournisseur, le montant que vous payez? 


Mr. Crimp: Your question, sir, has to deal with the list of suppliers we 
referred to. The list will be what we call our composite list. Each of our districts 
sends in the list of its meat suppliers because of our insistence that meat in our 
stores must be 100 per cent meat processed in plants operated under the federal 
Government Department of Agriculture Health of Animals Branch inspection, 
so that we have a composite list and that is the list we will provide. 

It will cover all of Canada. In answer to the second part of your question, 
relative to our purchases from each, this would be an extremely difficult thing 
for us to compile, since in our operation spread from Newfoundland to 
Vancouver we purchase from different branches of these houses, and in our 
accounting system the invoices for meat are all mixed in with the other invoices 
from that individual store. We would have to go through every store’s invoice. 

We can, I believe, do a pretty good job of trying to indicate to the 
committee a ranging of suppliers in order of importance, let us say. 

M. CHOQUETTE: Ce qui m’inquiéte dans ¢a c’est que les versements que vous 
effectuez aux fournisseurs se chiffrent par 401 millions de dollars, ce qui 
correspond a peu pres a 80 pour 100 du chiffre d’affaires. Est-ce qu’il est 
possible, par exemple, que vos plus gros fournisseurs soient des compagnies sur 
lesquelles vous exercez un contrdéle vous-mémes? 

Mr. Crimp: To answer the parts in this question, we will have to try taking 
them one at a time. Your first comment, sir, was relative to the percentage of 
our total purchases to our sales. The figures indicated there are a breakdown of 
the dollar and indicate the purchases of all merchandise. 

In answer to whether or not we exercise any control, the answer is no. 

M. CHOQUETTE: Une derniére question. Je remarque quily a trois magasins 
qui ont fermé depuis l’an dernier. Est-ce le cas? 

Mr. CHISHOLM: What was that again—three stores? 

Mr. CHOQUETTE: There were three stores closed. 

Mr. CHISHOLM: There were more than that. 

Co-Chairman senator CROLL: He said some 20 stores were closed. 

Mr. Crimp: The figure there, Mr. Choquette, I think is the net result of 
openings and closings, so there might be “X” number from last year and this 
year, but we did close, I think, 25 stores. 

Mr. FEGGANS: Twenty-one. 

Mr. Crrmp: Twenty-one, and we opened 26. 

M. CHOQUETTE: I] y a une derniére question que je voudrais vous poser. Je 
Vai posée hier aux témoins qui comparaissaient, et j’al Vimpression qu’a répéter 
cette question—en la posant a chaque témoin qui fera son apparition ici, ca peut 
peut-étre donner des résultats. Voici. 

On remarque souvent, sur des produits qui sont a Vétageére dans les grands 
magasins a chaine, ce collant que vous appelez en anglais un “sticker”, sur 
lesquels on indique une publicité mensongére comme les suivantes: 

29¢. off, 49¢. off—29 sous de moins, 49 sous de moins— 


tout simplement pour suborner le consommateur et lui faire croire qu’il paiera 
moins cher, alors qu’en réalité, c’est faux. Je voudrais vous demander quelle est 
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votre opinion au sujet de cette publicité et est-ce que ce ne serait pas votre 
intention de la combattre aussi énergiquement que possible? 

Mr. Crimp: The answer to the question, Mr. Choquette, relative to this is 
that our company, together with the industry at large, have endeavoured to 
discuss these matters with our suppliers, and I would say there is a greater area 
of understanding today between us, and progressively that will improve. 

In answer to the other part of your question, I believe that when it is 29 
cents off it is 29 cents off the full regular selling price. I want to be specific 
about this because I do not wish to be misunderstood. Let us say a regular 
selling price of 89 cents. We might have advertised that item at 83 cents at some 
time during the last six months, but the full regular selling price is 89 cents, so 
29 cents off would be off the full regular selling price and not off a normally 
advertised price. 

To the best of my knowledge, sir, that particular area of operation is being 
watched very closely by ourselves and the entire trade, and we are finding 
excellent co-operation with all our suppliers in this field. 

I think it is a fair statement to say that there are some companies who have 
discontinued the practice entirely, and there is much less of it today than was 
involved during the past three or four years. So I think you will find your 
questioning in this area is landing on very fertile ground, and you are in an 
area in which we are all endeavouring to do a good job for the consuming 
public. 

Senator CARTER: Mr. Chairman, I should like to begin with one question on 
Exhibit “C3,” again having to do with national brands. Your commodities which 
are put up according— 

Co-Chairman Senator CROLL: Exhibit “C3” is not national brands. I think 
Exhibit “K” is national brands. 

Senator CARTER: No, I am sorry. This is the national brands I am talking 
about. 


Co-Chairman Senator CROLL: Exhibit “K’’, is it not? 

Senator CARTER: Yes, Exhibit “K”. Let us take a product like detergents 
which was mentioned, I think, by Mr. Saltsman earlier this morning. You do not 
manufacture your own nominal brand; somebody else manufactures that for 
you, is that right? 

Mr. Crimp: That is correct, sir. 

Senator CARTER: The company or the manufacturer that produces this 
product which you label as your nominal brand, does that manufacturer also 
have a national brand? 

Mr. Crimp: Yes, he does. 

Senator CARTER: What does his national brand sell for? Could we have the 
name of the person who manufactures it? 

Mr. Crimp: The former Javex Corporation, commonly known now as a 
division of Domtar. I believe I am correct when I say the brand name is “Gay” 
under which they merchandise their own product. 

Senator CARTER: Do you carry his national brand lines in your store as 
well? 


Mr. CRIMP: Yes, sir. 


Senator CARTER: What would be the price of that national brand, as 
compared with your own? 


Mr. Crimp: I have not that information immediately available, but we 
would be glad to get it. 


Senator CARTER: Thank you, sir. I have one or two other questions. 
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On the first page, section 3, you say: 


Food costs have been influenced by: higher purchase price to retail- 
er; improvement in the nature of products (e.g. upgrading quality); 
higher operating expenses. 


Can you say whether these have all had effect, or which of these factors 
have had the most effect? 

Mr. Crimp: I would like Mr. Chisholm to deal with the question. 

Mr. CHISHOLM: I do not believe we can answer that quickly, senator, unless 
you can get it from our annual report showing two years or more of operating 
results showing the cost of goods sold compared to sales for several years. That 
would give the one factor of the increase in our costs, and we have our 
expenses, and compare those for several years, but I cannot give you them off 
hand. We could work that out. 

Senator CARTER: There is not one of these three outstanding which would 
make the other two rather insignificant? 

Mr. CutsHotm: I do not think so. It would vary a great deal from product 
to product too. 

Senator CARTER: On page 5, section 12, you say: 


A typical supermarket equipment cost in 1966 is 34 per cent over 
1961. 


Mr. Crrmp: Which page are we on, senator? 


Senator CARTER: Page 5, paragraph 12. Would that equipment be more 
efficient? Would there be any offsetting efficiency as compared with the equip- 
ment in 1961? 


Mr. CHISHOLM: Certainly, and this is one of the things that helps to offset 
other rising costs, or to keep price increases to a minimum. 

Senator CARTER: So that the net effect is not actually 34 per cent in your 
overall? 

Mr. CHISHOLM: In a manner of speaking, that is right. 

Mr. Feccans: It costs 34 per cent more to equip a store, but not with 
identical equipment? 

Senator CARTER: Yes. 

Mr. CHISHOLM: That is right. 

Senator CARTER: But that increased cost at the same time lowers your 
operating expense? 

Mr. CHISHOLM: It could be it helps to do that. Put it another way, it also 
helps to get the product to the consumer fresher and in better condition. There 
is more refrigerated equipment going into stores all along, and so on. 

Senator CARTER: Does your company make use of loss leaders? 

Mr. CHISHOLM: We try not to lose money on anything we sell. We do sell 
some products at lower margin than our average—for instance, turkeys or eggs. 
It is traditional for us to take a much lower margin than our overall cost of 
doing business. That is why we have to have higher margins on other products. 
We never use the phrase “loss leaders” ourselves; we certainly try to avoid it. 
Occasionally we have to sell things at a loss of which we have an excess supply 
or something like that. 

Senator CARTER: I think you made a statement that the price of bread in 
October is the same as it was in March? 

Mr. CHISHOLM: Yes. 

Senator CARTER: What is the price of bread in your store today? 


480 JOINT COMMITTEE 


Mr. Crimp: Twenty-four cents a loaf, for a sliced white loaf weighing 24 
ounces. 

Senator CARTER: Twenty-four cents for a sliced 24-ounce loaf? 

Mr. Crimp: Right. 

Senator CARTER: Is it selling in other stores cheaper than this, do you 
know? 

Mr. Crimp: I do not think so. I think our price is as low as those of other 
supermarkets. 

Mr. FEGGANS: We are quoting there our largest volume seller; there are 
other prices. 

Mr. Crimp: There are other sizes too. 

Senator CARTER: Mr. Chairman, I do not want to take up any more time. 

Co-Chairman Senator CROLL: You have been very short. If you have 
something further, perhaps I can influence you more than I can my friend. I 
have Senators MacDonald and Thorvaldson and Mr. Olson. I must get in Mr. 
Urie because he has some specific questions to ask. 

Senator McDoNALp: I have very few questions, senator. 

Mr. Crimp, you told us you own 380 retail stores in Canada and two 
wholesale, one in Montreal and one in Toronto, is that right? 

Mr. CRIMP: Yes. 

Senator McDonatp: I think you have been asked whether you had any 
other controlling interests in stores and wholesalers in Canada, and your answer 
was: No. 

Mr. Crimp: No. 

Senator McDONALD: Have you any minority interest in any retail outlets in 
Canada? 

Mr. Crimp: No. 

Senator McDona.Lp: Have you any investments in the United States? 

Mr. Crimp: Mr. Chisholm, would you like to answer that question? 

Mr. CHISHOLM: No. 

Senator McDONALD: Have you any investments outside of Canada? 

Mr. CHISHOLM: No. 

Senator McDona.p: In Exhibit “M” you show a return on your capital 
investment of 6 per cent. 

Co-Chairman Senator CROLL: What is the document? 

Senator McDoNna.Lp: Exhibit “M”. From 1962 to 1966 it runs at roughly 6 


per cent. Does that include the return from investments and sales, and the 
return from your wholesale and retail operations? 

Mr. CHISHOLM: Yes. 

Senator McDonatp: Are the only investments you have, apart from your 
investment in wholesale and retail operations, included in your consolidated 
balance sheet under the heading of: “Short term investments—at cost, which 
approximate market value?” 

Mr. CHISHOLM: Yes. 

Senator McDONALD: Would you tell us what those short term investments 
are? Are they debentures, bonds, common stock— 

Mr. Crimp: Short term notes. I think we use short term notes almost 
entirely. 

Senator McDonatp: Is this only to use the money over a short period of 


time, and is it the plan of your company to put this capital into plant and 
improvements? 


_— 
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Mr. CHISHOLM: Yes. 


Senator McDONALD: The next item on your consolidated balance sheet is: 
‘““Mortgages receivable’. What would this be? 


Mr. CHISHOLM: They are—I think Mr. Bolton, one of our top financial 
people, will be able to answer that question. 


Mr. Thomas G. Bolton, Director of Strategic Planning, Dominion Stores 
Limited: These are on some properties that we have come out of, and taken 
back in turn mortgages on them. 

Mr. CHISHOLM: It is very incidental to the whole operation. 

Senator McDONALD: I think you told the committee earlier on that your 
prices might vary from one area of Ontario to another in your retail stores 
because you have, I believe you said, 13 regions in Ontario. 

Mr. Crimp: Not in Ontario, but in Canada. 

Senator McDONALD: Thirteen regions in Canada? 

Mr. Crimp: Right. 

Senator McDONALD: Would the prices on all your products be the same in 
any given region? 

Mr. Crimp: Not necessarily. 

Senator McDONALD: Why? 

Mr. Crimp: In the operation of our business we find it important for us to 
have regard to competition within what we call the trading area of a store. We 
endeavour to maintain, and further develop, our consumer franchise by en- 
deavouring to be competitive within that trading area. 

Senator McDonaALD: Thank you. Is there any consideration given to setting 
the price of a given product in a given store to the average income of the people 
who live in the area? 

Mr. Crimp: I do not— 

Mr. CHISHOLM: I think we can answer that in another way. We endeavour 
to put into our stores the kind of merchandise that will be bought by people of 
the income level of that area. It is more in terms of types of merchandise rather 
than necessarily a percentage mark-up. 

Senator McDoNALD: But for the sake of argument, there are branded 
products, such as coffee, that are used by people regardless of their income. Let 
us take for example Vel—I think that that is the name of a detergent. Would it 
be the same price in a store in Toronto located in a very high income area as 


the price it is sold at in one of your stores located in a low income area of 
Toronto? 


Mr. Crimp: I think the answer to that question is that it would be the same 
price in both areas. The product being the same, a branded product, it would 
have the same price—with the exception as noted in connection with competi- 
tion within a trading area. 


Senator McDonatp: I have one more question. You said “a branded 
product”. Would that include your own brands? 


Mr. Crimp: Our own brands and company brands are branded products, 
because of the fact of our operation being a nationwide operation then 
- immediately our company brands, in that sense of the word, become national 
brands. 


Senator McDONALD: Does the answer you gave me originally in respect of 
Vel selling for the same price in the high wage area as in the low wage area, 
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mean that your brand of the same product—whatever you call it—would also 
be the same price? 

Mr. Crimp: That is right. 

Mr. SmirH: Two or three minutes ago one of the questioners was asking 
you about whether or not Dominion Stores owned any supplier companies. By 
way of a supplementary question I would like to reverse it and ask who owns 
Dominion Stores Limited? Is Dominion Stores Limited substantially owned by 
suppliers, for example? I come from Simcoe County where we have Salada- 
Shirriff-Hersey Ltd.—are they a substantial owner of Dominion Stores? 

Mr. CHISHOLM: No, they are not, sir. 

Mr. SmirH: Is there any company that is a substantial supplier of food 
products that is a large scale shareholder in Dominion Stores? 

Mr. CHISHOLM: Not a very large scale shareholder. We have 10,000 share- 
holders, and I do not know of any supplier company that has any enormous 
holding of shares. There is a number of them that do own some shares. I think 
our best way of answering your question would be, perhaps, to get you a list of 
shareholders. 

Co-Chairman Senator CROLL: No, that is not what he is getting at, I am 
sure. 

Mr. SMITH: I am thinking in terms—it has been said that if a corporation 
owns ten per cent of another company it can influence the course of that 
company’s management. Do Salada-Shirriff, or do any Canadian packing com- 
panies, such as Swift’s, own a sufficiently large block of shares that they are 
able, if they wanted, to influence the course of purchasing of Dominion Stores? 

Mr. CHISHOLM: No, they do not. Perhaps Mr. Shaw, our secretary and 
General counsel, might have a view on that. 


Mr. N. H. Shaw, Q.C., Vice-President and General Counsel, Dominion 
Stores Limited: I think I can substantiate what Mr. Chisholm has said. One big 
supplier does own a small percentage of our shares. That is the only instance I 
know of. 


Senator McDONALD: I have one supplementary question. How many share- 
holders would it take to hold 51 per cent of the shares of your company? 


Mr. SHAW: I cannot tell you the number of shareholders. It would depend 
on the number of shares involved. 


Senator THORVALDSON: I will be very brief in the questions I shall ask. They 
relate to page 5, paragraphs 9 and 10, namely, the costs of operation and the 
increase in labour costs, and other matters in that area. I will just read from 
page 5: 

Our own company is no exception, with wages representing the 
largest component in the inflationary force, being about 50 per cent of 
our total operating expense. 


Then, I refer you to Exhibits “Hl’““E2” and “37 (Stantingiaviinexaipith ee 
if you would refer to that, Mr. Chisholm, I observe that the increase in your 
labour costs seems to be 28.6 per cent in 1966 over 1961. 

Mr. CHISHOLM: That is right. 


Senator THORVALDSON: And then, of course, on Exhibit “E3” there is a 
reference to the increase in employee benefits, that is indicated as 38.4 per cent. 
The big increase is between 1965 and 1966, and is 9.9 per cent. 

Then, referring to Exhibit “F’’, that relates to expenses, and to income tax, 
business taxes and property taxes. The increase there over the years from 1962 
to 1966 is 38.7 per cent. 
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My question is: Is it possible to make a calculation in regard to just what 
effect those costs have had on the inflation in food prices that we know has 
occurred at the retail level during the last few years? In other words, some 
companies, as has been referred to, are able to offset such increases by 
automation, and so on, which you obviously are not able to do. I think 
everybody knows that. Is it possible to make a calculation in regard to what 
effect those increased costs—taxes, sales taxes and other things—have had on 
food prices during this period? 

Mr. CHISHOLM: Senator, I think it would be well worthwhile trying to 
make this calculation. We have not done it, but it might be a very good thing to 
do. We will undertake to try to do this, and see what we can produce for this 
committee. 


Senator THORVALDSON: I presume the economists of the committee will try 
to do this as well, but let us take one item, the increase in sales tax in the 
Province of Ontario from 3 per cent to 5 per cent. Would that create an 
inflationary effect of 2 per cent, would you think? 

Mr. CHISHOLM: Certainly. 

Senator THORVALDSON: Similarly, could you, for instance, estimate the 
inflationary effect of an increase of salary of 28.6 per cent, as indicated on Ex- 
hibit “‘E2”’? 

Mr. CHISHOLM: Yes, we can do that. 

Senator THORVALDSON: It seems to me that these are matters that would be 
of interest to the committee. For instance, I refer now to Exhibit “E3”, which 
includes a heading, ““Average weekly cost pension plan per employee.” For 1966 
the figure is $3.55 per week, is it not? 

Mr. CHISHOLM: Yes. 

Senator THORVALDSON: Woud that be an inflationary item? 

Mr. CHISHOLM: Yes. Senator, in our annual report we have a figure, I think 
it is $900,000 which will be the full annual cost of the new pension plan when it 
is fully effective. It went into effect on January 1. That will certainly have an 
inflationary effect. 

Co-Chairman Senator CRoLL: How many employees are covered? 

Mr. CHISHOLM: About 9,000 employees are covered, regular employees, and 
some of the part time. 

Senator THORVALDSON: May I ask if that is over and above previous pension 
costs? 

Mr. CHISHOLM: No, it is an integrated plan. 

Senator THORVALDSON: And I observe from Exhibit “E3”’, as was indicated, 
that employee welfare benefits have increased by 38.4 per cent, between 1961 
and 1966. No doubt that would be an item of an inflationary nature? 

Mr. CHISHOLM: Yes. 

Mr. FEeGcGcANS: If I may add to the answer, it does not necessarily follow that 
this is the full impact, that this increase would be reflected in higher food costs. 
We endeavour in our company constantly to find ways and means to offset 
rising costs and we have been successful in a certain degree. 

Senator THORVALDSON: The fact is that you are only one of the agencies in 
the line between the producer and the consumer? 

Mr. CHISHOLM: That is right. 

Senator THORVALDSON: And consequently the costs of the producer would 
be up? 

Mr. CHISHOLM: Certainly. 

Senator THORVALDSON: And also those of the manufacturers? 
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Mr. CHISHOLM: That is right. 
Senator THORVALDSON: You are the third in line as retailer? 
Mr. CHISHOLM: That is right. 


Senator THORVALDSON: And all those items will contribute to the cost of 
food. 


Mr. FeGGANS: And transportation. 
Senator THORVALDSON: As well as transportation. 


Co-Chairman Senator CROLL: We find that we shall require a list of 
shareholders who hold more than five per cent of stock. 

Mr. CHISHOLM: Certainly. 

Mr. Ouson: I have a question which relates to “Mainly because of the 
meat.” I notice your hamburg prices, according to the exhibit that you have 
filed with us as supplementary ‘C1’, that all through the period from June to 
September you have a constant price of 49 cents a pound, that is, your regular 
selling price. I also notice that this compared very consistently with the prices 
that were taken for that same period by the Dominion Bureau of Statistics, in 
what they call the, ‘Average retail prices in Canada of selected food items’, and 
the average in June was 49.4, and in July 1965, 50.2. If we go to 1966 we find 
that your price for hamburg remains constant throughout the entire period at 
59 cents a pound. The D.B.S. figures show the average retail price for Canada 
for this period went up only to 56.5 for June; but in 1965 your average price of 
hamburg was right in line, that is, your selling price, with the average that the 
D.B.S. found. By 1966 yours had gone up 10 cents a pound, and the average of 
the D.B.S. found at retail level was somewhere between five and six cents a 
pound increase. This looks as though you marked yours up almost twice as 
much as the average. 

Mr. Crimp: I would like to point out to you, sir, the inadequacies of the 
presentation that we were able to prepare for this committee. I submit for your 
consideration, with respect, that D.B.S. figures are a total Canada compilation, 
whereas we are presenting here for the committee the best we could do within 
the time at our disposal, and we have selected Toronto. 

Mr. Ouson: In your opinion then, this price for hamburg has gone up more 
in Toronto than in the other parts of Canada? 

Mr. Crimp: I have a young man here who is manager of our research 
department, who is very able, and I think he has an answer that I would also 
like to hear. 


Mr. John Nestor, Manager of Research, Dominion Stores Limited: If you 
look at the figures you are referring to, sir, you will find that in Toronto the 
food prices have gone up at a faster rate for the last year than other cities 
across Canada. So you are giving an average AeUre for all Canada, whereas we 
are giving a figure for Toronto. 

Mr. CrIMP: May I just add a little to that. I notice that your question, sir, 
referred to our friendly jingle, ‘““Mainly because of the meat.’? Dominion Stores 
Limited with regard to hamburg, endeavour to maintain a ratio of 15 per cent 
fat and 85 per cent lean. Government regulations require 30 per cent fat and 70 
per cent lean. We endeavour to have a good product. 

Mr. OLSON: Yes, I accept that, but that has not changed from 1965 to 1966? 

Mr. Crimp: No, sir. 

Mr. OLson: There appears to be about twice as much mark-up on this same 
hamburg in your stores as across the country. 
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Mr. Crimp: I have to refer you back, sir, and I am sure you will read it 
carefully, where we give you the final result of our meat departments over a 
long period of time. 


Mr. UrIE: Mr. Crimp, arising out of an answer given to Mr. Olson’s 
question by Mr. Nestor: During the course of the questioning reference was 
made to a survey made I believe by the Ontario Hydro Electric Employees 
Association of ten cities which showed that food prices in all cities in the survey 
were up to 8 per cent higher than those prevailing in Toronto, yet Mr. Nestor 
just made the statement that food prices in Toronto had risen more quickly 
than in other cities in Ontario. 


Mr. NEsTorR: I said higher in Toronto than in other cities in Canada, sir. 
D.B.S. figures are based on ten cities from St. John’s to Vancouver. I was not 
referring to other cities in Ontario. 

Mr. URIE: Then as to the survey of 26 selected items in ten Ontario cities, 
the price range was from 8 per cent or 84 per cent and higher than in Toronto. 
Why? 

Mr. CRIMP: I cannot give you the answer to that, sir. If I had the list 
available it would help us to study if for you. 

Mr. URIE: All right, sir, we will try to obtain it. 


Mr. CRIMP: This is the type of thing I made reference to earlier. If we can 
come down to specifics, if we could have a list, we could examine to the best of 
our ability anything the committee would like us to look at. 

Mr. URIE: We would appreciate that, because I think we are interested in 
the geographical spread of prices. May I also ask a question with respect to your 
inventory policy. What happens to inventories on hand in Dominion Stores 
when prices rise, say, on a can of peas. Supposing on a new stock of canned peas 
the price rises two cents a can; what happens to the inventories of canned peas 
you have on hand? 

Mr. Crimp: This is a good question and one which requires answering. We 
endeavour, sir, to move out the item purchased at the lower price to the best of 
our ability, at the old price. Because of the varying natures of an inventory per 
store, the storage ability being a factor, it is impossible for us to determine a 
given moment in time when the inventory is all gone. We cannot let it all be 
gone or we would be out of the product. We have to establish a new selling 
price at the higher cost, and there are inventories, minimal, some store might 
have more, but we do have to establish an area price, in order to be able to 
move out the new item at the new price and sell it at the right price. 

Co-Chairman Senator CROLL: Do you usually do that? How do you put the 
new price on? 

Mr. CRIMP: We use different methods. One is that we have a “come clean” 
sticker on some items, and on others we used a marker. 


Co-Chairman Senator CROLL: You rub out one and put on the other one? 
Mr. Crimp: That is right. 


Co-Chairman Senator CROLL: Do you get any complaints from customers 
who see the old one? 


Mr. Crimp: We do, and wherever we do we endeavour to take care of it. 

Mr. URIE: We get a great many letters in here. We had one from a lady in 
Ottawa last week, who stated she shopped in one of your stores and got a can of 
-peas on which there were four different prices, the bottom one being the lowest. 
This is the type of thing that bothers the consumer. 

Mr. Crimp: It really bothers us, and we are working on this constantly, and 
not as a defence,—I am not defending the position at all. 
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Mr. URIrE: I understand. 


Mr. Crimp: I would point out that our practice is that we advertise a can of 
peas, let us say at 15 cents; the regular selling price is 17 cents; there is a new 
cost in, and the new selling price comes out at 19 cents. The 15 is the advertised 
price and it is likely that someone did not erase the old one. We have the 
human element and we are not complaining about that. This is our job, to run 
our business better. 


Mr. Urire: All you are saying is that, as a matter of policy, the company 
policy is against that type of thing? 

Mr. Freaccans: If I may add, the presence of several price markings, some of 
them illegible, does not necessarily mean that they have all been increases. 
There may have been a weekend special which necessitated erasing the price 
and putting the special price on. Then, if all that merchandise were not sold and 
the old price came back, it would have to be erased and priced again. I would 
also like to add that we operate, as Mr. Crimp described, by attempting to find 
the right moment when the inventory is almost gone, before we impose new 
higher prices. We do the same thing when our price decreases. 


Co-Chairman Senator CROLL: Mr. Crimp, I am producing to you part of a 
earton. This comes from Dominion Stores, Park Avenue, Montreal. It is Kel- 
logg’s corn flakes, 33 cents, marked over with 41 cents. The information is, in 
Exhibit “C8,” that the gross mark-up on Kellogg’s corn flakes, March to August, 
appeared to be the same. You notice there is an increase, he says, of eight cents 
between September 5 and September 15, yet your report indicates that this 
remained stationary. 


Mr. Crimp: We have totally no defence for this, in any way. As far as the 
price of Kellogg’s corn flakes is concerned, the cost to us has remained 
reasonably constant throughout the period under review. I can only say that 
somebody—and this happens, too, as there are different items of Kellogg’s 
—some clerk conceivably got the wrong price on here in the first place and 
then put the right one on. 


Co-Chairman Senator CROLL: And the second price is the error? 
Mr. Croup: Usually the customer would think the 41 cents was the error. 
Co-Chairman Senator CROLL: That is what I think. 


Mr. URIE: To change the subject a little, sir, on page 3, paragraph 5(b), you 
make reference to specials. We have a great deal of correspondence addressed to 
the committee, and in addition there are many newspaper items, referring to 
specials. Apparently, there are two subjects which bother people. The first is 
that they go into a store which has advertised a special—I am not saying it is 
your store, take any advertising supermarket—and probably early in the first 
day of the sale they are told it is all out of stock. What is the policy of your 
organization with respect to that situation? 

Mr. FEGGANS: We have for some five or ten years maintained a supply at all 
stores of a raincheck on specials. It is a small printed piece of paper, given to 
the customer; and if the item is sold out—we endeavour not to sell out, but if 
we do—we guarantee that that customer will be able to buy that product at the 
special price the next time it is available in the store. 

Mr. Crimp: Could I add to that, that that is not necessarily the same week. 
If the customer came back the following week, after the special adveritising is 
over, she would still get it at the same special price. 


Mr. URIE: She has just to produce the raincheck? 
Mr. Crimp: That is right. 


Mr. URIE: The second matter to which a great deal of reference has been 
made is the fact that on Wednesday and Thursday all supermarkets have 
tremendous advertising programs for the weekend. I have noticed in paragraph 
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5 it is said that usually your specials are made possible through sizeable 
advance buying on popular seasonal foods. Can you explain how it is that, 
almost without exception, the five or six supermarket chains have different 
specials on the same week? 

Mr. Crimp: Different specials on the same week? 


Mr. URIE: Yes. One may have chickens, another may have a special in beef, 
another may have a special in lamb. Is there any conferring amongst the 
supermarket chains to determine that variation? 

Mr. Crimp: There is no conferring, sir; but I would suggest that, if all of 
the supermarkets in Ontario featured broiler chickens in the same week, there 
would not be enough to go around. 


Mr. URIE: That may be the answer. 


Co-Chairman Senator CROLL: What do they do? How do they read each 
other’s minds? How do you tell what Steinberg is going to offer on Wednesday? 


Mr. Crimp: We do not know what Steinberg is going to offer, but we do 
start well in advance to arrange for the supply of chickens with our supplier 
and we tell him the approximate quantity we are going to require for that week 
and we endeavour to give him the ability, to whatever extent he can do it, to 
build up his inventory to take care of the fantastic increase that takes place. 

Mr. Unie: So you assume that the other supermarket chains do exactly the 
same thing, and if you happen to go to your supplier of chickens with a 
tremendous bulk order for specials, and if Steinberg do exactly the same thing 
on the same weekend, there would not be sufficient chickens to go around? 

Mr. Crrmp: I would think our supplier might say to us—assuming we were 
the people who wanted to buy the chickens—‘‘My supply is not so hot this 
week, how about the third week in November?” 

Mr. Urte: Which would indicate to you—? 

Mr. Crimp: We would assume that somebody else got there before us. 


Mr. Uric: Another source of complaint has been the vast variety of 
packaging in certain items. There was some testimony yesterday, during which 
Co-chairman Senator Croll mentioned that a woman wrote in, sending a long 
chart on which there were shown ten different prices and packages of detergent. 
She also gave instances of canned goods, and so on. The first question is, in your 
own company branded lines, do you have this vast variety of packaging, or do 
you attempt to standardize? 

Mr. Crimp: We endeavour to limit the range of sizes. This is very difficult. 
Take instant coffee—some people want two ounces, some want six ounces, some 
want ten ounces. We think that three sizes is about right and we deliberately 
drop certain sizes in the interests of cutting down the range. 


Mr. Urie: Have you done that in the interests of cost savings to the 
consumer? 


Mr. CrrmmpP: Where it is possible to do that; but it is more in the interest of 
not having so many items that we are unable to make a proper display of any of 
them. 

Mr. CHISHOLM: Over all, eventually, it will tend towards more efficient 
distribution and we are in favour of this. I should mention that this is a 
movement that is going on all the time. We are constantly adding things to our 
shelves and taking them off. This is done when the movement of an individual 
item or size is not sufficient to warrant carrying it. It is the consumer who tells 
us that. 


Mr. UrIE: There would also be, in standardization, an element which would 
mean more comparability in prices and costs? 
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Mr. CHISHOLM: Yes. 


Mr. Crimp: If I may say so, Mr. Urie, we happen to be in the food business 
and this committee is dealing specifically with food, but the questions have been 
pointed toward detergents and the number of different-sized packages. How- 
ever, I become so confused today with the range of sizes, shapes and whatnot 
of automobiles that I do not know one from the other any more. I think there 
are more types of automobiles than there are detergents. 


Mr. Urte: In any event, what we are endeavouring to ascertain is whether 
that multitude of packaging adds to the cost to the consumer. I would imagine 
that it does. 


Mr. CHISHOLM: To some degree. 


Mr. Urie: I think it takes away from the comparability. One woman 
pointed out that for similar items like toilet paper one firm has 5,200 sheets and 
another firm has 4,000. How can you compare the two rolls? That concludes the 
questioning that I have at the moment. However, Mr. Crimp and Mr. Chisholm, 
yesterday the A&P stores provided us with certain information which they 
initially declined to give, as being of a confidential nature. They did provide the 
information to us so that, in fairness, we feel that your company, if given this 
information, could set it up in exactly the same way for the benefit of the 
committee. 


Co-Chairman Senator CROLL: Well, you had better make reference to it. 


Mr. CHISHOLM: We have actually given a great deal more than we heard 
last week. We are delighted to give anything further that the committee would 
like to have. 

Mr. URIE: I will give it over to you. 


Mr. Crimp: One thing, Mr. Urie, that I would like to point out to the 
committee is, I think, that you said, sir, that we, having this confidential 
information given by another witness, could prepare ours in the same fashion. I 
would point out, although I defer to some of our financial experts here, as a 
layman I would find it very difficult to comply with your request unless I knew 
what the components were. 


Co-Chairman Senator CROLL: We will clear it up, then. The first is one 
comparison of retail markups, 65 and 66. There is the sheet. It is on the record. 
There is no difficulty about that. The other is Personnel, Operating and 
Maintenance, 1961 to date. There should not be any trouble about that. 

Mr. Crimp: Mr. Chairman, this is the type of thing that I would ask Mr. 
Chisholm to speak to, but I would say that Dominion Stores Limited have 
presented the full and total cost of all expenses in the report we provided to the 
committee. 

Mr. URIE: I think undoubtedly you have. 


Mr. Fracans: If I may make a suggestion, the statements in the annual 
report, as Mr. Crimp has said, cover every item, and I would suggest that others 
might be asked to comply with that. 

Co-Chairman Senator CROLL: They will be asked to comply with that. 

Mr. URIE: That is a good point. 

Mr. CHISHOLM: Excuse me, senator, but to use this information we need the 
detailed components. 

Co-Chairman Senator Croll: I think what you said is right. With respect to 
the personnel, operating and maintenance, it is covered in your report. I think 
the statement of sales and profits after taxes is also covered in the report. So we 
will deal with this other document which is not. 


Mr. CRIMP: You would like us, sir, to provide for you our selling prices and 
margins under these items? 
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: Co-Chairman Senator CROLL: In. exactly the same way, so that in the end 
we will-be able to look at ten of them, or as many as we pane for comparabili- 


ty. 
Senator McDonatp: What size of package do you sell Picts ieee in? 


Mr. CRIMP: We, paca sell 8-ounce and 16-ounce packages; half-pound 
and one pound. 

Senator McDONALD: Do you have any 12-ounce packages? 

Mr. Crimp: I think that we have 12-ounce packages in some of our stores. 
There isa new brand of very excellent quality bacon which is put up in a 
12-ounce package. . 

Senator McDonaALp: Is it put up by one of the regular packing companies? 

Mr. Crimp: It is put up by a properly inspected H. of A. packer. 

Mr. Joyau: Referring to your 10-year statement of earnings, it indicates, 
taking 1960 as a base year, the net earnings per share have increased from 74 
cents to $1.32. Is that correct? 

Mr. CHISHOM: Right. 

Mr. JoyaAL: Representing an increase of, sence ep 56 per cent. 

Mr. CHISHOLM: Whatever that is, yes. 

Mr. JoYvAt: This is also for the record: Your dividends per share during that 
same five- or six-year period have increased from 25 cents per share to 72 cents 
per share? 

Mr. CHISHOLM: Correct. 

i +My; JOYAL: Which is an increase of approximately 17 5 per cent. Is that also 
correct? | 
- Mr. CHISHOLM: Correct. 

Mr. JoyAL: Thank you. 

Mr. CuHIsHoLM: I do not know what the percentages are. I have not el 
those out. 

Mr. WHELAN: I wanted to ask a question that was not clarified. Are there 
ever any meetings between the buyers of your CORD ARIES on the arpEoduce they 
are going to buy? . 

Mr. Crimp: Between whom? 

Mr. WHELAN: Between all the buyers of the chains. 

Mr. Crimp: Definitely not at any time. 

Mr. WHELAN: They never get together to discuss prices? 

Mr. Crimp: No, sir. 

Mr. WHELAN: How much produce would you keep on hand, say, if there 
were a shipping strike? How long could you run your stores if all shipping were 
cut off? 

Mr. Crimp: That is a difficult question to answer, but I could answer that of 
recent date, when we knew that there was an embargo being placed on imports 
from the United States, we took action as rapidly as possible to take care of the 
imports of oranges and that type of thing. In connection with domestic items we 
do not have the same problem, because most of our domestic supplies are 
moved by transport. 

Mr. WHELAN: If you buy produce in Leamington, do you distribute it to the 
stores there rather than take it to Toronto and reship it all the way back to 
| Leamington? 

Mr. Crip: In answering that specifically, our Toronto plant would not 
handle the product for the Windsor, Sarnia, Chatham area. That would be 
delivered direct by one of the wholesalers who service us in that area. We do it 
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another way. For instance, in Hamilton we quite likely pick up a truckload of 
our produce and distribute it in Hamilton and then we bring on four or five 
loads to the plant in Toronto. We endeavour, sir, to the best of our ability, not 
to spend one more cent on transportation than is necessary. 

Mr. WHELAN: It never gets double-hauled? 

Mr. Crimp: I would not say it never gets double-hauled, but I would say 
that it only gets double-hauled such a small percentage as to be not noticeable. 

Mr. WHELAN: Say that I am a processor selling you canned goods. How 
often would you pay me? How many days do you have the produce before you 
pay me? 

Mr. Crimp: I am not quite with you. 

Mr. WHELAN: Say that I am a processor of ketchup and I deliver it to you. 
How long do I have to wait before payment? 

Mr. Crimp: If you deliver it this week and we get your invoice by 
Thursday of this week, we pay you Thursday of next week. 

Co-Chairman Senator CROLL: Mr. Crimp, I wish, on behalf of the commit- 
tee, to thank you and your associates for giving us a very informative morning. 
You appreciate that this is a preliminary canter. We have to make an extensive 
examination of the evidence you gave. In addition to that, you have undertaken, 
and I am positive you will fulfil the requests made by the committee, to give 
some further information. In addition to that there will be information supplied 
by people in similar lines of business. After that we shall have you back. I am 
sure that you will be back again, because there were some subjects that we did 
not have an opportunity to touch upon. On behalf of the committee I want to 
thank you very, very much for being so frank and open. 

Mr. WHELAN: Mr. Chairman, may I ask one question of you? Will the 
committee be printing all of these exhibits? 

Co-Chairman Senator CROLL: These are provided for the members of the 
committee. 

Mr. WHELAN: I object to the editorial being printed. 

Co-Chairman Senator CROLL: Thank you very much, Mr. Crimp. 


The committee adjourned until 3 p.m. 
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EXHIBIT A 
Total 

Gross Operating Corporate Net Profit 

Sales Margin* Exxpense Income Tax = after Tax 
$ Ratio Ratio Ratio Ratio 

i Year Ended (000) to Sales to Sales to Sales to Sales 

% % % % 

ES LC ee ome 408,173 19.68 15.93 1.90 1.84 
Moaréh) 1963.03.02 .4 alae eo 427,017 20.16 16.24 2.02 1.90 
Mee! 1968 05h. xis cd's sO 459, 346 20.64 16.41 2.20 2.03 
BETIS DOG ie aU ine kk ses ae ees 487,735 21.20 16.90 2.23 2.07 


Biarch) 1966 kitts oye ae te 513, 656 21.74 17.52 2.14 2.07 


*Norte: Gross Margin comparisons between one retail food company and another are obscured because 
of varying accounting practices. 


EXHIBIT B 


WHOLESALE Foop INDEX AND CONSUMER Foop INDEX 


Overall Wholesale Wholesale 
Consumer Food Index Index 
Food % Vegetable % Animal o 
Year Index Increase Products Increase Products Increase 

i be ae a Se ae ie eS Be eS ee Se Re | ee ee 
AN) caf Bice be enn ee otek oe tee paces $2999 203.0 247.6 
GT Ee, Seon ree ee 124.0 +1.5 203.1 +0.5 254.7 +2.9 
MN Ie 2. g chk 's Glued wicranate oes 126.2 +1.8 211.6 +4,2 262.5 +3.0 
BOGS Seine ote aracsr ne mena ee aac 130.3 +3.2 227.8 +7.7 255.6 —2.6 
Bd ree ik cer hovkih ihn biahs aed 132.4 +1.6 223.3 —2.0 250.8 —1.9 
eM ee Sos ccc sve lou ears 135.9 +2.6 218.4 —2.2 270.7 +7.9 
OT oes Dipeaiie ages peer aon ea eae et 143.5 +6.4* 225.4 +2.5* 205.2 +12.9* 


* Increase in seven months 1966 based on average vs. 1965. 
Source: Dominion Bureau of Statistics. 


EXHIBIT C-1 


Brrr AND Pork Costs By WEEKS JUNE-SEPTEMBER 1966/65 


ey eer ne ey Sa 8 MESSE Ee BAe I SER NE 2 Ls TEE ERA ICN 
SS EE—————————eEeEeEeaeaaaeeeeeeeeaaeaaaeaeaaeaaaaaaeeaS 


Beef Hinds Pork 

Sides Beef Loin 

Cost Cost Cost 

Per Pound Per Pound Per Pound 
Date 1966 1965 1966 1965 1966 1965 

0 UR Soro a ea ed ok EO ea apatite ee ee eae meee ee Soe | SRE eee 
EE ee Es EE 2 a oe 453 453 53 58 64 57 
fl CII © 24 OSPR Naar 0 ce ange 45 454 54 58 64 59 
ONG oa. 28S o> Gh iy.te ee dees Ba oe < 453 47 54 58 64 61 
SS SRE Seema. Ws Were 44 47 54 58 63 61 
RIES sk ah chet hs ore deb mer witise § 44 46 54 57 Canada 63 60 
ES 1 RE C8 I eh 6 ae 45 46 55 57 Packers 62 60 
eer tee ok Lys Ai ka eo asae 46 46 57 57 Strike 63 58 
RMS oe oe hoe RA es ered ih ose) ted 463 46 59 57 63 60 
RE Ayo alley o oe aseld be lote aad & abe 453 46 58 57 65 58 
OO aR) Sa eS, (a a 453 46 58 57 Rail 65 58 
GG ec. fe a ee tb ae ae de> ee 4534 46 58 57 Strike 64 58 
2D, 5. Sey 4 Pete ieee Blakes 3< 2. Se 48 46 60 62 58 
BenGia.. & .. 5 eM eLAae vee te 49 45 59 54 64 58 
SOARS. By Os aictits Oe ee Ce eae oe a 49 45 60 54 67 58 
abl £0 odes eo ae, Geo es 3 45 58 54 69 58 
Sept. 26 49 45 58 54 69 58 
ES rh hs ce ge we ewe TVS Tes 49 45 58 54 66 59 
JAE EE eee ee fees 46.5 45.8 56.9 56.4 64.5 58.8 
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6¢° 6g" 6¢° Oo 1 M69" 69° 6g° 69° 69° 6g° 63° 6g* 69° 
6g" Co: enc 6g" 69° 6¢° 6g" 6g" 6g" 6¢° 6g" 6g° 6¢° 
68° 6L° 62° 6L° 61° 61° 6L° 64° 64° 62° 6L° + 62° 6L° 
6F° 6F° 6F° 6F° 67° 6F° 67° 67° 67° 67° 6F° 6F° 67° 
66° 66° 66° 66° 66° 66° 66° 86° 86° 86° 86° 86° G6° 
cL" GL" GL" GL” 69° GL° GL” GL" GL” GL" Cle GL° GL° 
69° el" €L° el" gL" 9 a €L° a éL° ae cL" GL’ 
61° 62° 62° 61° 61° 61° 62° 62° 6L° 6L° GL" GL° 62° 
61° 62° 62° 61° 61° 6L° 61° 62° 62° 62° GL” GL° 61° 
66° 66° 66° 66° 66° 66° 66° 66° 66° 66° 66° 66° 66° 
68 'T 68° 68°T 6E°T 68 °T 6e°T 6E°T 68° tea! tea! coal Creme! Gel 
60°T 60°T 60°T 60°T 60°T 60°T cay 60°T 60°T 60°T 60°T 60°T 60°T 
60°T 60°T 60°T 60°T 60°T 60°T 60°T 60°T 60°T 60°T 60°T 60°T 60°T 
66° 66° 66° 66° 66° 66° 66° 66° 66° 66° 66° 66° 66° 
61° 6I'T 60 °T 60°T 60°T GOT 60°T G0°T 60°T 60°T 60°T 60°T 60°T 
6I'°T 6I'T 60°T 60°T 60°T SOT 60°T GO'T 60°T 60°T 60°T 60°T 60°T 
66° 66 °T 66°T 66°T 66 °T 6c °T 66°T 66 °T 6I'T 61 °T 6I°T 61°T 6I'T 
66°T 66°T 66'T 66°T 66° 66°T 66 °T 66° 61 °T GU lope Oly T 6I°T 6I°T 


6F° 6F° 6P° 6h" 6h" 6P° 6P° 67° 67° 6h" 67° 67° 67° 
cg. gc" 1g” 1g gg" cc" 69° 63° 69° 6g" 6g° cc" ce 
GL" GL" CL" GL” (aim oe 6L° oL° GL" (am oL* CL” i 
6F° 6P° 6F* 6h" 6F° 67° 6° 6P° 6h" 67° 6h" 6P° 67° 
68° 68° 68° 68° 68° 68° 66° 66° 66° 66" 66° 66° 66" 
69° 69° 69° 69° 69° 69° 69° 69° 69° 69° 69° 69° 69° 
695 69° 69° L9° L9° £9” 69° 69° 69° 69° 69° 69° 69° 


68° 68° 68° 68° 86° 86° 86° 86° 86° 865. . 86; 86° 86° 
OFT OFT Ort OFT OFT OFT OFT Ort Or OFT OFT OFT Gel 
Ss) om! 9 eI °t ST 1 eI'T cl I 3 iat SIT &1 I ela! Slit SIT chal 
60°T 60°T 60'T 60°T 60°T 60°T 60°T 60°T 60°T 60°T 60°T Olt Or 
66° 66° 66° 66° 66° 66° 66° 66° 66° 66° 66° G6" G6" 


mioas OI'T Olt OI'T OL'T OLat Olt Oise Oa) res OTR eee OD i! Ort 
OT OUT OL'T OT Ol'T OI'T OI'T OT OT OL:T: << OL/T SOT OTT. 


06°T 06°T 06°T 0G'T 06 'T 0G°T 06° 06°T 06:T-- .06°T .. 08'T 6I'T 61° 


0G °T 06°T 06°T 06) bee. 0673 06T . O@'T 06°T OZ°T =06°T Oc'T 6I°T 6I'T 


9% SI II 7 8% IZ F1 l Te 14 LI Or e 
Jequieydeg qsnsny Ayne 


G96 SASUTA 99GT OLNOUOT, 


SLAD LYE] NO SHoINg ONITIDG UVINDAY 


(penuyju0D) I-D LIGIHXa 


69° 6g" Og pe 0k 
6g° 69° 6g" 69° 
6L° 6L° 62°. = 64° 
67° 67° 6P° 60° 
G6" coe c6° 96° 
GL" GL" ahs GL" 
GL° GL° GL" GL° 
61° cc. a7. GL" 
61° FA GL° GL° 


66° 66° 66° 66° 
GET Gel Seat Ge'T 
60°T 60°T 66° 60°T 
60°T 60°T 60°T 60°T 
66° 66° 66° 66° 


60°T 60°T 60°T 60°T 
60°T 60°T 60°T 60°T 
6I°T 6I'T 6I°T Cla 


6IT 6I°T > GI . 6I'T. 


i Sn | Sc; San) ae 
oo° Ger | Osa ot, 299" 
p ihm es es The De 
6° Ch tiCGHTCCGP’ 
rn es me 
69° 69° 69° 69° 
go> Ok ga gt 
oo) 6h) a egy: 
Or Gi aay? .. wah? 
6" 9 186" F BeSbeusMS6 


Cel «GEE eet. aE 


SIT SEL § &'T SET 
OL:T . -66" 66° 66° 
Om S6* G6" fo" 
Ort GOnT , g0' 1 GO'T 


(OWES G0.T == 904 v: $0" 
61 T Chile Gioia Ol. 


BE cSt Gitte ST 


96 61 él g 


oung Burpug/M 


mee eens 


eM Weep ee 
: sett -doysTg Pew: 
SLE OEE Me290- 
Se RCN SsuIsivig: 


"*-48Boy qry oulIg 


Pee IL “yongyg Oourly,. 
tpi tee ee “4SBOy opel. 


“+8 any ang SSID 


“<-qsuoy qny Woug 


testes Seaag yuepy 


Per or “BOI aqna: 


SMe eee CL ET) ULOTIIS 
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“qsvoyY 3eoYg punoy 
eeeree “yeoqg punoy 
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PEP ESTO HS SUISIvIG, 
““qsvoy qry ould 
See tes 
elle cores 
"qT 4nd SS01D 
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So ne ea 
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EXHIBIT C-2 


Srore Gross MarGin % on MrEats 


Year So italia oie endeavor 
% ee 

ee oe ie nl, | | Se 20.34 19.57 
SN Foe ee eee A’) ee | 19.16 19.44 
ee 24 Ae or 2 € Smear) ay - : See 19.85 20.09 

ee OO ay os a eed + PARRA ss Bho Ms oe oe 19.53 20.10 

LOC alt Ao § Co SR ee S|? Oe > er Sere 19.84 19.35 

Mee ee te ree eet. ee et ee ee 20.96 

EXHIBIT C-3 


Sipze Bacon Costs AND SELLING PRICES 


March 5 July 18 Sept. 29 
1966 1966 1966 
rr 
$ $ $ 

Dressed Hogs. .... 2.2... +++-++ 0+ s20e-es SSPE Tite a = RI Ra 40.00 ewt. 36.00 cwt. 34.00 ewt. 
PPRRU TINTING WONG 05 45.ochaisceic.s.6 0 eT Nes sl aieie a ne alee oma es wlan ea wiswe a> 62.00 64.00 67.00 
INPOYOU SING Rare eevee ok es Rarer io st 62s fe eros eieun Si tpcensc sy 52.00 47.00 47.00 
SSDALGUEU IDS tee Sates hee oot sva.2) ae enaregsrols there eco Syeve ages seiene aleve chen: <!e cae 66.00 — 65.00 67.00 


Sliced Side..... BE OAR EI tac coc RO EIRIE CS oer as RIO 89.00 92.00 102.00 
Bacon No. 1 i 


ee TTT ee ee ee 


b ei 
SSS ee 


Supplier A _ Supplier B ' Supplier C 
W/EMar.5 Cost Selling Margin % Cost Selling Margin% Cost °. Selling Margin % 
Mar. 5 81 1.19 31.9 84 1.23 81.7 99 1.39 28.8 
12 78 ‘95 adv.* 17.0 84 1.23 a7 96. $529. cero, 25.6 
19 75 ‘89adv. 14.0 84 1.23 1-76 93 1.29 97.9 
26 71 "89 isf** 20.0 74 .89adv. 19.0 93 1.29 27.9 
Apr. 2 69 .99 33.3 74 1.09 32.1 74 89 16.0 
9 71 .99 28.3 67 ‘79adv. 15.0 85 1.19 28.6 
16 69 99 30.3 67 "89 adv. 24.0. eee SoD ares onan? 
23 68 "83adv. 18.0 67 .99 32.3 83 1.15 97.8 
30 68 ‘83adv. 18.0 67 “89 24.0 83 1.15 27.8 
May 7 68 .83adv. . 18.0 88 1.19 26.1 83. 1.19 30.3 
14 68 ‘83adv. 18.0 86 1.19 27.7 79 1.15 31.3 
1 72 99 27.3 88 1.19 26.1 79 -99 20.0 
28 74 99 25.3 89 1.25 28.8 79 “99 20.0 
June 4 74 FO alee ast terior 0) 99adv. 20.0 92 1.29 ne DS Ten 
e1r 79 95 + 16.0 adv. 93 1.29 7.9 90 1.29 80.200 
18 79 95 16.0adv. 91 Lo 30.5 92 1.31 29.8 
25 80 95 15.0adv. . 91 1.31 30.5 
July: 2 81 95 14.0adv. 91 1.31 30.5 
“4g 79 195 16.0adv.. 91 1.31 30.5 
16 79 95 16.0adv. 91 £31 30.5 
23 79 95 16.0ady. 92 1.31 29.8 
30 80 1.09 26.6 94 1.33 29.3 
Aug. ‘6. 83 1.15 - 27.8 95 1.39 31-7 
“13 85 1.19 ' 28.6 98 1.35 97.4 
20 89 1.29 31.0 1.04 1.39 95.2 
27 91 1.29 29.5 1.03 1.39 25.9 
Sept.; 3 90 $994 30.0 1.03 » 1.30 25.9 : 
“10 90 1,09 30.0 1.03 1.39 25.9 
17 89x 199 ° 10.0 1.03 1.39 25.9 
24 89 1.29 31.0 89 ‘96 adv. 10.0 
Oct. t’ 89 ‘90 Se. 10.0 ay 98 - 1.39 29.5 sd. ale 
~ '§ 89. 99 3 10.0 =: 98 - 1.39 29.5 95 1.33 1328.8 


* Advertised Special ( “a 
** In-Store Feature : 


___ Nore: 80% of total bacon volume is in the advertised brand when featured. 0 0. eee aaaisstll 
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EXHIBIT C-4 
ConsuMER PrRIcE INDEX 
Oranges 
Year Price*1 Index % Price Change 

TOGO ye ge en ee 52:2 100.0 
BO 58 on ahs ae Rd rete ease res en eas 58.2 111-5 +11.5 
TOG 2 tee, oes wood ee I os te Ghrirae 63 .0 120.7 + 8.4 
LOC is BN ates Sele is Ae Ss eA eas es 66.6 127.6 + 5.2 
TOG G9 ee eta hes CS cewek ake 59.7 114.4 —10.4 
LOG GS ee RMR es Se Sis RE  ottae’ sa ae aoe 59.2 113.4 — .8 
LOGG, Bn Ew ho ese 2 ee ene Oe fast LOE, —11.3 *2 

*1—One dozen California medium size oranges. 

*2—Decrease from Ist 7 month average 1965. 

Source: Dominion Bureau of Statistics. 

EXHIBIT C-5 
ConsuMER Prick INDEX 
Potatoes 
Year Price*1 Index % Price Change 

TOGO. ih sk BDO ae ee 58.0 100.0 
Pty Leena duke, gh ee OMe scl ow Came IReam | gh 47.8 82.4 —17.6 
POC Zain Pe Ok. a GUD ss vols ce: RD oy wees 47.3 81.6 — 1.0 
BOO See eck «Le dhel, «eric eee moe, Se Meee 51.4 88.6 + 8.7 
DRI 4 ete Mus te bee ee tes ae a ee eae 59.6 102.8 +16.0 
FOGG See cent cca eg tote RTE SR AERTS ERO L6r% 128.8 +28.7 
WO GG ee che iy elica le 2's « SURE Once eae este eee 70.0 120.7 —21.7 *2 


*1—Ten pound bag, fresh No. 1 table potatoes. 
*2—Decrease from Ist 7 months average 1965. 
Source: Dominion Bureau of Statistics. 


EXHIBIT C-6 


CoMPARATIVE WHOLESALE AND Reta Prices or Grape A LarRGE EGGS FROM Two SOURCES or SUPPLY 
(over past 22 months) 


From Wholesaler From Dominion Grading Station 
Wholesale Retail Mark Stn. Retail Mark 
Price Price Up % Price Price Up % 
IPOS GONUATY ei Paes. 384 47 18.0 41 47 12.8 
POUTUATS cosh Subs Coe, 343 43 19.7 .30 41 14.6 
BAPCR. Of 2. ome ds He eee 384 47 18.0 39 45 Eaea 
v3) hg 8 ieee ane ees OMe pay bro 403 47 13.8 41 47 12.8 
LC ne | ae) Me 413 49 15.3 42 49 14.3 
SRL a5. 7 ene te 394 47 15.9 41 47 12.8 
LG oS. 2 cic Santee be 404 47 13.8 41 47 12.8 
STEYR PAL 443 BL 12.7 44 51 1327 
PEDLOM DOT. «ois caine slots .514 Od oo. 51 my 10.5 
CEGIIOD Mae 3's ste o's Oe .614 .69 10.7 .58 .65 10.8 
Nowem ter, 3:55 cna ee 644 ra oi .65 da 11.0 
December... shes eens .623 69 9.4 .65 ai)! 8.5 
1966—January:....... 00.0600 4 574 63 8.7 .56 .63 11.1 
PODPOarye s saccd os ee oe -484 56 Sa: .48 .55 12.7 
Maren (0055 ..6 is, ieee Oe .494 57 13.2 61 .59 13.6 
PLOT Sone sim Ae oe .574 64 10.2 “or .63 9.5 
BY cia hhc ee . 524 59 11.0 57 .65 12.3 
MONO PEs ste od eee ace vs 494 57 13.2 51 .59 13.6 
yates a Rectieciccsinhinvesdibil ; os a . ; : ; i , 11.9 
i de > hy Ee Te 624 : : : “ - 9.6 
September............... .655 13 10.3 66 13 9.6 
fre 5 ee . 655 . 74 11.5 66 Py 63 9.6 
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EXHIBIT C-7 


Ontario Cost or CHICKENS AND CUTS WITH SELLING PRICES 


Broilers Legs Breasts 
Date —— — 
Cost Selling Cost Selling Cost Selling 
_Siilied dept) il 
1965 
RT i el ee erat Ae 32 49 46 69 46 69 
eT Ware e.2 asuens «t< 32 49 46 69 46 46 
WANT, CER a 32 49 46 69 46 46 
10 terri ea. We 32 49 46 69 46 46 
Oi peta tiaden.. 31 47 43 69 43 69 
Mayinr toracand Cemagae 3 30 45 44 67 44 67 
10, 54. 4t, asec ein 29 29 adv. 42 67 42 67 
Marketing Board 1965 
Cy Ae NG Be 31 47 45 59 adv 45 59 adv 
ig anak * «sate fb 32 49 46 69 46 69 
BA heen, EARS 33 49 47 69 47 69 
| Dyna Hn eg ape tegen ges 33 49 47 69 47 69 
CADP Raed. Retreats 33 49 47 69 47 69 
Dike PRs. 33 49 48 69 48 69 
Ponta ii ees 32% 35 adv 474 59 adv 47% 59 adv 
July INS OR 6 css 34 49 49 69 49 69 
Beer. Mise. 34 49 49 75 49 75 
Poe: Tin ae ois side 34 49 49 75 49 75 
Da aS er 34 49 49 72 49 iz 
SEO iy op ae > RE 34 49 50 72 50 art 
De, aterm: 73,4 34 49 50 75 — ~-50 70 
bi AAG Ayaan Ora 35 49 50 72 50 vy. 
OS i EM 35 49 50 72 50 72 
Ge ene ae ees 35 49 50 72 50 72 
BOE) OSes gs ace’ 35 49 50 72 50 72 
Roe tee eae 35 49 50 72 50 72 
| eR ere aT 35 49 48 72 48 72 
oF SS Reine ee 35 49 48 72 48 (p 
Oct. EE Skee OTe ee 35 49 50 72 50 72 
is alk PRC aE 35 49 50 72 50 72 
i 6 BOR a ERE Bat 34 49 50 72 50 72 
Dose th sy ea aus 35 47 50 72 50 72 
Bows * MEESIATS. fee 3 35 47 50 72 50 72 
Doses. AE a 35 47 50 72 50 72 
Dec onsen ales 35 47 50 72 50 72 
ES ten. Gees Sue 35 47 50 72 50 72 
yA dds eee 35 47 50 72 50 rire 
yt RUS Rat A 35 47 50 72 50 72 
1966 
Jan. Seas ee ota aie 2 35 49 50 72 50 72 
VOI otek ges 36 49 51 73 51 73 
11 Nt ened eae 38 53 53 79 53 79 
po EIS Cora 38 53 53 79 53 79 
2) ee Oe cit 38 53 53 79 53 79 
(SRT ORR eee 38 53 53 79 53 79 
AB. ones Paha es 38 53 53 79 53 79 
IE: a eee ees 374 53 524 79 524 79 
Ma Loo. ee tease 38 53 53 79 53 79 
VS CY Pap eer 38 53 Ss 79 53 79 
lg each 38 53 53 79 53 79 
Oe tac ali. Pees aa 38 53 53 79 53 79 
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EXHIBIT C-7—Cont’d 


Ontario Cost or CHICKENS AND Cuts wITH SELLING Prices—Continued 


Broilers Legs Breasts 
Date a 
Cost _. _Selling Cost Selling Cost Selling 
1966 
Apr Be Tete ie 2.8 seis 38 53 53 79 53 79 
‘hy Pee eeey + es 38 53 53 79 ney 79 
1 ee ee 38 53 53 79 53 79 
Oa he kis le oie + 37 53 52 79 52 79 
VEY cas Bis eae aw, stiles 35 53 52 79 52 79 
| eee Seen 37 37 adv 52 79 52 79 
NO oo eee ae 37 5 a2 79 52 79 
Doe MOM d eras 37 53 52 79 52 79 
5 eae Seen my 37 53 52 79 52 79 
ne mn lO sick Sates 37 53 52 79 52 79 
JG ER eee ee By! 53 ; 52 > 79 5D. 79 
LO sid Sorc A 2 37 53 52 79 52 79 
2 AEA: eee Ot 53 51 79 51 79 
Diy ees cia Theses 36 53 51 79 51 79 
eee.) See 36 53 51 79 51 79 
LOC Seu ae 36 53 51 79 51 79 
AUC Me Ome. ky oe eS 36 53 51 59 adv. 51 59 adv. 
Mocs: fn. auaeriee 36 53 51 79 51 79 
Dae eae ase 37 53 Ne 79 52 79 
Oe 0, «chose nieve 37 53 OZ 79 52 79 
BANCO Ole teiisisee ees 37 53 Hy 79 OZ 79 
DSR cia Meee om 37 53 52 79 52 79 
Leanne (Geka 37 53 52 79 52 79 
741 36 37 adv. 52 79 52 79 


* Note: Adv.—means advertised special. 
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EXHIBIT C-8 


TREND IN REcENT Gross Mark-up ON TypicaL Propucts 
BEFORE SHRINKAGE AND SPECIALS 


Pe ollogr ore Ea keting ade minds. hd eek amides 
ea ISCO MHCCOGEU WCB EG ic soo oe co vias Sue sod ehece the eae 2 
RCE CS AUC the ee ee oe Ceres a © es 
Maxwell House Inst. Coffee... 03.0... ee ee 


Pea Pe VIPUL TULCS > Had. os oe oS we eae wees 
Kraft Pure.Raspberry Jam fess. 3) . ene cdl ds Lhe 
Brichis Pancy, VOMAaLO MUiCCs mc4% de + peu dovlv et: cereerers 
Rea tell inCHrOlly ie wets kn ite Ste, Meet at oes Oa ci We 
Carnation Hvaporated Viti ae. ce tae ae eat 
1 PEERS) 1 A ROIS Ty ea RN RAE EA 


RegobShort Grainssices you) .easnioy, Wok Joe 
PAiracle. WIP Salad IITCRSINL. . . s eaieccicw “Mibuee o> Mle 
Gampoell’s Veretable p0up.. - 3s s.,5. 2 dango tse e nese 
Granulated. Suvalvcns ms. der... astheede «caer anew 
[Ae at ione.are a Re ta 0 ECTS eed 
MPO CUCTCI Ue aac: chee wires 608 esis va ee se oe othe wae 
Grown Brand syrup . VAI YI SVIG Tee, Sa 
ealadachea) Bagarnni!\igiot edi. wilsiteiaaz. bavsk 
Pay, a DOCep, Brow: BEADS. noo asewies Se «orcas 
MCC VePODCY CORN. oes og oa egy ltrs gina Raa ele no Fs ghee 
myer CUOCe PCAs rh fee ee ee ce eas oes tpt 
Hive avose Liou) ORR .SB0U. PRs. Opis, BIG 


Size 


Mar. /66 
Gross 


Mark-Up 


Zo 
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Aug./66, , 


Gross 


Mark-Up ' 


To 


SS SS a ea ae aa ae ra ea i epi a Le 7 Cr: eras x aa 


Peat Orage OSal SS Socnimanee en iwerntlornes «lonkcnnteaniyeds 


McIntosh Apples........... atk es ase ees Soles 


Gross 
Mark-Up 


To 
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EXHIBIT D 


IMPROVEMENT IN PROCESSING AND PACKAGING—SPINACH 


In former years spinach was retailed in bulk. In that era the spinach had 
to be washed in the stores before being presented for sale, with the result 
that water was left in the crevices of each leaf and proper drainage was not 
possible. 


The retail store sale necessitated packing 2 lbs. of spinach into a large 16 
or 20 lb. bag. The result of such packing left the store staff with damp clothing 
and the customer with a packaged product in a paper bag, which in many cases 
disintegrated with water running onto the customer’s clothing or into other 
groceries. 


Although spinach was washed in the store, it had to be rewashed over 
again and roots trimmed in the home kitchen. After it was cooked, in many 
eases it was still sandy and gritty making it very unpalatable. 


The product at the store level and in the customer’s home was not a partic- 
ularly desirable one with the resultant low volume through lack of customer 
acceptance. 


Later processors began to pre-package washed and trimmed spinach in 
10 ounce cello bags. This form of pre-packaging was on an experimental basis, 
but the rapid demand created by the consumer progressively diminished sales 
of spinach in bulk form and increased materially the total tonnage consumed 
of the product in its pre-packaged form. While processors and retail distributors 
were somewhat pessimistic about the acceptance of pre-packaged spinach over 
the bulk product, the customer, being the final judge, indicated her preference. 


The gain in momentum for pre-packaged spinach can best be shown, we 
believe, in the statement of one major processor, who recorded 20,000 pounds 
packed in one week as compared with 75,000 pounds packed in the same week 
after the change in packaging. 


The product today advertised as “Ready for the Pot”, besides being pre- 
packaged, is mechanically washed several times, spin dried, carefully graded 
with all poor stems culled, before the packaging process takes place. 


EXHIBIT E-1 


TREND IN OVERALL EMPLOYEE SALARIES AND WELFARE BENEFITS 


Total Employee Total Employee 


Sales Salaries and Salaries and 
Welfare Benefits Welfare Benefits 
Year Ended $(000) . $(000) Asa % of Sales 
$ $ % 

PATE t i CO ea a pth sce Rtn ede RA eee ee 408 ,173 38 , 304 9.38 
MRT LOGS eck Lt. ek eerste tL ee 427 ,017 40,957 9.59 
PORTO Al Ot cout. tees oe ee an ee 459,346 44,647 9.72 
BAEC 7 8 Othe, ts oy Ninic tis bili eee. Gee ee 487 , 735 49,980 10.25 


PEPE ER NG redsa tac iv. lasix a Wren nln oe ee 513, 656 53 , 780 10.47 
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EXHIBIT E-2 


AVERAGE WEEKLY Basic SALARY ALL FuLit-TIME EmpPLoyeres (Exctupinc MaNnaGEMENT) 


Date Amount Index Ratio 
$ 
ert gl he ah Gee ols Bk Un 5 a Sc 70.65 100.0 
VAR i Rt MOS bd PES Le die bee Aso CO? 74.35 105.0 
MEMODES COG 35 osc xx nis OO IR). haan. Age «> wdend Aas onde saree tne: 77.21 109.0 
ER Nas oh, cg 8 2 Bye Ee ps winch n> Paw aig RAN o's Seeoen's eran we DO 78.61 147.0 
Maren 1 921 90G5:4 Webasto 8 8... SR). ogi ofa PR Pe TY 84.73 119.8 
Oe ENGR Ue IR 6 I nad A cg ily Ga el Pea ee 90.82 128.6 
1. Increase 1961-1966—28.6%. 
2. Increase 1965-1966— 7.2%. 
EXHIBIT E-3 
TREND IN TyricaL Cost or EMPLOYEE WELFARE BENEFITS 
(1) (2) (3) 
Average Average Other Welfare 
Weekly Cost Weekly Cost Benefits Avg. Total 
Vacations Pension Plan Weekly Cost (1)+(2)+(8) 
with Pay per per Total Index 
Year per Employee Employee Employee (1) 4403) Ratio 
$ $ $ $ $ 
Es 2.87 2.69 3.89 9.45 100.0 
LC CL Bp ree 3.05 2.63 3.68 9.36 98.9 
i lee See 3.42 2.60 4,12 10.14 107.1 
ee and 3.55 2.80 4.55 10.90 115y4 
A ees cig ais 3.85 Doo 4.70 11.90 125.9 
BOGS ees: 4.20 3,55 Dod 13.08 138.4 


1. Increase 1961—-1966—38.4% 
2. Increase 1965-1966— 9.9% 


3. Total cost of welfare and fringe benefits per full-time employee equals approximately 
$20.00 per week. 


EXHIBIT F 
Corporation 

Income Taxes Business Taxes Property Taxes 

$ $ $ 
Year Ended (000) Index (000) Index (000) Index 
March, 1962.. 7,775 ~ 100.0 1,480 100.0 1,587 100.0 
March, 1963. . 8,601 110.6 1,469 99.3 1,720 108.4 
March, 1964.. 10,125 130.2 1,546 104.5 1,818 114.5 
March, 1965.. 10,880 139.9 1,734 i gee 1,927 121.4 
March, 1966.. 11,010 141.6 1,772 Toe 2;201 138.7 


FEDERAL SALES Tax 
June 14, 1963—This tax was extended to include building materials and production ma- 
chinery. We have calculated that this tax increases the construction cost of an ‘‘average’’ 
store by $15—20,000 or 6%. 
Ontario RETAIL SALES. TAX 
On September 1, 1961 this tax was instituted at 3%. 
On April 1, 1966 this tax was increased to 5%. 
Tax has added $10,000—$15,000 to the cost of equipping;an ‘‘average’’ store. 


QueseEc Retain Sates Tax 
During April 1964 the Quebec retail sales tax was ieee from 5% to 6%. 
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EXHIBIT G 
CoMPARISON OF EQUIPMENT Costs BETWEEN Two Srumar Sizep (15,600 sq. FT.) 
Toronto Stores 1966 vs 1961 
- Store opened Store opened 
eb./66 Aug./61 
$ $ 
9 Cheekout Desks C/W Belt and Registers... ......4 06 sceoen cociens 9 27,191.34 20,175.05 
Bottle Return’ CounteriG Wi Register sa fue oo) cee cee a pee 845.02 529.46 
Snack Bar C/W Register, Dispensers, Grills, etc............ (18’) 4,020.38 (20’) 3, 415.72 
Dry eepeuce Cases... We AM 6. eee es cost er taaue® (68’) 5,356.82 (50’) 4,377.94 
emkigeratod sb lOUuCe CASb8c... ee 1 aie aie cpvek neta joka (24’) 2,427.24 (16’) Shi Ales 
aise ASO on AEG Es ee alc) acaecinige tines « (oie. eeu (48’) 4,914.44 (40’) 3,689.21 
Servicomiedu ald Dish CASOS.1s. 54s sun dees ees Ne mee beens (30’) 4,416.90 i 2,000.47 
OLB CLVERNLOAt CG BSCS). o.5 vein eG oclad Tate ecw win bs eben y woe ele eee (56’) 6,719.73 (60’) 6,483.92 
IE RZ BU OO: Ke ASOS I oiyhe tas saoa Stoud S5URA Galerie bth ce tong eee (64) 8,058.61 (88) 7,666.45 
Teo. Crean Cased’... gsescess: Sea. Sevtbes ae: hare eeee (16’) 5,189.86 (24’) 2,246.99 
MEFOZON, LP OULEry ( OSC8 nai mee cicaves iio cad 20. aie ae on ee eae (20’) 2,489.48 (20) 1,646.70 
Grocery Islands ‘C/W. Ends ..¢. vse ¢ cag ease cee cee eos (244’) 8,346.98 (229! ) 6,434.44 
Simaries ssiands @/W. Pindsis. oss. ae eee een ee ee. oe. (78’) 6, 738.12 (86’) 3,759.29 
Display<Pables;-Bins,-6teresi vos eee cate eens sore re ee ene TN 1,969.19 1,520.25 
Meat Dept. Equipment: Saws, Chopper, Seales, etes... «s.<f8 oan 13, 550 127 (PERSE 
Grocery Dept. Equipment: Scales, Cotreeuvisll EtG... 2, en oimink «x > 1,338.66 1,066.68 
Produce Dept. Equipment: Scales, Labeller, Wrappers, OCG... 7 S.taceh 2, 134. 52 bs! 
Conmey ObesyAteMS «<i teas ss coe S Oe seen tA A +e aR coe tee 3,264.39 1,714.25 
Meaue coler—including Coils; :. 2.55% selene aes Sater cee meee 3,690.13 3,504.95 
Dairyae coler—Including @otlen, occ) su. 06 Mewes Oa es ee 1,304.43 1,430.50 
Freezer=-iIncludine| Coils. 23505). .8 0. SE ce ae oes 3/301 137 2,673.78 
Produce Cooler—Includinge Colas erste eee Oe eee eee 1,960.54 2,232.31 
Meat, Helding, Room—Inchuding Couls os. 5.8. 25 sce es amine =~ ee 1,61021 1,517, 24 
LOT G26) 5 oa MR ver le de iE tem Fah Ne soa ral HOM ha eS ctl lh tie 2,234.54 _- 
Refrigeration for Cases & Coolers uae Coils for Coolers)..... 31,268.42 24,176.00 
PVG GETIC AUR sacle code Hester clrs ORE SE: 6 Se SE Ee 8,391.86 4,627.97 
TTS AAR crocs sss 5c 9:9, Ne ted execs cao ease ME OME. C% & sae ig 5 2,685.00 1,975.00 
INGOMS IONS Fee sh i acts ai SEE BRIDE s 4 cles to EG Rica > te A nee 1,533.86 3,019.16 
Store msie Mtan gis euch oes gees OE Sard ae on Gs Bes Oe ieee Were: 14, 230.08 9,477.04 
250 Bucries.and 9 Carryoutmoarts:.... .+ sagkoa: osc enone © ee cme 9,411.18 8,578.64 
Miscellaneous: Skids, Trucks, Cupboards, Benches, Time Recorder : 
Sate, Adding Machines, Racking, ete...5........5.0- 6s ace e ee 10,851.51 9,828.74 
Carpenters & Foreman’s time plus material for work in back rooms, 
FOCELVING ATCAS, CbGs; oss ac ac ctedenn nee cee oG «ee Se ake 5,147.72 2,930.07 
Tora Equipment Cost INCREASE OVER 5 YEARS—34.4%..... 00000 207,192.80 | 154, 035.73 
EXHIBIT H-1 
ADVERTISING AND Promotions Expense Ratios 
Fiscal Years 1962-1966 and 1st Half 1967 
(000 Omitted) 
1st Half 
For the fiscal years ended March °: 1962 1963 1964 1965 °° 1966 1967 
Sales. ee Keke her en nse ek ea ois $408,173 $427,017 $459, 346 $487, 735 $513, 657 $266,306 
Advertising Cost, including | 
newspapers, _ handbills, radio, 
television, billboards, etc...... $ 3,339 $ 2,670 % 0,080  Swosare $ Be , 856 $ 1,929 
Advertising Expense Ratiow.s.-:- 782% 63% 67% Yo. 0 18% 14 
Preimotions Cost, including aii : pore « i, 
Contests, new store openings, “oY TO Vn, By 
CL I irecidinciinkp Sindee cai $ 847 $ 1,944 $2 45971 $ 1,567. as 7 956 $ 830 
Promotions Expense Ratio.... 20% 145% .438% x23 EiB2GGe! .1 889% -30% 
Combined Advertising and _ SYTDAL BAERS fmt) OORT k irs 2 
Promotions Cost.2ii3..3224'! SVE SAIS CG > 4, 68405 $5,056. .-$4-5, 043 3 ’ 5'812 BSR 735 
Combined Expense Ratio...... 1.02% 1.10% 1.10% 1.0899) S2.0L 18H" 1:06%: 5 
br geen? ; rm TP REET fier A mirpiceed? 


3 < Text i 


—— 
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EXHIBIT H-2 


Pusiic ReLations Expense Ratios. 


Fiscal Years 1962-1966 and Ist Half 1967 
(000 Omitted) 


Ist Half 
For the fiscal yearsended March 1962 1963 1964 1965 1966 1967 
Ce) ee eee sip monisin wong $408,173 $427,017 $459, 346 $487 , 735 $513, 657 $266, 306 
Public Relations Expense...... $ 148 $ 125 $ 187 $ 170 : - -§ 262 $ 153 


Bixpense hatio. macieews.. 55. .038% 08% .04% 08% 05% on 06% 


Average for past five fiscal years 04% 


Note: Expenses in 1966 fiscal year, and 1st Half of current fiscal year, are up slightly because of ex- 


traordinary expenses for Centennial Project and Expo ’67 exhibit, costs of which are being spread over fiscal 
years ending March 1966, 1967 and 1968. 


EXHIBIT I 


TRADING Stamps EXPENSE Ratios 


Fiscal Years 1962-66 and Ist Half 1967 
(000 Omitted) 


; , im . . 1st Half 
For the fiscal yearsended March 1962 1963 1964 1965 1966 1967 
PSE oot et aces oa, ere ack TE eee $408,173 $427,017 $459, 346 $487 , 735 $513 , 657 $266, 306 
Domino Stamp Plan Expense... $ 1,659 S 1,558 $ 1,580 $ 1,662 $ 1,629 $ | 835 
Expense Ratio......... ROBES 40% .36% 34% 34% »o2% .31% 


Average for past five fiscal years 35% 


Norte: Costs of Ottawa Tape Plan included in 1962 and part of 1963, when it was discontinued. 
Costs in 1st Half of current fiscal year are down .01% from last full fiscal year, and .04% from average 


of last five fiscal years. 


e 


SSeS 


EXHIBIT J 
SOME RECENT EFFICIENCY MEASURES INTRODUCED IN STORES — 


Continuing improvement of store layouts. 
Automatic meat labelling and weighing procedures. 
Mechanical checkouts. 

2-3-4-5 deck fixtures. 
Greater use of skids with fork lifts. | 
Reversible powet conveyors for receiving and moving merchandise. 
Meat rails from trucks to coolers. 
Semi-automatic and fully automatic meat wrapping machines. 
Automatic change computation cash registers. 
Night Feoots at stores where possible. 


ceed RECENT EFFICIENCY MEASURES INTRODUCED IN WAREHOUSES AND DISTRIBUTION SYSTEM 


seme 


Advanced merchandise materials handling sae 
Electric fork lift. trucks. 

Computer ordering, billing and invoicing. 

Modern large tractor-trailers. 

Modern frozen food distribution warehouse and trucking. . 


Palletization wherever possible in warehouse. 
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EXHIBIT K 


COMPARISON OF PRIVATE BRAND PRICE vs. NATIONAL BRAND PRICE 
See —————————————————————————————————eeee 


% Saving 
Item Size Selling Price to Customer 
$ $ 
Liquid Detergent 
Dogo LY Tv ate SEA oe ein secige © woe ne ec eae 12 oz. .28 45.1 
Netional-BranG. ¢. Seo. ieee Sate icn ABBo ac Bs 12 oz. «xh 
Biguiino cee! . Sema oF I Soo See 24 oz. 49 50.5 
Neonat brand there eee eee eee 24 oz 99 
Lp T se OO RED SR OPT: Pic aanc treean mee. on erwin CET 32.02. .59 Prt) 
PAO US ETAT. 6., osc elec eile et ene eine 32 OZ. 1220 
Powdered Detergent 
MW OUATO Le kd sd als OSE ee ee eee 16 oz. Bis Zoeu 
DeAUOnS Brats: Oo Apes tae eee ee eee 20 oz 52 
TI OUILTO « & sic. dec torcks fe Mics 2c ak: A ee eae 32 Oz. .59 yt: a | 
a TORS SPAN Cb ticns oaks. > RS Oe ee oe 42 oz. 1.03 
POO RTRO! fie IEE AAG Ohm 5 Glad tee a 4 lbs. 1.09 25.2 
Nationa DEAN bis 6iGa aw Dk. foe Oe Po eee pene 5 IDs. 1.85 
Instant Coffee 
icnmello { Private Brand). 52450) ee 2 oz. 239 31.6 
PiatiOnsl BYGNO se sc ek kaa aoe ee alk 2 eee 2 OZ. 57 
Bachmellon. eves .¢ Art. eats « Gages «hehe tae 6 oz. .89 Sok 
INETTOUOL ESCATIO. oo <.sn ux gone of a te eed Se eee 6 OZ. 1.33 
APE MIIO HO eae bk hua hine Ghee eee ae 10 oz. 1.48 24 3 
PUA LIOTA STATA ice ie FS oo ope cE anes ce ees 10 oz. 1.89 
Roasted Coffee 
Riehmello x: ¢ er) 2 Peres re ies ber er tees 8 oz. 44 
National Brand A 2 sisc<Sas cee a easareea tea Mine ae eee 8 oz. 54 18.5 
IN FIOUSAESTASIC Een so 'eko 5 5 0) Oy deo eae We ee 8 oz. .04 18.5 
MICHMEUG LH. Fo oso nos. 484 wen es ee eee 16 oz. 87 
ANIALIONAL LSRATOUE AL co. «acc unucx ante acs enaeden tn cae ere 16 oz. .99 12.1 
National Brand B:..22958).335440.. eee 16 oz. .99 1221 
Salad Dressing 
LSaTc chert) (ee eee eT Cena ee RnR Lien wer” 16 oz. aon 
MNiitioisa StS oA. st soa + sieastes SO eee 16 oz 45 Pp? 
iation a LSP otic yee. c ns yc alee oh 4 coe eae rere 16 oz 45 22 32 
Biscutts 
Hulltop.( Private Brand)... 000... ee ee fib, .39 
National Brand A: o...c. con aot ea ee eee 1 lb. 49 20.4 
TN Glebe ETS eo a ae 1 lb. 49 20.4 
Tea Bags 
PIED MCU OS nas lake ac 55 eee ee ee ee 60’s .69 
INSMONAL DTane Aes ccs te oe om ee ee ee ee 60’s 87 20.7 
National Branden. 2007. ck ee eee 60’s 87 20.7 
National rind Ca ie nc ek ls 5 tae 60’s 87 20.7 
Bulk Tea 
Hilltop (Private Brand)... 2... .8Gcmeie. eee 8 oz. 45 34.8 
PV SEODBLSUTA Cin! <luehs'-s oe a ele Oe ee 8 oz. .69 
PESO hao Vaca cede ose caren id Sea eee 16 oz. 87 36.5 


National Brand’ :\.\... «4 >< «seca ee Lat oes 16 oz. ] 37 
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EXHIBIT K 
TT 6560 ee_seaea——woO0nesS=EaoqOn0nmoqmoqo eo 
% Saving 
Item Size Selling Price to Customer 
; $ Zo 

Soft Drinks 

BOs AaICOr Fe Ae hare eh ae, 30 oz. 2/.29 40.8 

‘Pelee 8 50g. 011 6 GEN Nia RUNOEN ENB RI Mx CUES Sedo Met he Dee OE 30 02. 2/.49 
Peanut Butter 

CIM aS Os ae cee sete Bee) i Fo 6S 8 8a Be 16 oz. .37 

DiMA hi in an ele en ae Ry a 12 oz 43 36.5 

LOE oD) BE: 1s 1 Se mE OR Rom RE 16 oz Dea ee 

Natsonal Brand Gis sceceecccee decd add ee 16 oz hc 5 
Cheese 

RichmellogM ediuniaelo?..2edew.saod ..disil. cores 16 oz. 3 

National Branth\he .jcoaciines. boa. eaoihlend .4 12 oz: az3 25.0 

POPS TF oc 8 cm ss sca choc msven ts sos nek moa 5 UE 16 oz. .87 Lol 
Chocolates 

Donmaiop Paly (Bare) 4 nt): Let on tee duce ad vautun 5/s .39 

PRAMS TAT Ot rane on em LDR et ety. 10’s .97 19.6 
Facial Tissues 

Symnnony (Private Brant e.g. jis sur el ois ce sina 400’s 3/.95 

Be ORAL ESPON AS ety oi all rok A 2) RO gl 400’s 2 Ahi 10.8 

USER STEPS EE IML FSI aE SS a A Oe Sp mle 400’s les Lk 10.8 


NOTE: 
1. Where size of package varies item comparison has been made on a per ounce basis. 


1. There are a great number of other private brands but only a few representative ones have 
been listed here. 


EXHIBIT L-1 


TREND IN NET PROFIT AFTER TAx 


Net Profit After Tax 
Year Ended on Dollar of Sales 


ORC A062 oi. ae sonrrirese i ccechcaecx kas Macias GARE eee 1.84¢ 
DPE AEOOLOGSIMER OG odbc. ch OE ita RAE 5 uv ROME oe An oR EAS 1.90¢ 
EDL CO ES ESSE He lea cea ONE SNL. La ER RRS IY Pec ous 2.03¢ 
2.07¢ 
2.07¢ 


March, 1965 
March, 1966 


PRM as aC Nel Tate fat we, Ve pL tet cen fhe erie) is. Teva Se: ae we fe: ee elie: Sela slay ee 6 6 6: 16, eo lel fe 


*) gare hake isf's s « voy Teese fe 086 © 9 0 syle elielie ich p © a) & ehiel es'ph @ elle 0 6.0 018 Le fee ceeen & © 
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EXHIBIT L-2 
DISPOSITION OF SALES DOLLAR 


Based on the year ended March 19, 1966 ten dollars received at our checkout counter from 
a customer would be disposed of as below: 


Received EF GIN CUSEOMCT ioe Sed ones de | Re RE ee eS ee ee $ 10.00 


Paid To Suppliers 
—Purchases from farmers, producers, packers, manufacturers and other 
C48] tr: = er rr Ee Seer uss Re 7.83 


Paid To Employees 
 4—Salaries-and other employee benefits... ... 5..2..05 0,003 2,0,, 500 oe ERMEE Cel ‘1.05 


Operation Costs 
—Rents, local taxes, licences, insurance, light, heat, water, telephone, laundry, 
maintenance, depreciation on buildings and equipment, advertising, de- 
benturefinterest. and othe? Expenses .. ......--d..-e<steriueewreress-orelerots ter BA GON Paes mar | 


Taxes on Income 


—Taxes on income payable to Federal and Provincial Governments amounted 
EO ec RNase o-org eeu 9 Re Sian atcha What anere Ree ae narats eee chd SE Ceonanee 21 


Dividend :to Shareholders... Abosnscece song oe eee de wwe BIN ta rere a 


Reinvested in the Business 


—The balance available from the year’s operations to provide for continued 
development-andfor-working-capitalsscasavwisse sree ee ewe ee ee eee .09 


EXHIBIT M 
Rats or RETURN ON INVESTMENT 
On the controversial question of return on investment our Company’s rate of earnings 
(after tax) on investment in the business is calculated below. Investment in the business is 
defined:as shareholders’ equity plus funded debt plus future income taxes plus leasehold liability.* 


FiscaL YEARS ENDED Marcu 


1962 1963 1964 1965 -- G9" 41900" 


% Return on Investment....... ef > 6.09% 5.99% 6.19% 6.24% 6.01% ~ 


* Note: At March 19, 1966 our Company’s total liability under long-term leases amounted 
to $94,000,000 which was 40% greater than our shareholders’ equity in the company. 
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EXHIBIT N-1 
ALL CANADA—CONSUMER PRICE INDEXES 1963-1966 
(Source: D.B.S.) 

YEAR FOOD 
SEAUD.h ae SIALI ICOM. Knee Ree Bice PSE Ue EE yy Pea See Ole a se 1 ie 
1G) Aowrerection. sholiteadema: cl. lartig es 6 eh. 10. MALE, Ds 124.0 
a NR en neti Sn be he, ci heen eee ed «re tod 4. hd ites. ea dhe oe 126.2 
BGO AUUAEY See eater re ate ee Ae LL A MIE Seah. VS. Tes BG 129.0 
Beopohiryet (GS loth Sit eh BaOs.. RAGSATH VRE IOD. OVA. Oe ts 129.4 
March : tasers oh. often cree tee. cio. wilesros aL oe: -be eo dts 128.9 
Dh By ta, deka IM A cok! SE ear Met aad cee e 3 128.9 
LI iepned ane neem eee amen: carer athe reas heat at hye ans ilh yg, Be. tie) Sacto eel 128.3 
DUO PEA ae de Pe ST MAEVE RS ee Ain One koe oe 129.7 
Julyicnh. of eeceemtore Ook oie Dlen acl meewi9d. OORT SL OURE.OGMW. 132 35 
Angusta ds «alk? Blood - henna? otk sore viralusiiisc: fine og 133.2 
DC DUCT Ob ein. Mir aS rea tea SN EE Ae Te ee ae 131.3 
OL OA, Wan sey eaeiedng ct goago ternal pyadace © <> hy Silay Selaeueala ageiarpay A Anette gent Sau MEO I 130.4 
Novem bean! FAR2 41980, SY BR ea ave SIGs EPA SOSUIAAD 130.8 
December? fous ettioageci-bool . ion dae. eecakes inte . dees. 131.4 
AG 0G Mesa FW DULL) gh ge, airing Chek Mer REN neon oman EE eee On MEE Wei epee ew oe 131.4 
ies OSG K igre end Ae care Mee apace treed: quietest earth pep or te dk eA ic alae pat iar S15 
Mardis DIGNUASIG: O16 GOLIGIO! .OLEOle .S AIS OO TARY, FAOGs 40 coh, 131.3 
Apvibepeses-2i. etn .tarw- duod@isthi 198 - tiaiet - ac ahd. ees diy 131.8 
hE Oe PRE ee ee PEP enter ee ger Cee Soke oer eee Ene Dae Ide 2 
AIRE BLD pong opnie Siete = ea che rea teh Awl weg Phas OY nt ora a naa LO CER PE RES 132.0 
JRL Gee eee SPAR eles Sears ET RON a te Whee Meanie ye Blak acta eee 135.4 
Par isieeheassoseinr edie 2Nt. BOOT RL BRIO. TOA tee Oe MSS. 1 
MODEST dt. Bhi + crm eroyeat nr quad): bers snigsieay 4h cic niet ogi 13207 
COC Ge Tn a ee A ee i i SB ae 134.0 
Wye ain BT eythane otnetinte UG cane ee arcs Sind boty bein li ance Hee ae gs a aa fe PAE 132.0 
Wecemper 4.29. YR. VG T9819, BOBS FAW HOSOI. DERE. EO 133.2 
POG ISUUAL Vie. oi he ets se ee te we ets eb oe ene Eiram apna tae. ated yep SR. 132.5 
Pert ar yee, ote lad Poe wg Th: SHED OR es I, GR Eat De Le OME LL LE jeg eset 
Riarche Herter wea Fok CE PRE ee BAO ae Aen) Shee 133.3 
As SOO, St). ROME. SIS RAS © BOIS ie). DAL YEARMOR, BATS SPS 133.4 
NAN} Hodire toen. oevtceuias Jacte. aber tate: vis oo. bere. swroaigast ark} Fou. 134.5 
PROS Mey hens Syne CEs Win 3) Leta TA ies Bie do oe ie ieee Ah dee mie Blary f 137.6 
Ete et, EE, LER” 00h. Ene ares green shea i ee og hets ce » SReate als Saas as 139.0 
PAT Pt HT a A, SUE RET EW EE ee Aha doi, ee ech Tame, ates Det ete TSF IS 
epi cnabentuytee ovis. tc? Doo) et! Sy nes LIE LON ak ARTES. kde he 136.4 
GeLGbCld wom: ehiti bernard: GSR ty sal ont wleweteeee: ta) ay Piao a ieee PRO Pie 
POV CLSEL Se, hee een eee a Pe 2e, Sine ey es cer A ogee Mee ty 138.2 
WECEISDCHLE Ch Sa Ae Tk aka. Sikes oR ae Os ee Rates Wemaa tas: eee 139.6 
LeoGeennueivintiase L., 40:-3e 2. tO Sed. Bla. uot. 2! alee . eipersod.. 140.6 
Per eo ice Beg te, cee Pacer ho Ai eT ed. eight tue hereon ee 142.5 
RAEI PTE, FARS LVNG, SAVE ERS O Ron deme wR, MRE CRN ee ote oe Rev ee ae. pea abe 143.4 
pri asennad. of eet tee A ee ace ee eer cere SER Ree ee, Bane 1A SME 
Ml are BOS GOT AMI 20. FES SSS, SOP OT. 268.7. TOR. OR OR. TAS: 143.8 
Vile cadre fs baer Phe > Fis Akt I eR Pee astro, oil tee atte esy od eek 144.2 
ECE Die ARSE CURL SINE Sa Med bata DAN fon LIN Sallie! Bon A ARG eet Na ee ts ee ee a Sete 146.0 
NITES TE. “CRRTAe ee  ROPEe ax, Ape ROR: ath) ttt 2 Hig he eee Sa. SELMA oe ghee 148.1 
Sentetebertay lh... SAO Ae.. Sales le RON, AAT oe AGORA im afitesa dens 147.1 

Breen aerease LOGO Ver LUGO nee eee i ce Ge es ale eal ls oleae 6.7% 
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EXHIBIT N-2 
THE GLOBE AND MAIL 
THURSDAY, October 6, 1966. 


Not Just A MATTER OF FoopD 


That could turn out to be a windmill the embattled housewives are 
proposing to attack with their boycott against the supermarkets. Or it could be 
themselves. 

Food prices have certainly increased 35.9 per cent between 1949 and 1965. 
That is a matter of record. It is equally true that prices to farmers in the same 
period have increased only 6.6 per cent. But these figures do not automatically 
make villains of the supermarkets, or of the wholesalers, or producers or 
distributors who handle food between the field and the store. 

In this century and particularly since the Second World War there has been 
a revolution in the food business on the North American continent, and the 
housewives, armored with shopping buggies, have been right there among the 
rebels. The small, single stores that sold food in pretty much the condition it 
was received from the farmer have largely given way to supermarkets, whose 
food often looks as though it never saw a farmer. These big stores have brought 
endless varieties of foods together in a single location and standardized quality 
so that a purchaser can be fairly certain about what she is receiving. They 
would not have been a success if they had not been giving housewives what 
housewives want. 

Not nearly all of it, of course, is food. The supermarkets have provided 
handy parking lots, piped-in music and those afore-mentioned buggies (“If we 
provided trailer trucks I think the women would fill them,” said one supermar- 
ket manager). They have competed with each other by way of trading stamps, 
and contests—the price of carrots helps pay for a new toaster and provides a 
chance on a trip to the sunny south. 

Packaging and processing have also played a large part in rising food 
prices. Where the housewife preparing Thanksgiving dinner had once to pluck, 
clean and stuff the turkey, peel dirty potatoes and turnips and mash the lumps 
out of them (seldom a wholly successful endeavor) and start with the pumpkin 
to make the pumpkin pie, she can now buy the whole menu frozen and ready to 
pop into the oven. She is not only buying the food, but the services of a host of 
people to prepare it; and it is entirely possible that as many manhours went 
into the preparations as the farmer down the line put into the original 
production. 

If all a housewife wants is food, she can get it at St. Lawrence Market, 
without the trimmings. But in that case why are she and her sisters supporting 
hundreds of supermarkets, and only one St. Lawrence Market? 

There can be no doubt that the present high cost of food creates a serious 
problem for the housewife who must feed her family on a low income. It is not, 
however, a problem that is likely to be solved by a boycott of the supermarkets. 
The supermarkets themselves do not take a large profit on the things they 
sell—the profit of Dominion Stores Ltd. in 1965 was 2.07 cents on its sales 
dollar; no independent store could restrict itself to such a small return and hope 
to survive, and independent stores don’t. 

Dr. Barbara McLaren, head of the Food Sciences Department of the 
University of Toronto, proposes a more logical method of cutting the food 
budget: discover which foods offer the best nutritional bargains and shape the 
family menu around them “I would be pleasantly surprised and delighted,” she 
said, “if the housewives decide to carry out their plans by swinging toward 
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protein-rich stewing beef or heart—and they shouldn’t overlook fish—all excel- 
lent sources of protein and less expensive.”’ 

That there is room for such a campaign is demonstrated by Canadian 
consumption figures. Between 1950 and 1965 Canada’s per capita beef consump- 
tion rose from 50.6 pounds to 78.7 pounds, but per capita consumption of such 
products as animal hearts, livers, kidneys and tongue dropped to 3.4 pounds 
from 4.9 pounds. Yet these are highly nutritious meat products. 

A campaign to increase the use of such products would require study and 
the changing of some food habits, and would not be nearly so exciting as 
marching on supermarkets; but it could be more effective in helping housewives 
to get the right food at the right prices. 

If they persist in their boycott, however, they will not want for sympathy 
and support from certain politicians, who are always delighted to lead any 
assembled group of protestors—from the rear, of course, and not necessarily in 
the direction of success. 


EXHIBIT O 
DEPARTMENT OF AGRICULTURE 
WASHINGTON, D.C. 20250 
September lI, 1966. 


Mr. Michael J. O’Connor, Executive Director 
Super Market Institute, Incorporated 

200 East Ontario Street 

Chicago, Illinois 60611 


Dear Michael: 


It has been reported to me—and I have noted it several times in the 
press—that the Secretary of Agriculture in his presentation before the New 
York City Council commented disparagingly about our food processing and 
marketing system. | 

This is not the case. Quite to the contrary, I pointed out then as I have done 
many times before all kinds of groups and under every imaginable circum- 
stance—that the American food industry is unexcelled in its effectiveness and 
efficiency. The fact that the American consumer is spending only 18.2 percent of 
his take-home pay for food, and eats better and cheaper in relation to his real 
income than do consumers in any other country in the world, testifies to the 
efficiency of our food marketing system. 

Since Secretaries of Agriculture seem frequently to be quoted out of 
context, I wanted you to know what I have said and to reiterate to you my own 
position. I enclose a verbatim record of what was actually said at the New York 
hearing. (Please excuse the clumsy wording.) 

This is not, of course, to say that improvements cannot be made or that in 
some instances abuses don’t exist in our marketing process, I am sure you 
would be the first to agree that as good as our marketing system is, it is no 
more perfect than any other segment of our economy. 

I take this occasion, then, not only to set the record straight but also to ask 
again for your understanding and your cooperation in doing an ever better job 
to serve the people of this country. 


Sincerely yours, 
Orville L. Freeman, 
Secretary of Agriculture. 
Enclosure 
24998—53 
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—Upon resuming at 3 p.m. 
Co-Chairman Senator CROLL: Order. 


M. LeBLANc (Laurier): Monsieur le président, devant l’assistance que nous 
avons ici, et également a cause du fait que les journalistes francais se plaignent 
qu’ils ont de la difficulté A suivre les débats, je me demande s'il n’y aurait pas 
possibilité que le Comité siége dans une salle ot les facilités seraient plus 
adéquates pour rencontrer la population et les gens qui viennent ici nous 
rencontrer, et pour les installer peut-étre plus confortablement, car ici nous 
sommes assez tassés et les journalistes francais ne peuvent pas recevoir 
Vinterprétation simultanée parce qu’ils n’ont pas l’équipement. 

Je me demande s’il n’y aurait pas la possibilité pour que votre Comité de 
travail s’organise pour avoir ce comité dans une autre chambre. 


Co-Chairman Senator CROLL: Well, as you know, we are not very happy 
about these facilities. In the West Block we were in room 308 and were moved 
across the hall to a room which was about the size of a large telephone booth. 
This is the only thing that is available at the present time, so busy are they with 
committees. We will keep trying to make sure we can improve our facilities, but 
I think the French correspondents can sit around the table here, and that will 
facilitate them for the time being, until we are able to get a better room. 

This afternoon we have Steinberg’s Limited, and as witnesses: Mr. Sam 
Steinberg, the Chairman and President, who is sitting there; Mr. Nathan 
Steinberg, the senior Vice-President, who is behind; Mr. James M. Doyle, 
Vice-President, Secretary and General Counsel, Mr. Arnold Steinberg, Vice- 
President and Treasurer, on my left; and Mr. Jack Levine, Vice-President and 
General Manager (Quebec Division), is on the far left. 

Mr. Sam Steinberg will read the brief. 


Mr. Sam Steinberg, President, Steinberg’s Limited: Mr. Chairman and 
gentlemen, it is indeed an honour for me to have been invited here this 
afternoon to testify before this combined Senate and House of Commons 
Committee on Consumer Prices. 

Steinberg’s has always considered it a duty, when so called upon, to 
provide whatever information has been requested for use in the public interest. 
Therefore, we welcome this opportunity of presenting our views on what is 
happening in the food distribution industry specifically as it relates to Stein- 
berg’s Limited. 

Steinberg’s Limited is a diversified company whose activities embrace food 
and general merchandise retailing. Its operations are centered in the provinces 
of Quebec and Ontario. We also have one store in New Brunswick. At the end 
of our fiscal year 1966, which ended roughly two months ago, we operated 157 
food stores and 11 department stores. Our combined sales for this fiscal period 
totalled $400,882,000 and our profit was $7,639,000. We earned 1.9 cents on 
every dollar of sales achieved. 

In addition to managing retail supermarkets and department stores our 
company, through a wholly-owned subsidiary, operates manufacturing facilities 
for the production or processing of food products sold under the company name 
in our retail outlets. For example, we produce a wide variety of baked goods, 
meat and delicatessen items; we process tea and coffee; we roast and pack nuts; 
and the like. We recently completed a new bakery, one of the largest and most 
efficient in Canada, at a cost of approximately $8-1/2 million. It incorporates 
the ultimate in quality manufacturing, sanitation and efficiency of operation. 
Products are made up, baked, cooled and packaged automatically in simultane- 
ous operations. 

In this same area of food processing, the company will shortly expand 
substantially its delicatessen facilities, particularly in keeping with the increas- 
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ing demand for prepared and semi-prepared foods such as frozen meat pies, 
pizza pies, cooked meats, prepared salad items and similar items. 

We have entered the field of food processing to enable*our stores to offer 
high quality goods to the consumer at prices lower than would otherwise be 
available. 

In addition to our own manufactured products, we carry a wide range of 
items under private label which permits us to offer the customer exceptional 
value in terms of prices and quality. You will find in the material submitted 
today prices of a representative group of Steinberg private label items com- 
pared to those of similar products of national and regional brand manufactur- 
ers. 

We make available to consumers, on the average, a total of 6,000 items 
combining private label, national, regional and local products. In some of our 
larger stores we carry as many as 8,000 items. 

While on the subject of suppliers, I would like to say that Steinberg’s 
Limited exerts no control over its suppliers. 

Our company has, since its inception, felt an obligation to the public and to 
our suppliers to further the efficient distribution of goods. Typical of this was 
the opening this summer of a new produce distribution centre which enables us 
to offer goods at the peak of their quality. The entire building, including truck. 
and rail loading and unloading facilities, is at a year-round temperature of 50 
degrees and a humidity of 90 per cent to ensure that the merchandise maintains 
its full bloom. All our vans transporting produce maintain the same tempera- 
ture. We pioneered in Canada the use of nitrogen gas as a refrigerant in trucks: 
used to transport perishable merchandise from distribution centre to store. The 
advantage of this technique is the speed by which temperatures in the van can 
be reduced to the desirable levels during delivery. 

We operate our own meat warehouses to ensure the ultimate in quality 
control of meat products. This allows us to inspect all meats coming into the 
plant prior to delivery to the stores. More importantly, it allows us to age our 
beef in a scientific fashion and under our complete: control in order to offer 
merchandise of the highest quality to our customers. All of our meat ware- 
houses and meat processing operations are under federal Government inspec- 
tion. 

We have completed a feasibility study and will shortly commence construc- 
tion on the first centralized meat cutting plant in Canada in order to substan- 
tially increase efficiencies in the breaking down of beef. This will not only allow 
for a better utilization of manpower but will ensure uniformity of meat cutting 
not presently available under the present method of having cutting operations 
carried out in each individual store. 

Steinberg’s operates its own large transportation fleet. These trucks operate 
around the clock to supply our stores. The trucks will shortly be scheduled by 
means of a computer in order to improve on our truck utilization rate. 

We operate a wholly-owned premium stamp company which enable us to 
provide promotional gift centres for our customers. These have proven ex- 
tremely popular with the consumer. 

We have a substantial interest in Cartier Refined Sugars Ltd., one of the 
smaller sugar refineries in the Montreal area. 

We have on order a new I.B.M. 360 computer, considered to be the most 
advanced computer available to business. It will be applied to allow us to make 
better decisions, to operate more efficiently, and to provide us with better and 
‘quicker analyses of our operations. 

In the same vein, we maintain a Research Department employing trained 
statisticians and economists to assist us in choosing store and shopping centre 
locations, and to help us in our marketing activities. We are continuously 
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conducting surveys to determine what our consumers want so that we can 
reflect their preferences in our new stores and in our marketing policies. 

Our most concentrated efforts, though, are involved in developing the 
people who work in our company. We currently employ a total of 16,000 
persons, divided roughly into 50 per cent full time and 50 per cent part time. 

The company has undertaken a major program of management develop- 
ment starting with the president and running down through the entire senior 
and middle management ranks, supervisory personnel, store managers and store 
department managers. Literally hundreds of key company managers have been 
involved in this program of personnel development using the latest techniques 
available in Canada and the United States. Similarly, a great deal of work is 
being done in the techniques of employment, indoctrination and on-the-job 
training of new personnel coming into the company. 

The key to a successful company in the supermarket industry is volume. 
Our stores enjoy the highest average volume per unit in Canada. Volume is 
achieved by having stores which are conveniently located, personnel properly 
serving the customer, advertising and sales promotional programs which attract 
and interest the consumer, modern stores incorporating the latest in convenient 
shopping, a variety of goods which allows the consumer a choice of brands and 
prices and, of course, prices which are competitive. 

Our new and modern facilities, our manufacturing operations, our distribu- 
tion fleet, our department stores, our private label products, our new and 
modern warehouses, our use of the latest in computers and research personnel, 
our real estate operations, our training and indoctrination of personnel,—this in 
total enables us to earn a profit of less than two cents on each dollar of sales. 

We have not prepared a formal brief, but I have brought with me a 
considerable amount of material in keeping with the guidelines sent to us by 
this joint committee. 


(See Exhibits A(1) to A(15) inclusive immediately following this tect.) 


I shall be pleased to answer your questions. 
If any information is not now available, I shall be pleased to send it to you 
in the shortest possible time. 


Co-Chairman Senator Cro: I think you had better explain the tables. 


Mr. S. STEINBERG: The first table shows our sales and profits. In 1956/57 our 
sales were $132,431,000— 


Mr. LEBLANC: Mr. Chairman, I have not a copy of that table. 

Co-Chairman Senator CROLL: Yes, it is in the back of the submission. 

Mr. S. STEINBERG: We brought 40 copies with us. 

The CLERK OF THE COMMITTEE: Additional copies are now being run off. 

Co-Chairman Senator CROLL: Yes, but sufficient copies should be kept for 
the members of the committee, and there are members without a copy. Perhaps 
we can do some sharing in the meantime. 


Proceed, Mr. Steinberg, and please explain, as you go along, what you are 
talking about. 


Mr. S. STEINBERG: Gentlemen, you have before you a ten-year projection 
commencing with the year 1956/57. The reason for the split year is that our 
year ends in July. Our sales in 1956/57 were $132,431,000; in 1957/58 they were 
$150,926,000; in 1958/59 they were $178,261,000; in 1959/60 they were $238,- 
117,000; in 1960/61 they were $253,222,000; in 1961/62 they were $267,965,000; 
in 1962/63 they were $286,810,000; in 1963/64 they were $327,227,000; in 
1964/65 they were $379,097,000; and our latest sales for the year 1965/66 are 
$400,882,000. Our statement will probably be out in a couple of weeks. We have 
not yet got it out to our shareholders. 
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In the next line we show you the percentage of increase— 


Co-Chairman Senator CROLL: You do not have to read the figures. Just 
indicate what is there. You will be questioned on the figures later. 

Mr. S. STEINBERG: Very good. The items covered are sales, profits before 
taxes and the percentage change from year to year; the profits after taxes and 
the percentage of change, the percentage of sales in terms of earnings, the 
return on equity after tax, and then the total capital after tax. The explanations 
are right below. 


Mr. LEBLANC: May I ask a question at this point, Mr. Chairman? 
Co-Chairman Senator CROLL: Yes. 


Mr. LEBLANC: The total capital after tax is a percentage—what would that 
be? 


Mr. A. Steinberg, Vice-president and Treasurer, Steinberg’s Limited: That is 
the percentage of the earnings after taxes—the earnings after taxes over the 
total capital. 


Mr. S. STEINBERG: Table 2 deals specifically with the supermarket opera- 
tions. The previous table includes the total sales of the company. What we have 
done is to use 1960/61 fiscal year as an index of 100 in terms of sales. This table 
shows you how the sales index has gone up each year from 100 to 107, then to 
110, to 120, to 134, to 140 in terms of dollars, and it shows in the last column the 
average annual increase in percentage points. 

The next item is the gross margin dollars—that is, the gross margin dollars 
earned. It shows you how it goes along, and that the average annual increase is 
8.7 per cent. 

The operating costs follow, and the average annual increase there is 8.2 per 
cent. 

Then, we have taken some selected cost items. We were asked to give 
maintenance costs, but this was very difficult because of our accounting 
procedures. So, we have given you an idea of how selected items have increased 
on the average. You will see that warehousing has gone from 100 to 109, to 120, 
all the way to 155, giving you an average annual increase of 9.2 per cent. 

Transportation has increased on the average by 7.5 per cent, and based on 
the index of 100 you will see how it has gone up by some 45 per cent, while 
warehousing costs have gone up 955 per cent. 

Store salaries and wages have increased 67 per cent. Store fringe benefits 
have increased by 55 per cent. 


Mr. McCutTcHEon: What are those fringe benefits, Mr. Steinberg? 

Mr. S. STEINBERG: I would have to get a complete breakdown of the fringe 
benefits for you. 

Co-Chairman Senator CROLL: What do they contain? 

Mr. A. STEINBERG: These wolud include things like paid vacations, hos- 


pitalization insurance, sickness benefits, pension plan—we can submit a detailed 
list of our fringe benefits, if you would like, but these are the major items. 

Mr. McCuTcHEON: When you mentioned store salaries and wages, do these 
reports combine all those things? 

Mr. A. STEINBERG: No, they are not combined. 

Senator THORVALDSON: So that I may understand this table, are these 
figures based on your over all volume? For instance, I see “Store salaries and 
' wages”, 111 in 1961-62, and 167 in 1965-66. Does that mean the percentage on 
the same dollar volume or on the increased volume? 

Mr. A. STEINBERG: This is based on the increased volume. These are total 
dollar figures based on actual dollars. 
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Mr. S. STEINBERG: Then we have occupancy costs. 

Senator McDONALD: What does that mean? 

Mr. S. STEINBERG: That is rental on store premises. Then we have supplies, 
administrative costs, taxes on real estate, equipment costs and construction 
costs. This is to give you a quick idea of how these costs have risen through the 
years, and they are on an annual basis. 

Mr. McCutcHeEon: I have a further supplementary question going back to 
store salaries and wages. It shows 100 as a base in 1961. How many stores did 
that represent in 1961 and how many stores does the 167 refer to in 1966? 

Mr. A. STEINBERG: In 1961 it represented 132 supermarkets. Do you want 
the number of supermarkets for other years? 

Mr. McCutTcHEon: No. 

Mr. A. STEINBERG: The base year was 132. 

Mr. McCutTcHeon: How much is it now? 

Mr. A. STEINBERG: In the year covered now, 157. 

Senator THORVALDSON: But your volume from sales has trebled during this 
period? 

Mr. A. STEINBERG: That is correct. 

Senator THORVALDSON: What are you intending to prove by this particular 
table? We all are naturally aware that your salaries must have gone up with 
your gross margins, but what about your volume? 

Mr. A. STEINBERG: Our volume has gone up 40 per cent over the past five 
years. Sales in 1961 were 100. In 1965-66 they were 140. Our volume has trebled 
over a 10 year period. The introductory remarks are based on an over all ten 
year survey. 

M. S. STEINBERG: The next item deals with the retail price mark-up— 
selected high turnover items. 

Then we have gross margin variations between commodity groups, and it 
gives you the percentage margins on these commodity groupings. You will note 
that there is a footnote pointing out that “gross margins as shown are retail 
price minus supplier invoice price.’”’ The invoice price means from the point 
the goods reach our warehouse with nothing added on for warehousing charges 
or transportation charges; in other words, there is on add on. 

Then we deal with a few major commodities—bread, milk and eggs, retail 
prices and the percentage mark-up. You will note that on bread we have two 
separate mark-ups. One deals with the time before we opened our bakery and 
picked up at the bakery, employing our own trucks, having our own people 
distributing and using all of our equipment, and no allowance for stales, or 
anything else. Once our own bakery is in operation it forms an integral part of 
our business and consequently we are selling bread at a much lower mark-up. 
In other words we do not have the added distribution cost we had when we 
were picking it up at the supplier who was manufacturing for us. 

The next page deals with advertising and sales promotional expense and 
revenue. You will notice that in 1960-61 advertising and sales promotion 
expense was 2.46 per cent; in 1962-63, 2.75 per cent; in 1963-64, 2.73 per cent; 
in 1964-65, 2.78 per cent; and in 1965-66, 2.81 per cent. Then we have an item 
dealing with advertising and sales promotion revenue, with a figure for 1960-61 
of .62 per cent; in 1961-62 they are not available; in 1962-63, .93 per cent; in 
1963-64, .92 per cent; in 1964-65, 1.07 per cent; in 1965-66, 1.14 per cent. The 
net expense appears on the bottom line. 

Now, Table 9. 


Co-Chairman Senator CROLL: You have missed a page, have you not? 


————————— 
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Mr. S. STEINBERG: I guess there will be a question period when we can 
discuss that. 

Co-Chairman Senator CROLL: But have you the page? 

Mr. S. STEINBERG: Yes, I have. 

Co-Chairman Senator CROLL: Have the members the page before them? 

Senator THORVALDSON: Yes. 

Mr. S. STEINBERG: Table 9 deals with ready made convenience foods, and a 
comparison with those foods requiring preparation. 

Co-Chairman Senator CROLL: If there is anything special, please bring it to 
our attention. 

Mr. S. STEINBERG: I was asked to show what some of these food prices were 
before they were processed. This is the information we were specifically asked 
to bring along. 

On the following page we have comparative retail prices on national 
brands versus private label items in our stores, showing the difference. 

Co-Chairman Senator CROLL: Would you give us a minute or so to digest 
this, Mr. Steinberg, because most of the gentlemen will be asking you questions 
about it. 

Senator THORVALDSON: Could we have a further explanation of Table 9, Mr. 
Chairman, while we are at it? I do not understand what it is intended to show. 

Mr. S. STEINBERG: Table 9 is an answer to a specific question that was posed 
by the secretary of the commission, and is a comparison of ready-made, 
convenience food retail prices with those food items requiring preparation. We 
intended to give examples, there are nine of them on Table 9. On the one hand 
our convenience foods, and on the other hand the comparable foods that require 
preparation by the consumer. The relevant prices are compared one to the 
other. 


Mr. Jack Levine, Vice-President and General Manager, Quebec Division, Stein- 
berg’s Limited: It refers to a questionnaire that was sent to us. 

Senator THORVALDSON: What does it prove in general? Can you give a 
general statement as to what that proves? 

Mr. LEVINE: It shows that prepared foods are more expensive than un- 
prepared foods, and that a woman at home would want to buy unfreshened 
foods to save expense while a working woman might buy prepared foods to 
save time and energy. 

Mr. S. STEINBERG: The price differentials and quantities are there. The next 
page shows the prices of national brands versus private label. 

Table XI deals with the policy in respect to specials, for such items as 
broilers and beef. This is in answer to specific questions we were given. That is 
why we give them. It says: 

We work prominently on the following commodities in our advertising and 
feature program. Beef, chicken, turkey, ham, frozen and fresh lamb, veal, pork 
loins. Our method for selecting one of these items each week is taking into 
consideration: 

Price, time of the year or season, and availability of merchandise. Such 
items as turkeys and hams are featured during the Easter, Thanksgiving and 
Christmas periods which is a natural tie in with these holiday periods. During 
- the winter months we concentrate heavily on featuring beef and pork. During 
the summer period with many people anxious to serve quick and easy meals 
and to do less cooking, such items as B.B.Q. chickens and hams are advertised 
since preparation of these items is less time consuming than beef and pork. 
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When fresh veal or fresh Canadian lamb is available in the quantities necessary 
for our purposes, we will advertise these. 

Setting of prices for these features is based on the cost of merchandise at 
time of feature, past history and performance of that particular commodity— 
that means, the sales—is also taken into consideration. In other words, the price 
at which you sell has a lot to do with the tonnage or volume you are going to 
move. The gross margin earned on chickens 2-3 pounds is approximately 4¢ 
to 13¢ pound—beef approximately 10-15 per cent—pork 12-15 per cent 
—turkeys 1¢ to 4¢ pound—lamb and veal 12-18 per cent—ham 1¢ to 5¢ pound. 

The profits shown here include only the cost of raw merchandise to retail 
sales and do not show labour at store level, packaging, depreciation, etcetera. 

In other words, the cost of packaging and everything else is not taken into 
consideration in the profits which we feature and, as I have already indicated, 
out of that we pay for all the labour and the supplies and what-not. 

During a feature we never adjust upward on other commodities to make 
up the difference of gross margin lost on the feature product. 

In other words, we do not play see-saw. If we sell something, it comes out 
of the margins that we earn. By “see-saw”? we mean that we do not reduce one 
item and raise another. 

On the next page, there is a question: “How do you assure yourself that 
your prices are competitive?” and we answer it: 

As to competitive price-checking, for over fifteen years, Steinbergs has had 
a program of retail price analysis. The present program consists of: 

1. an everyday spot-check on fluctuating price commodities such as eggs, 
produce and meat items and 

2. a complete retail price analysis on a regular basis of all major competi- 
tors in our trading areas. From prices collected in each store on over 800 
comparable or identical items, it is possible to determine what the price level is 
in any store or region. 

At the same time, each store manager is expected to keep close tab on food 
prices in his market area and to keep management informed on price levels, 
changes in price and services available in competitive stores. 

As a result of such studies, we have determined that our total value is 
equivalent to or better than any competitor in the areas in which we operate. 

I guess you hear that from every supermarket operator. 


Senator THORVALDSON: Yes, we have had that yesterday and today. 


Mr. S. STEINBERG: I have been asked to comment on the role of the 
independent. We have Dominion Bureau of Statistics figures: In the Province of 
Quebec, the chain store share of the market was 33.0 per cent in 1960; 32.9 in 
1961, 31.4 in 1962, 30.3 in 1963, 31.1 in 1964 and 29.8 in 1965. 

The independent share of the market has been 67.0 in 1960 and then it rose 
all the way to 70.2 per cent in 1965. Therefore, you can see that the independ- 
ents are doing quite well in the Province of Quebec. They do the lion’s share, 
70.2 per cent. 


Senator THORVALDSON: Would you indicate what you mean by “independ- 
ents”? Do you mean the grocery store, plus people like IGA? 
Mr. S. STEINBERG: I have not got to the break-down in so far as the DBS 


figures are concerned, but I would think they take all these independents, 


whether they belong to voluntary groups or not—independents, as apart from 
corporate chains. 


In Ontario the situation is somewhat different. It is evident that the chains 
have maintained their share of the market, because they start out at 60.5 per 
cent in 1960 and in 1965 they are doing the same thing, 60.5 per cent. The 
independent share of the market was 39.5 per cent in 1960 and some five years 
later the same figure holds true. 
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Mr. ALLMAND: You say on page 5 that you operate a wholly owned 
premium stamp company. Is this the Pinky Stamp Company? 

Mr. S. STEINBERG: You are right. 

Mr. ALLMAND: I have been told through letters and telephone calls from 
some of my constituents that when they receive these pinky stamps from 
Steinbergs they cannot turn them in for cash or other groceries. They say this is 
different, that there are some premium stamps at other stores where they can 
turn them in for cash. They say that at one time they could do this but they 
cannot do it now. 

M. S. STEINBERG: They have been trying to change them for merchandise or 
other goods? 

Mr. ALLMAND: No, trying to turn in the stamps for cash. 

Mr. S. STEINBERG: This is not permissible under the Criminal Code. 

Mr. ALLMAND: You say it is not permissible under the Criminal Code? 

Mr. S. STEINBERG: For cash, no. 

Mr. ALLMAND: Did you ever do it at one time? 

Mr. S. STEINBERG: Here is what we did. When a customer made a purchase 
and she wanted cash for her stamps, we merely deducted from the amount of 
her purchase. 

Mr. ALLMAND: At the time of purchase? 

Mr. S. STEINBERG: At the time of purchase. In other words, she was really 
trading in her stamps for merchandise. 

Mr. ALLMAND: You say this is not legal now? 

Mr. S. STEINBERG: Cash is not legal. 

Mr. ALLMAND: But this procedure you describe. 

Mr. S. STEINBERG: Yes it is legal because she is getting merchandise for 
stamps. 

Mr. ALLMAND: What about other groceries? 

Mr. S. STEINBERG: I have just said that. This is what she does. She can get 
other groceries. If she got $5 worth of groceries, instead of paying out $5, she 
could pay, let us say, $2.50 in stamps and $2.50 in cash. In that way she would be 
getting groceries for those stamps. 

Mr. ALLManpD: My point is, can she bring in a book—? 

Mr. S. STEINBERG: Let us say she came in with a book and only wanted 
cash—no. 

Mr. ALLMAND: If she came with a book and wanted groceries, a couple of 
months afterwards? 

Mr. S. STEINBERG: Yes, it doesn’t matter when. 

Mr. ALLMAND: Some constituents say they have not been able to get 
groceries. 

Mr. S. STEINBERG: I am not aware of that. When we first publicized stamps 
there was some uncertainty about them so we publicized the fact that she could 
get groceries for them, but we found that so few wanted to redeem their stamps 
for groceries, for reasons of their own, that we stopped advertising or promot- 
ing this alternative. 

Mr. ALLMAND: However, with respect to stamps, I presume that your gifts 
- are owned by the Pinky Stamp subsidiary—the gifts? 

Mr. S. STEINBERG: That is right. 

Mr. ALLMAND: This company places on those gifts a number of stamps that 
will give a certain return—let us say, a toaster requires so many stamps? 
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Mr. S. STEINBERG: That is right. 
Mr. ALLMAND: Does your subsidiary make a profit on those gifts? 
Mr. S. STEINBERG: They do. 


Mr. ALLMAND: So you make a profit on the gifts as well as on the groceries 
that you sell on behalf of the stamps? 


Mr. S. STEINBERG: Yes, but the earning from the Pinky Stamp Company 
finds its way into that 1.9 cents on the dollar that we earn. 

Mr. ALLMAND: The Pinky Stamp Company is a fully owned subsidiary? 

Mr. S. STEINBERG: A fully owned subsidiary. 


Mr. ALLMAND: Is it in any way related to the Miracle Mart Department. 
Store? 


Mr. S. STEINBERG: The Miracle Mart Department Store is also a wholly- 
owned subsidiary. 

Mr. ALLMAND: When you are buying your gifts, for example, is the buying 
done through the same company? 

Mr. S. STEINBERG: No, the Pinky Stamp Company makes all its own pur- 
chases. 

Mr. ALLMAND: I have here a newspaper report from the Ottawa Citizen in 
which it says that Steinberg’s sales are at a new high. It says that consolidated 
sales of over $400 million were recorded by Steinberg’s for the last year. It says 
that your sales have increased by 5.75 per cent over the previous year. Is this 
5.75 per cent increase due to increased prices or to volume? Can you give me an 
answer to that? 

Mr. S. STEINBERG: The 5.75 increase? Yes, it is in sales. All of one’s profits 
are derived as a result of sales. Perhaps I am not understanding your question. 

Mr. ALLMAND: Well, when the consumer or citizen looks at this figure—and 
this came right out at the time of this controversy over increased prices—the 
consumer sees that Steinberg’s sales are at a new high and that they are making 
record-breaking profits, and he concludes that it is because they are charging so 
much. Whether right or wrong, this is the reaction. 

Mr. S. STEINBERG: I will try to explain it to you. The year before we had 
$379 million. This year we did some $400 million. If we did $21 million of 
additional business, we certainly did it with the intent of earning a profit. If we 


earn 1.9 per cent of our sales for every dollar this year more than last year, we 
are making a profit. 


Mr. ALLMAND: The same report says that last year you opened 100 food 
stores. I presume that means new stores. 

Mr. S. STEINBERG: How many? 

Mr. ALLMAND: One hundred. 


Mr. S. STEINBERG: I hope to see the day when we might open 100 new 
stores. 


Mr. ALLMAND: It says: 
In reviewing the company’s activities during the past year, Mr. 
Steinberg noted the opening of 100 food stores,— 
Mr. S. STEINBERG: The newspaper said that. 
Co-Chairman Senator CROLL: That is in the newspaper report. 


Mr. S. STEINBERG: They may have put an extra zero on. The newspaper 
may have added an extra zero. I do not know. 


Mr. ALLMAND: Well, is it 10? 


Mr. S. STEINBERG: It must have been 10, yes. Ten, yes, that is correct. 
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Mr. ALLMAND: It is 10? 
Mr. S. STEINBERG: Yes. 
Mr. ALLMAND: I will finish the sentence in the quotation: 


—a large Steinberg Miracle Mart department store and a modern prod- 
uce distribution centre. 


These questions were asked this morning by another witness, but it seems 
that your expansion program was rather large last year, even though it is only 
10. How does this increase in construction and expansion reflect itself in your 
prices? 

Mr. S. STEINBERG: Well, when you open a store unit, an individual unit, you 
do it with the idea of generating volume, and you hope to be able to earn a 
profit with the volume you generate in that store. 


Mr. ALLMAND: How much, or I should say how often are your stores 
generally used to capacity? 


Senator THORVALDSON: As a percentage of sales. 


Mr. S. STEINBERG: When you say “to capacity” unfortunately, if we could 
have our stores busy from Monday morning on, or if we could have the business 
spread out through the week, that would be a wonderful thing, but the biggest 
part of the business always comes at the weekend, Thursday, Friday and 
Saturday, so that on Thursday, Friday and Saturday they are really busy. 


Mr. ALLMAND: When you say Thursday, Friday and Saturday, do you mean 
all day Thursday, Friday and Saturday, or just in the evenings? 


Mr. S. STEINBERG: Well, I would have to take count in terms of every hour 
just to see how that distribution of sales is done, but, usually, the heaviest part 
of the business is done in the evenings. 


Mr. ALLMAND: You are open two evenings in Montreal? 


Mr. S. STEINBERG: Yes, Thursday and Friday evenings. These are very 
heavy. In the past week, I understand from speaking to the zone manager in 
this area, Ed. Gagnier, who picked me up at the station and took me over to the 
motel, I understand that business in the early part of the week was quite slow, 
Tuesday, Wednesday and Thursday—although Thursdays are usually busier 
—hbut Friday and Saturday were busy and that it was almost impossible to cope 
with the volume. We cannot control the habits of the consumer. She is going to 
shop when it is most convenient to her, and so far it is going more and more to 
weekend shopping or to evening shopping. 

Mr. ALLMAND: Do you do anything to try to attract the shopper in the early 
part of the week? 

Mr. S. STEINBERG: Yes. We give 100 Pinky stamps away every Monday 
morning to get the business rolling. That is, 100 Pinky stamps with every $5 
purchase, over and above the stamps we give for the purchase itself. 

Senator THORVALDSON: I would like to ask, Mr. Chairman, if any of these 
questions are relevant to the issues before this committee. It seems to me— 

Co-Chairman Senator CROLL: Oh, yes, they are. 

Senator THORVALDSON: It seems to me that all of this information has been 
given in Mr. Steinberg’s brief. 

Co-Chairman Senator CROLL: No. Senator Thorvaldson. He is going to get 
to the point in a minute. Mr. Allmand is getting at the premiums and 
giveaways. 

Mr. ALLMAND: That is right. 

Mr. SmItTH: Mr. Chairman, I have a question relevant to the point, namely, 
does the uneven purchasing pattern, Mr. Steinberg, the fact that most people 
shop Friday or Saturday, does that materially increase your labour costs? 
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Mr. S. STEINBERG: No. You effect your lowest labour costs when you are 
busiest and you get the highest productivity from your people when you are 
busiest. 

Mr. ALLMAND: In your report somewhere it says that you have a lot of 
part-time help too. 

Mr. S. STEINBERG: Right. 

Mr. ALLMAND: You take them on for peak periods, do you? 

Mr. S. STEINBERG: For the weekends, yes. We get all the high school boys 
coming in after school. 

Mr. ALLMAND: You say in your brief, Mr. Steinberg, that you have 
producers and bakeries and distributors and buyers for you. I presume this is 
part of your same organization, these bakeries and so on, and I forget the names 
of all these various things. You have centralized meat plants and so on and so 
forth. Do you have your own wholesale agencies for all products? 

Mr. S. STEINBERG: You see, when you use the term “agency” I do not know 
what you mean. 

Mr. ALLMAND: Do you buy from wholesalers or does your company buy 
directly from the distributors or manufacturers? 

Mr. S. STEINBERG: Well, you see, you have got to have different categories. 
If you talk about produce, the most part of it is imported direct from the 
sources of supply. What we call fill-in then comes into play. If you endeavour to 
import 100 per cent of your needs and you import too much, you can sustain 
heavy losses. Therefore, what we do is buy up to perhaps 75 or 80 per cent of 
our requirements and then fill in from wholesaler suppliers and importers for 
the balance. In this way one does not get losses and spoilage by buying more 
than one can sell. 

Mr. ALLMAND: These markups that you have got in the tables at the back, 
where you have examples of retail price markups—some of these products are 
products that you make yourself, for example, you have Steinberg’s ketchup 
and other Steinberg’s products. 

Do you also have a markup from your distributing agency or your 
producing agency to your retail agency? These are two different things. 


Mr. S. STEINBERG: When we import it goes through our central warehouse. 
We have a produce warehouse, and you have heard me say that it is the latest 
and best and most efficient warehouse, and so forth. When merchandise comes 
into that warehouse we take the cost of the merchandise from the primary 
producer, let us say, and it is landed at our warehouse with the freight charges 
and what not, but we do not add anything more. In other words, we do not 
charge for warehousing in terms of our percentage markup. 

You see, the practice in chain stores such as ours is not always the same. 
some of them charge a warehousing charge for the handling at the warehouse 
level and thereby the markup that they would show you on a percentage gross 
margin would be lower than we might reflect as a result of that. 

Mr. ALLMAND: That is what I was trying to get at. So these markups you 
show here are the only markups that come to Steinberg’s. That is the whole 
process that it goes through? 

Mr. S. STEINBERG: Yes, that’s right. 

Mr. A. STEINBERG: Mr. Allmand, we have noted that if we added the 
warehousing and other costs on, it would add an additional 2.5 to 6.0 per cent. 
We have put a footnote on the relevant sheets. 

Mr. ALLMAND: Oh, yes, I saw that, but I was not sure of what it was. What 


percentage of non-groceries, such as toothpaste, do you presently sell in your 
stores? 
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Mr. A. STEINBERG: I have not got that information here. 

Mr. ALLMAND: The witnesses this morning told us that non-food items— 
non-grocery items—are becoming a greater and greater item in the bill going 
out of their food stores each week. 

Mr. S. STEINBERG: Let me put it this way, and I will make it brief, some 
years ago food stores started handling more and more non-foods such as articles 
that a woman would normally use in a kitchen. 

Mr. ALLMAND: You even sell records and books. 

Mr. S. STEINBERG: We sell anything we feel we can sell at a profit. Then 
from that we went to health and beauty aids; then the items that are normally 
bought in drug stores. From there we have gone into full fledged department 
stores. 

Mr. ALLMAND: You do not know what percentage of your business is in the 
non-foods? 

Mr. S. STEINBERG: I did not say we do not know. I said I have not that 
information available with me now. 

Mr. ALLMAND: I was wondering how your stores have felt the boycotting 
in the Montreal area. 

Mr. S. STEINBERG: I just told you what happened right here in Ottawa. They 
were a little bit slow in the earlier part of the week, but at the end of the week 
they could not cope with the volume. 

Mr. ALLMAND: These are your stores in Ottawa? 

Mr. S. STEINBERG: This is what E. Gagnier, our Ottawa zone manager, 
mentioned to me this morning. In so far as the Montreal stores are concerned, 
we did a little less than we anticipated this week-end, but then they opened the 
subway, Metro, and there were a million people there and it might have 
interfered with their shopping a little bit. 

Co-Chairman Senator CROLL: We will leave it for the moment. 

Mr. ALLMAND: Yes, that is all for the moment. 

M. LEBLANC (Laurier): Monsieur le président, 4 la premiére page de la 
présentation en francais, on dit: 

Son exploitation s’est centrée dans les provinces du Québec et de 
Ontario. 


Est-ce qu’on pourrait savoir le nombre de magasins qu’il y a dans le Québec et 
le nombre de magasins qu’il y a dans l]’Ontario, séparément des marchés 
d’alimentation et des magasins a rayons? 

M. S. STEINBERG: On a 107 magasins au Québec et 53 magasins en 
Ontario, et 12 magasins de rayon—9 dans Québec et 3 en Ontario, des magasins 
a rayons. 

M. LEBLANC ( ae ): Je vous remercie. 

Maintenant, vous avez 160 magasins d’alimentation en tout et 12 magasins a 
rayons. Quel serait votre classement parmi les magasins a chaine du Canada 
entier? 

M. S. STEINBERG: Je n’ai pas les ventes des autres. 

M. LEBLANC (Laurier): On a de vos compétiteurs qui sont venus dont un est 
cinquieme et l’autre est premier. 

Co-Chairman Senator CROLL: What was the question? 

Mr. S. STEINBERG: He wants to know how we compare in sales volume with 
reference to the other chains. 


Mr. A. STEINBERG: Not all the chains make their information on sales 
public. 


520 JOINT COMMITTEE 


Co-Chairman Senator CROLL: Oh yes they do. There has been a new day; 


they all make them public now. 
Mr. Leblanc, we will, of course, have that information as we gather it and 


go along, and we can get that, I think from D.BS: 
Mr. LeBLanc (Laurier): Does it mean you do not want me to ask it? 


Co-Chairman Senator CROLL: No, I want you to ask it. 

Can you get it? 

M. NatHan: On n’est pas certain si on est troisieme ou quatriéme. On n’a 
pas les chiffres d’un des cing. Du moment qu’on va les recevoir, on va vous les 
donner. 

M. James M. Dovte: II s’agit que chacun des exercices des compagnies se 
termine a différentes dates. Par exemple, nous terminons en fin juillet et 
quelques unes des autres compagnies ne terminent qu’en fin d’année. 

M. LEBLANC (Laurier): Il y en a qui terminent en mars et d’autres en 
décembre. Mais quelle que soit l’année fiscale que vous choississiez, VOUS avez 
quand méme une année de 12 mois pour vous baser. 

Co-Chairman Senator CroLL: Mr. Leblanc, what is your question? Let us 
get the question. 

M. Lesuanc (Laurier): Ma question, monsieur le président, est ceci: quel 
rang occupez-vous dans le domaine des magasins a chaine, comparé avec les 
autres magasins a chaine? 

Co-Chairman Senator CROLL: The interpreter says to me, “What is their 
rank as compared with other chain stores with respect to volume of sales?” Will 
you take a note and have an answer for us for the record? We will get the 
answer, Mr. Leblanc. Is that all right? 

Mr. LEBLANC (Laurier): Yes. 

Co-Chairman Senator CROLL: Go ahead, Mr. Leblanc. 

M. LEBLANC (Laurier): Nous avons eu des compétiteurs qui sont venus nous 
indiquer les différences entre le prix sur leur propre marchandise et les prix sur 
des marchandises provenant des entreprises nationales. 

Et j’ai remarqué, dans les chiffres qui ont été soumis, que lorsque nous avons 
la marque A et B ou méme C, que les chiffres des deux ou trois marques 
nationales—que le prix vendant de cet item-la comme le café, par exemple, est 
le méme prix. Est-ce que ceci voudrait impliquer que les entreprises nationales 
dans V’alimentation s’entendent pour fixer des prix de vente équivalents? 

Par exemple, le café torréfié, ce matin, les sauces a salade, les biscuits, les 
sachets de thé, le beurre d’arachide, sont des prix ou des marques nationales 
sont identiques et supérieures aux marques privées des témoins qui ont passé 
devant nous. 

Co-Chairman Senator CROLL: They asked a question and want an answer. 

M. S. STEINBERG: We cannot answer that. 

Co-Chairman Senator CrRoLL: Why can you not answer it? 

Mr. A. STEINBERG: Because he is referring to testimony that took place this 
morning. 

Co-Chairman Senator CROLL: He is asking you to compare it. 

Will you repeat your question, Mr. Leblanc? They don’t understand your 
question. 

M. LEBLANC (Laurier): Parmi les informations que j’ai eues pour les 
magasins d’alimentation, chaque magasin a fait une comparaison des marchandi- 
ses qu’il fait faire A son nom et qu’il met dans le magasin, a son nom personnel, 
comparé A une marchandise qui est une marchandise nationale. Or, nous avons 
remarqué, et spécialement dans les exhibits déposés ce matin, que les prix des 
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magasins a chaine, quand c’est sa propre marchandise sont, premierement, 
supérieurs; deuxiémement, nous avons remarqué que ces prix-la, quand ily a 
deux ou trois prix nationaux, comparés avec les prix du marché a chaine—son 
produit personnel—dque les autres prix sont absolument identiques, au point de 
vue prix de vente. C’est-a-dire le café torréfié, marque national A est 54c. et la 
marque nationale B se vend également 54c.—tandis que le café vendu par le 
magasin a chaine, a son nom personnel, est meilleur marché. 

Alors, la question est ceci: est-ce qu’il y aurait entente entre les entreprises 
qui vendent des produits d’alimentation sur une base nationale, et par consé- 
quent, qui n’ont pas de magasins a chaine et font vendre tous leurs produits par 
des magasins 4 chaine—est-ce que ces compagnies font une entente pour que le 
prix de vente soit identique? 


Senator THORVALDSON: Mr. Chairman, on a point of order, the honourable 
gentleman has made a statement which I do not think is factual in regard to the 
evidence of these people who were here this morning and yesterday. I do not 
recall anything in their briefs to indicate the prices of these commodities, these 
standard brand commodities were identical in their stores. I think the informa- 
tion they gave us was on a percentage basis and not on a unit basis. 
Consequently, I do not think it is fair to ask these people a question based on 
information which is not factual. 


Co-Chairman Senator CROLL: Just a minute. Mr. Leblanc understood they 
did. See if it makes sense to them. 


Mr. A. STEINBERG: To answer your question specifically, Mr. Leblanc, the 
prices of nationally branded goods in the national chain stores vary greatly. 
They vary from store to store, and they vary from week to week, and from 
month to month. As far as the prices you referred to earlier in your question, 
the private label prices, are concerned, we have detailed the private label prices 
in our stores—a selected group—and compared them with the national brands. 
This is shown in one of the tables we have here, and to which you can refer. It 
is Table 10. | 


Co-Chairman Senator CROLL: Mr. Leblanc, are you finished? 
Mr. LEBLANC (Laurier): No, Iam not. 
Mr. S. STEINBERG: We will try to satisfy you. 


Mr. LEBLANC (Laurier):This morning we had a witness who tabled some 
exhibits. In his exhibit K, in respect of roasted coffee we see that National Brand 
A, 8 ounces, is selling for 54 cents, and National Brand B, 8 ounces, is. selling 
for 54 cents. We see that also in the 16-ounce size; it is the same price, 99 cents. 
His own brand was less expensive. We see the same thing in regard to biscuits, 
tea and peanut butter—well, that is my point. 

Co-Chairman Senator CROLL: The point is that in that table of comparative 
retail prices is shown the difference in price between the national brands and 
the private labels. I have looked over it, and in each case they indicate that the 
private label is cheaper than the national brand. 


Mr. LEBLANC (Laurier): I am saying that too, Mr. Chairman. My question 
is: How can the nationally advertised brands be of exactly the same spenige price, 
as is shown on the exhibit I have here? 


Mr. LEVINE: In respect of coffee, we picked only one brand, namely, 
Maxwell House. We sell several other brands of coffee, such as Red Rose, and so 
on. We have several brands on the shelves, but they are not at the same price. 
We may have picked the same item in respect to biscuits as the company this 
- morning did, but the prices on the shelves are not identical; they are not the 
same. Maxwell House coffee may be cheaper than another brand of coffee. Red 
Rose coffee may be more expensive than another brand. They are not all the 
same price on the shelves. They are different. 
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Senator O’LEARY: May I ask a supplementary question, Mr. Chairman? Do 
you know if any of your suppliers of Steinberg labelled products also produce 
for your competitors under their label? 

Mr. LEVINE: That could be, but we do not know. We only know what we do. 

M. LEBLANC (Laurier): Nous avons votre profit de 1.9 pour 100 par dollar 
de vente. Est-ce que vous pourriez nous donner séparément le profit sous le 
magasin d’alimentation et leur profit sous les magasins a rayons, afin de nous 
guider pour savoir lequel rapporte le plus, soit le magasin a rayons ou le 
magasin d’alimentation? 

Mr. A. STEINBERG: Our department stores and our supermakets are within 
the same company. We do not have a separate company for supermarkets and a 
separate company for the department stores. There is a great deal of central 
organization such as financing and accounting, and things of this nature, which 
are done for both areas. Much of our buying, for example, where it is efficient, 
is done for both stores. For example, health and beauty supplies are sold in the 
supermarkets and also in the department stores. We have a maintenance 
organization which services our food stores and our department stores. Our 
design department, our architectural department and the supervision of con- 
struction is common to both the department and the food stores. So, we have a 
corporate group for purposes of efficiency which serves both areas. We do not 
have the net profit for both areas separately because of our accounting methods. 

Mr. WHELAN: Mr. Chairman, I should like to ask one question. I do not 
know whether this is a repetition of the one that was asked, but can you tell us 
in what department you make the most money? 

Mr. LEVINE: We make the most money in our grocery department. 

Mr. WHELAN: In the food store where you handle produce of all kinds, and 
canned goods— 

Mr. S. STEINBERG: The biggest money maker is the groceries because that is 
where we get the greater volume. There is a difference in the margins. You get 
a higher margin on perishable goods, but you do not earn the dollars. You make 
your money on the groceries, because this commands the biggest share of the 
volume. 

Mr. WHELAN: What is the volume? 

Mr. S. STEINBERG: Sixty per cent of our volume is in groceries. 

Mr. WHELAN: But you do not make that on mere produce? 

Mr. S. STEINBERG: No, because of the spoilage and handling costs. 

Mr. WHELAN: What percentage of spoilage would you have? 

Mr. S. STEINBERG: Two per cent or 3 per cent. In truck gardening produce it 
can run to 10 per cent or 15 per cent. It depends on the commodity and the time 
of the year. 

Mr. WHELAN: From where do you get the bulk of your product? Do you 
buy it locally in season? 

Mr. S. STEINBERG: Yes, we buy it as close to home as we can, when the 
produce is in season. 


Mr. WHELAN: Do you buy any fresh produce, or other produce, from any 
country other than the United States when you are importing? 

Mr. S. STEINBERG: Sure. 

Mr. WHELAN: From what countries? 


Mr. LEVINE: We import from Belgium, Israel, South Africa—any country 
that has the quality of goods that the population of Montreal, and our 
customers, wants. 
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Mr. WHELAN: Do you buy peanuts from any country in Africa? 

Mr. LEVINE: No, we are buying our peanuts from Hong Kong. 

Mr. WHELAN: What mark-up do you have on this produce that you bring in 
from these countries which have cheaper labour costs—the developing coun- 
tries, we will call them? 

Mr. LEvINE: It varies on the crop and the market conditions. There is no 
fixed mark-up. 

Mr. WHELAN: Is it better than the mark-up on the produce you buy from 
the United States? 

Mr. S. STEINBERG: When you buy from other than the United States it is 
because of the question of supplies being available. When you go further afield 
it is because of the fact that nearer to home you cannot get the merchandise. 
They have not got it. It is out of season. It all has to do with seasons when you 
are buying fruits and vegetables. 

Mr. WHELAN: The reason I am following this line of questioning is that a 
short time ago we had the Commonwealth Parliamentary Association meeting 
here, and many people from Commonwealth countries in Africa and Asia were 
quite surprised at the prices we were paying. It seemed to them, from the prices 
that were being charged here, that they were practically giving away the 
produce. 

Mr. S STEINBERG: Well, transportation is a problem, and many of these 
countries have not adequate refrigeration facilities. By the time the produce 
gets here it is practically all wasted. 

Mr. WHELAN: On Table 9 you compare Quaker Oats with prepared oats. 
What is the difference between— 

Co-Chairman Senator CROLL: Is this the first item where it is indicated that 
Quaker Ready to Serve Oatmeal, 10 ounces, 37 cents, and Quaker Quick Oats, 10 
ounces, 15 cents? 

Mr. LEvInE: One is instant, and the other you have to cook. In other words, 
we were asked to give some examples of the retail cost of some raw or 
semi-processed items of food compared to processed foods—for example, 
squeezed orange juice versus frozen orange juice, coffee in the bean versus 
instant coffee, pasta dishes with all ingredients combined compared to the 
ingredients bought separately, and so forth. We tried to show some of these 
differences. In other words, we were asked that question, and we put this in. 

Mr. WHELAN: Can you tell me what the difference in cooking is? 

Mr. LEVINE: Yes, one takes half an hour, and one takes three minutes. 

Co-Chairman Senator CROLL: Which tastes better? 

Mr. LEVINE: I do not know. I do not eat oats. 


Mr. WHELAN: I am only making a comparison on this, Mr. Chairman, on 
account of the fact that one bushel of oats, weighing 34 pounds, costs 60 cents. I 
am just making this comparison because I know how they operate in Quaker 
Oats, and I cannot see the difference, and I do not see why this type of thing 
should be on the market just to entice the consumer to buy it. There is hardly 
any processing involved here. It needs just hot water and a stove. 

Mr. S. STEINBERG: But there is the time element in cooking. It used to be 
three minute oats, and now you have instant oats. 

Mr. WHELAN: It says 20 minutes for cooking. I have never cooked it that 
long in my life. Teanes 

Mr. S. STEINBERG: I happen to eat oatmeal 365 days in the year, and I like it 
cooked for a good half hour, even for an hour. 
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Mr. WHELAN: I have another question. Getting back to canned produce, 
when you buy a large volume of canned produce from different processors or 
different manufacturers, do you bargain with them and tell them how much ou 
are going to pay for the particular produce? 

Mr. LEVINE: Sure we bargain with them and we try to buy as cheap and as 
reasonably as we can, because it is only in that way that we can give the 
consumer the best price. Of course, it depends on the quantity, but we try to 
buy and bargain the best we can. 

Mr. WHELAN: Many suppliers in the past, as I understand, put the produce 
on the shelves, and the stores charge it as part of the advertising in the big ads 
in the paper. Do you follow that practice? 

Mr. LEVINE: No, we don’t. We don’t allow any supplier to pack our stores 
by any policy of the company, other than some dairy products. They cannot 
touch our shelves, and we do not charge companies for any shelf space or 
facings in our stores. 

Mr. WHELAN: Is your produce sold over the counter to the customer before 
the processor and manufacturer have been paid for it? 

Mr. LEVINE: Would you repeat that? 

Mr. WHELAN: Is the produce you sell to the consuming public bought by the 
consuming public most of the time before the processor is paid for it? 

Mr. LEVINE: I don’t think so, because we take all our terms ten days at two 
per cent; so if it is on a term basis this is how we pay. 

Mr. WHELAN: So you would have no cost in that way because you would 
have your money on hand before paying the producer at all? 

Mr. LEVINE: I don’t Know; that could be. But I say that we buy on the best 
terms we can and pay the terms they want and take our discount wherever 
possible. 

Mr. WHELAN: Are there no instances at all where you would pay the 
processor say six. weeks before you sell your produce? 

Mr. LEVINE: Never. 

Mr. S. STEINBERG: You are not talking about preserves? 

Mr. WHELAN: All canned goods. 

_ Mr. S. STEINBERG: Usually canned goods are bought in season after canning 
from whoever the processor is, and because of the climatic conditions you 
usually buy on their terms. If you get two per cent, ten days, you are paying 
him long before you begin to use that quantity of merchandise. 

Mr. WHELAN: Regarding fish products, what is your mark-up on frozen 
fish? Is it a good or bad commodity to handle? 

Mr. LEVINE: I haven’t got the figures here, but would guess it to be about 25 
per cent for frozen fish. It is a good product to handle, and we have no waste. 

Mr. WHELAN: That is all. 


Senator McDona.p: I have one supplementary question referring to the 
terms of 2 per cent, 10 days. For instance, if you paid for your canned peaches 
at the end of the canning season for the year and made arrangements for “x” 
cases to be delivered a month, you would have 12 payments to make rather 
than paying for them all in one period, and would get your two per cent every 
month, is that right? 


Mr. S. STEINBERG: Only what we receive, and that is it; but I don’t know if 
canners of peaches allow you 2 per cent. Do you know off hand? 


Mr. Levine: No. In canned goods, fruits and vegetables, there is no 
discount, so there is no cash discount in canned goods. 
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Senator CARTER: Mr. Chairman, Mr. Steinberg told us in his brief that they 
manufacture quite a range of products but these are mostly foods. Do you make 
any soap products, detergents, liquid soaps? 


Mr. S. STEINBERG: We do not manufacture ourselves. We do a lot of contract 
buying for our private label. 


Senator CARTER: You have an item listed of Vel Liquid Detergent, $1.09, 
and Steinberg at 59 cents, a saving of 50 per cent—almost half price. Who 
manufactures that product for you? 


Mr. LEVINE: The Witco Chemical Company. 
Senator CARTER: Do they have a national brand? 


Mr. LEVINE: No, they do not. They are a prime producer of products that 
sell to all the soap people and they produce private labels; they don’t have a 
national label. 


Senator CARTER: Do you stipulate any tests for the product? 


Mr. LEVINE: We have a quality control lab that first tests out the product 
they present to us, and then we give them back the recipe or formula we want 
them to manufacture to, and our quality control lab checks every car load or 
truck load that comes into our plant and makes sure that the company lives up 
to that standard. 


Senator CARTER: You have your own lab? 
Mr. LEVINE: We have our own technicians. 


Senator CaRTER: Do you compare the private product with the standard 
brand product? 


Mr. LEVINE: Yes. 

Senator CARTER: And analyze both products? 

Mr. LEVINE: Continually. 

Mr. S. STEINBERG: If that manufacturer happens to have a brand. 
Senator CARTER: Do you analyze other standard brands? 


Mr. S. STEINBERG: Definitely, even when passed under Government stand- 
ards we check them just the same and if the same batch does not come up to 
our standard we return it. 


Mr. LEVINE: We do national brand checking as well as private label. 
Senator CARTER: Of all? 


Mr. LEVINE: Everything we sell in our store goes through our lab at least 
three times a year for national brands. Everything in private label goes through 
our lab every time a car load or shipment comes in. 


Mr. S. STEINBERG: We have two separate labs, one for private label and one 
for national brands. 


Senator CARTER: Would any of your chemical analyses justify the 50 per 
cent difference between the Steinberg and the Vel Liquid Detergent? 


Mr. LEVINE: We don’t state the price we pay to national products. 

Senator CARTER: I am talking of quality. 

Mr. LEVINE: Quality, no. Equal, yes, equal to the best, and we sell for less. 

Senator CARTER: Now, am I correct in my interpretation that this brand you 
sell for 59 cents is in all respects, as far as quality is concerned, up to the same 
standard as the Vel Liquid Detergent which is sold for $1.09? 

Mr. LEVINE: Yes. 


Senator CARTER: I come now to another item. You have said that you have 
your own bakery now. For October 1966 you gave your margin of mark-up as 
10.25 per cent, whereas earlier it was 23 per cent? 
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- Mr. LEVINE: Yes. 

~Senator CARTER: What was the selling price per loaf? 

Mr. S. STEINBERG: Before you go on, we sold the bread at 23 per cent. I 
pointed out that we picked that bread up at the bakery, provided our own 
racks, distributors, assemblers, and everything of our own, and then when we 
deliver from the bakery to the store we have the deliveries and stales, and that 
brought the margin down very substantially and that is why from our own 
bakery we had it at a lower mark-up. 

Senator CARTER: At how much per loaf? 

Mr. S. STEINBERG: Twenty three cents. 

Senator CARTER: What are you selling it for now? 

Mr. S. STEINBERG: Two for 39 cents, and some mark-ups, depending on 
competitive conditions, are lower. 

Senator CARTER: Who is your main competitor in Ottawa? 

Mr. S. STEINBERG: IGA. 

Senator CARTER: And you are still making a profit on two for 39? 

Mr. S. STEINBERG: Well, I am not so sure that we are making a profit at two 
for 39, but we have got to be competitive and that is what counts most. 

Senator CARTER: Do you have a policy of using loss leaders? 

Mr. S. STEINBERG: It all depends on the term. If you mean selling below 
cost, we are against selling below cost. 

Senator CARTER: Selling at two for 31 is not a loss leader? 

Mr. S. STEINBERG: Since we manufacture our own bread, we can always 
justify two for 31 but it would not give us any margin. 

Senator CARTER: You stated your competitor in Ottawa is IGA. Does he 
make his own bread? . 

Mr. S. STEINBERG: No. 

Senator CARTER: What is his price? Is he selling at two for 31? 

Mr. S. STEINBERG: Yes, that is why we are down to two for 31. 

Senator CARTER: On his costs, is he able to do that? 

Mr. S. STEINBERG: He may have a deal with a man who would give him a 
special once every three or four months and he would probably pay the regular 
price for the rest of the season. I do not know his arrangements. 

Senator CARTER: But he does not have the advantage of manufacturing the 
product? 

Mr. S. STEINBERG: If he is not manufacturing—I do not know. 

Senator CARTER: He does not make his bread like you do? 

Mr. S. STEINBERG: I do not know for sure, but I doubt it very much. I am 
satisfied he could not afford to sell it at the same price we do. 

Senator CARTER: Would you say it is a price ee 

Mr. S. STEINBERG: It might be. 

Mr. OLson: I invite some explanation, if you can help us with this matter of 
the variation in the percentage of mark-up. On your exhibit marked “Retail 
Price Mark-Up, Selected High Turnover Items”, there is one matter I wish to 
refer to. I would like to see if we can get some explanation why it is your 
percentage of margin on butter, for example, is 4.2 per cent. We notice that 
A & P stores is 4.1 per cent. We do not have this figure for Dominion Stores. 
Then we turn to sugar and we find that the mark-up is 15 per cent. 

Co-Chairman Senator CROLL: Where are you reading from? I cannot find 
it? 
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. Mr. Ouson: It is the table marked “Gross Margin Variations Between 
Commodity Groups—4.5 per cent Mark-Up on Butter—and on the table just 
before that is where sugar is—sugar is not listed in this. Anyway, Dominion 
Stores have shown us 14.5 per cent; A & P shows 15 per cent, which is fairly 
close; and it would appear that you are marketing butter at somewhere 
between 4 and 4 1/2 per cent. Butter is an item that requires refrigeration and 
presumably would be a higher cost of handling this item than sugar which is 
dry and requires no refrigeration. Why the tremendous difference between 
these two items that I presume you sell a large quantity of each? 

Mr. S. STEINBERG: Traditionally I suppose butter was always used in the 
chain store business as an item on which they took a very small margin. 

Mr. Ouson: And this has been consistent for a number of years, you have 
taken a small margin on butter? 

Mr. S. STEINBERG: As far as I can remember. | 

Mr. Ouson: Can you explain to me why on Prem luncheon meat, for 
example, you require 30.9 per cent mark-up? There is no loss in this product, is 
there? 

Mr. S. STEINBERG: No. No. But why do we require it? 

Mr. OLson: Why do you take 30 per cent on that item? 

Mr. S. STEINBERG: You have just partly answered it, when you say, why do 
we take 4 per cent on butter. If we have an operating cost that we will say 
averages something around 20 per cent—I am using that round figure—and if 
we get 4 per cent on one item, we have to compensate on some other item. 

Mr. Otson: And Prem is one that you have decided on? 

Mr. S. STEINBERG: The point is that it also has something to do with volume. 
Prem may not be a very high volume commodity, while butter is a very high 
volume commodity, tremendously high, so we may earn more dollars on butter 
at 4 per cent than we can earn dollars on Prem at 30 per cent. 

Mr. OLson: You would not expect to earn as much dollars on one ton of one 
product as you would on 100 tons of another product? 

Mr. S. STEINBERG: Yes, that is why we have this variation. We have to have 
a price mix, based on sales, that will enable us to end up with a profit. 
| Mr. OLson: Can you give an explanation why there is a 17.8 per cent 
mark-up in 1964-65, and then it is raised to 30 per cent in 1965-66? 

Mr. S. STEINBERG: Yes, I can ask Mr. Levine to answer that. 

Mr. LEVINE: The year that we had a low market, the Government had so 
much pork they did not know what to do with it and they asked us to try to 
move pork for them. If we did not, they would have to dump it. The change 
helped them and eased the market. We tried to move the pork, in order to help 
the Government out. 

Mr. OLson: Would you like to give an explanation as to why you charge 29 
per cent on bananas? 

An Hon. MeMBER: To help the government. 

Mr. Levine: Again, as you go down each item has a different mark-up and 
in order to take each of the 6,000 or 8,000 that you sell, to define each item, it 
would be a marketing lesson which would be very difficult for us to give at this 
point of time. Each item has its own history, each item has its own demand 
curve, each item has its own waste factor. 

Mr. Ouson: Let us take very recent history. You have 20.6 per cent in 1965, 
you have 29 per cent in 1966. Is there any reason for that? 


Mr. LEVINE: Yes. We sell bananas sometimes at cost, sometimes at 5 per 
cent above cost and sometimes at 10 per cent above cost. It depends on the 
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supply of the item and the time of the year. Marketwise, we could have taken 
the item at the lowest price of any particular week and we could have taken 
them out and given that to you. We thought it more honourable to give you a 
typical week and that is what we did. 


Mr. S. STEINBERG: We are at present selling bananas in Montreal at eight 
cents a pound and I am satisfied there is practically no margin. It depends on 
the quantity of supply available and the quantity available at a popular time. 
When you can feature it, there is no margin. At other times it is not nearly so 
bright and you get a better margin. 


Mr. OLSON: The actual cost of merchandise on each new item really does 
not have much to do with how much you mark it up? 


Mr. S. STEINBERG: It has to do with it in this sense. When you take the 
aggregate, you have to work it out, so that the average or mark-up will be 
somewhat higher than what it costs you to operate the business. 


Mr. OLson: I see, but Iam puzzled about this. Why do you take only 15 per 
cent on grapes, which I presume are equal or perhaps even more perishable 
than bananas? You take 30 per cent, or almost twice as much, on bananas. 

Mr. S. STEINBERG: The handling of bananas is entirely different from that of 
grapes. You get carloads and carloads of grapes but in the case of bananas some 
come in green, you need a banana room and facilities to handle bananas. There 
are a hundred and one things to do with the handling of bananas. Somtimes it 
lends itself to profit and sometimes it does not. 

Mr. Ouson: Take another one and look at oranges. There you take 25.6 per 
cent and you take only 15 per cent on grapes. Is there some substantial 
difference? 

Mr. S. STEINBERG: There most certainly is. When you operate a store—we 
will deal with the fruit department of the store. You employ quite a number of 
people, you allow a certain area of the store for the produce department, and 
that produce department must earn its ratio of its income to the total store. 
When commodities are in short supply, say oranges are really out of season, you 
can get a better margin to compensate for your operating costs. 

Mr. OLson: These mark-ups that you show at these tables, I think you just 
told me a few minutes ago, that they are averages that you have produced for 
this year. 

Mr. S. STEINBERG: How do you mean? Grapes are not always sold at the 
same margin; oranges are not always sold at the same margin; bananas are not 
always sold at the same margin. 

Mr. OLSON: That is not my point. Mr. Chairman. Mr. Steinberg, how is it 
that these tables that you gave show the average mark-up of 1964-65. 


Several PEOPLE: No, no. 

Mr. S. STEINBERG: We did not say that. 

Co-Chairman Senator CROLL: One man asks the questions and one man 
answers, not three. 

Mr. S. STEINBERG: We have here a selected group of items, retail price, in 
one particular week, and we use the same week in the three years shown. These 
are not in any way average. We have not shown the entire range we market. 
We have not shown all the goods featured here, we have shown selected items 


and the regular mark-up in the week we chose, the first week in January, for 
the three years in question. 


Mr. OLSON: Taking in all these variables you mention, seasons and losses, 
can we get any rhyme or reason for the basis that you use for marking up, or is 
there any consistent basis for the marking up? 


Tt 
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Mr. LEvINE: As to the consistency that you are talking about, we have a 
consistency. The president of our company sets the return on investment, at the 
beginning of each year, keeping in mind all the conditions. This is interpreted in 
sales and profit, and in all the 38 years he never yet has set it at the two per 
cent, it is always under that. Then we make a mark-up based on the ability to 
meet that profit projection and sales projection which the president has set. 

Based on that, the marketing that one gets from grapes, when grapes are in 
season, to move the abundance of grapes, or when banana boats are coming in 
to New York or to Montreal and have to be moved, we use that. As for apples, 
MacIntosh apples in Quebec are high, and yet when you go to January or to 
February apples will not be 15 per cent, they may be 25 or 26 per cent. 

January is the best month for oranges which come on to the market, for 
you then go down on your market price because you are getting volume and 
dollars, but when you cannot get volume or dollars you make 25 or 26 per cent, 
so you merchandize your store to the best ability that you have to give your 
customer the best values you can according to the season, so you come out right. 

Mr. ALLMAND: Gentlemen, may I ask a supplementary question. 

Co-Chairman Senator CROLL: Yes. 

Mr. ALLMAND: Do you mean that when a certain product is in short supply 
that you take advantage of that? 

Mr. LEVINE: No, we don’t take advantage of it. What good would it be for 
you to have apples at a low price when there are no apples and have oranges at 
a low price when there are lots of apples? Your wife would like to buy the 
thing at the height of the season in order to get the best value. So when apples 
are coming off the tree we reduce the market to get the dollars, and when the 
product is not available you have nothing to sell. You want to help people avail 
themselves of the commodities. 

Mr. ALLMAND: It is always in relation to the projection that you are 
making at the beginning of the year. 


Mr. LEvINE: That is right, the total aggregate. 


Mr. OLSON: In single items, the cost really is not the major factor in 
determining what your mark up is going to be, and it is not consistant, is it 
really, with all these other variables? They become equally important as the 
cost in the product varies to you. 


Mr. LEVINE: Cost is always a main factor. In other words, if I bought 
something for 10¢ or 20¢, there is certainly a factor between one and the other. 
The basis of the goods is the factor of the price you pay. 

Mr. OLson: I will leave that for the moment, Mr. Chairman. I have one 
other area I would like to discuss for the moment if I may. Do you have with 
you prices that you paid for beef or pork at any given time in 1966, particularly 
during July and August? 

Mr. LEVINE: No, we did not bring those figures with us because they were 
not on the questionnaire. We could supply this Committee with them if you so 
desire. We have them back at the office. 

Co-Chairman Senator CROLL: That is not quite fair. What was sent to you 
was a guide for purposes of giving you some indication as to what we would 
talk about. But everyone else who was here before you brought those figures 
with them because they knew they would be discussed. 

Mr. ‘LEVINE: Then I apologize to you, Mr. Chairman. I have not got them, 
but I will furnish you with them. 

Co-Chairman Senator CROLL: That will be satisfactory for the present. 
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Senator THORVALDSON: There were others who did not have certain figures 
but who agreed to send them along and the same thing should be done here. If 
they say they will send them, surely that should be sufficient. 

Mr. Otson: I am not demanding an answer now, Mr. Chairman, but I 
would like to know, so that we can make some comparisons. As you suggested, 
we might take the case history of a hog or a beef from the time it is sold in the 
public auction marts or livestock yards until it gets to the consumer. 

I wonder if it would be possible for Mr. Steinberg to supply us with what 
he paid for pork loins and hinds of beef and sides of beef for July and August 
of 1966. I presume this information is readily available, as we already have this 
information from at least one or two of the other chain stores. We would like to 
compare this information with the others’ for comparison purposes as to what 
happened in the last stock market and what you were required to pay for those 
items, so that we can then refer to D.B.S to see what you sold them for. 

Mr. LEVINE: You want July ‘66 and August ‘66. 

Mr. OLson: Right. 

Mr. LEVINE: We would be glad to do that. You want pork loins and sides of 


Mr. Ouson: Hinds and sides of beef. 

Mr. LEVINE: All right. 

Mr. SmitH (Simcoe): Each of the witnesses we have had before us, Mr. 
Steinberg, has pointed out the economy of private brands, and there has been 
some indication from some of the other companies, I think, that they use a 
smaller mark up when pricing private brands than they do when pricing 
nationally advertized brands in the same size and category. Is that true of the 
practice of your company? 

Mr. LEvINE: No, we try to get the same mark up. 

Mr. SmitH (Simcoe): You try to use the same percentage increase for each 
classification? 

Mr. LEVINE: Whenever we can, yes. 

Mr. SmitH (Simcoe): Whenever you can? 

Mr. LEVINE: Yes. 

Mr. SmitH (Simcoe): This is Mr. Saltsman’s question, really, but he 
disappeared for a minute: there are two figures here in your retail price of 
grade A large eggs in January 1966. It was 37 at Loblaw’s. This morning 
Dominion Stores showed the wholesale price for the same month in 1966 as 573. 
Is your figure based on purchasing only in the Montreal market perhaps? 

Mr. LEVINE: Yes, this is the Quebec market of Grade A large eggs, yes. 

Mr. SmitH (Simcoe): So that would account for that. I have just one other 
question on the next point. Advertising sales promotion expenses. I think you 
have made this clear, but there has been a misunderstanding with some of the 
other witnesses on this point. Advertising sales promotion revenue—does that 
means rebates and credits in cash from national advertisers towards your ads? 

Mr. S. STEINBERG: I did not get that. 

Mr. SMITH (Simcoe): I am sorry. On your advertising sales promotion 
figures there is an item “advertising sales promotion revenue.” Does that 
include rebates and payments towards your advertising by national advertisers 
and promotion people. 

Mr. S. STEINBERG: Towards the promotion and advertising, but not rebates. 
Perhaps you did not pose the question correctly. Anything the advertising man 
gives us in volume allowance comes off the net invoice. That is where you get 
margin net invoice. I think I took great care explaining that the margin is 
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without any add-ons, but when the advertiser spends money with us for 
promotional activity that is where that comes in. 


Mr. SMITH (Simcoe): I should not have used the word rebate. 


Mr. S. STEINBERG: Right. That is revenue for promotional advertising 
activities. 


Mr. SMITH (Simcoe): Thank you. 


Mr. McCutTcHEON: On Table No. 2 we started in to discuss a few minutes 
earlier the salaries and wages and store fringe benefits, etc. That is a very 
illuminating table. I wonder if it is a fair assumption, from just looking at it, 
that the increased cost of your operation has really just kept pace with our 
growth? In other words, I know you would not want to leave a wrong 
impression that your store salaries had gone up 167 and fringe benefits had gone 
up 155. Really, the net increase is far from that figure, is it not, due to the fact 
that you have gone from 132 to 157? 


Mr. A. STEINBERG: The reason, Mr. McCutcheon, for putting the table in this 
form was so that you could use the same base year for purposes of sales and 
then the cost would be related to that. Our sales have gone up 40 per cent from 
a base of 100 to 140, an average of 6.7 per cent. This was an average increase on 
an annual basis. Using the same base 1961 as 100 our store salaries have gone 
up 67 per cent to 167. 

They have gone up for two reasons. The fact that we have opened up new 
stores and the fact that we are paying higher wages for the same number of 
hours in 1965-66 as we did compared to 1960-61. So that it is a combination of 
the two things. Our store sales have gone up because we have opened up new 
stores and because many of the stores in which we operate are doing higher 
sales. 


Mr. McCurTcHEon: Yes. In other words, what you are saying is that salaries 
and wages are not necessarily the principal causes of increased costs. 

Mr. A. STEINBERG: They are important factors in our costs. You can see that 
there has been a substantial increase in this area. 


Co-Chairman Senator CROLL: Occupancy is not doing too badly either at 
160. 

Mr. A. STEINBERG: This shows an increase, but it is not an absolute term. 

Senator CARTER: May I ask a supplementary? In 1960-61 your total sales 
were 253 million as against 400 million in ‘65-66, which is roughly an increase 
of 60 per cent, and that compares pretty much with your increase in wages. It is 
practically in line, is it not, with your expansion of sales. 

Mr. A. STEINBERG: Just for purposes of clarification, senator, the first table 
is for the entire corporation. It includes all of our operations. Table 2 is for the 
supermarket operations only. In order to see the comparison of the sales 
increase for the supermarket in the 6 years shown you have to stay on Table 2 
and you will see that it has gone from an annual increase of 6.7 and that salaries 
have gone from 100 to 167 for an average annual increase of 11.2 per cent. 

Senator McDONALD: I have one supplementary question. Is it not true to 
say that on the average your sales have increased by 6.7 per cent for the year, 
and to get that increase in sales your salaries and wages have increased not 6.7 
but 11.2 for the year 1965-66. 

Mr. LEVINE: Exactly. Correct. 

Mr. McCutcHEon: I know this has probably been asked before when I was 
not here, but I was interested in the type of advertising where you have a giant 
size package of detergent with 25 cents marked off. Do you subscribe to this 
type of advertising? Let us have your comment on it, please. 
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Mr. LEvINE: No, we do not. We try to persuade the suppliers not to use this 
“10 cents off” because it confuses our consumer and she does not fully 
understand what she is paying for the product. It is very difficult for us to 
understand sometimes the “10 cents off” in the store, but this is a method of 
promotion some suppliers use and when they put it on the market we buy it 
and take off the amount and sell it to the consumer, but we do not subscribe to 
rl 

Mr. S. STEINBERG: This creates a lot of confusion because when we buy a 
product with a “10 cents off” label, when we price it on the shelf we put the 
price we are going to sell it at, and the customer comes to us and thinks she is 
entitled to another 10 cents off. 

Mr. McCutcHEon: Is this thing legit? 

Mr. S. STEINBERG: A retailer does not control or direct the policies of a 
manufacturer. If a manufacturer feels that by some promotional approach, say, 
by putting “10 cents off” on a label, that will pinpoint it to the customer and as 
a result of that he might enlarge his sales or his volume, anything we might say 
would be very unimportant to him. His main concern is to get volume on the 
product. If he thinks putting “10 cents off” or “25 cents off” on the label is 
helping him, he is going to do it as long as he thinks it is going to help him 
get more business. If all the chains got together and said, “We will not handle it 
if you do it that way,” it would be a different matter, but we do not get together. 

Mr. CHOQUETTE: I am very pleased you are answering the same question 
twice to the previous witness; it shows you understand French. I want to 
know, if you are against that, what are you specifically doing to fight such an 
attitude from the producer? Are you doing anything special, or do you just 
tolerate the fact 

Mr. LEVINE: Every year we put out a little brochure, many of them to our 
suppliers, asking them to do certain merchandising aspects we know the 
consumer likes. Every year we put out a little brochure asking them not to use 
“10 cents off” or “25 cents off”. One major company has already given up the 
use of “10 cents off’? for six months, and we are hoping that because of their 
leadership other companies will follow in their footsteps. 

Mr. CHOQUETTE: Have you only made a verbal complaint or have you ever 
made a written complaint? 


Mr. LEVINE: A written complaint and a nice brochure. 

Mr. CHOQUETTE: What kind of answer did they give you? 

Mr. LEVINE: That they will look into it and do their merchandising. 
Mr. CHOQUETTE: They will take it under active consideration? 

Mr. LEVINE: Yes, that is right. 

Co-Chairman Senator CROLL: Mr. Saltsman, is this supplementary? 


Mr. SALTSMAN: A supplementary question, Mr. Chairman. In view of the 
fact you have given some thought to this problem on behalf of the consumer, 
could you make this booklet available to this committee, to act as a guide for 
this committee to examine? Could we see this booklet? 


Mr. LEVINE: If I have a copy, I will; and we have four, five or six talks 
speaking to groups. We have spoken against “cents off’, and we could send you 
that too. 


Mr. A. STEINBERG: We will send all the material we have. 


Co-Chairman Senator CROLL: I think Mr. Saltsman wants not just material 
on the subject, but what you said. 


Mr. S. STEINBERG: This is what we have in mind. 
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Mr. McCutTcHeEon: I gathered this morning through the witnesses we had, 
that in the case of meat, and particularly beef and bacon, the processors or 
packers had set a price on a “‘take-it-or-leave-it” basis, and the price currently 
is much higher than it had been earlier in the year, even when the producer 
prices were down. Therefore, my assumption was we had to look further than 
the supermarket operators. The inference to me is strong that in these instances 
the packers are to blame. 

I am going back to what we were told at a previous meeting, and I am 
going to refer to tobacco, if I might. This is under, “Gross margin variations 
between commodity groups.” You show 8.25 per cent margin of profit on 
tobacco. We have been told that a pound of flue cured tobacco costing the 
factory 70 cents—I think these figures are right, if I can remember them 
correctly—manufactures 310 cigarettes at a cost of $6.26, less $2.06, I believe 
it was, on federal and provincial taxes. In other words, boiling it all down, 70 
cents-worth of product became $4.20, or a multiplication of six times. If you 
are only making 8.25 per cent on this tobacco, should I take the inference from 
this—having regard to what we heard this morning and this other information 
—that probably we should be looking to the tobacco factories and getting them 
in here pretty quick? 

Mr. S. STEINBERG: Is that a question? 

Co-Chairman Senator CROLL: Yes. 


Mr. S. STEINBERG: As retailers, we do not know too much about the 
cigarette and tobacco manufacturing process. 

Mr. McCuTcHEon: This is a pretty small margin you have here. 

Mr. S. STEINBERG: You mean, in so far as we are concerned retailing? 

Mr. McCuTCHEON: Yes. 

Mr. S. STEINBERG: Traditionally, if we can earn 8 per cent on cigarettes or 
tobacco product we are very happy, and there is a tremendous volume on that. 
But what the manufacturer or processor of tobacco products makes, we have no 
idea at all. It is a very profitable item in so far as the retailer is concerned. 

Mr. McCutcHEon: How often does your association, if there is one, of 
supermarket operators get together and set prices for the retail level? 


Mr. S. STEINBERG: Never, never. 
Mr. A. STEINBERG: Such an organization does not exist. 


Mr. S. STEINBERG: Mr. Chairman, a question was asked about these price off 
labels and what our attitude is. Let me say this, that to most large operators 
this is a tremendous headache because on their shelves in their stores or in their 
warehouse they have goods that have not the ‘10 cents off,’ and when they 
bring in fresh merchandise with ‘10 cents off” or anything else, they have a 
double rate on the merchandise, so we frown on it very much. If a manufacturer 
can, through the medium of advertising on television or elsewhere, promote 
that sale, if a customer comes in and she wants to get it and we have not got it, 
we lose the sale and we are not happy about it. 


Co-Chairman Senator CROLL: Senator Thorvaldson? 


Senator THORVALDSON: Mr. Chairman, I think the questions I had in mind 
have been fairly well covered. 


Mr. SALTSMAN: On this question of assisting the consumer with doing some 
comparison price shopping, you have indicated how difficult it is, even for 
professionals like yourselves, with these ‘10 cents off” things to make a 
reasonable comparison in a short period of time. Have you considered the 
possibility of having the prices marked in so much per ounce, so the consumer 
can then make a valid comparison between the price of this product and the 
other product, because of the variation in package size? 
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Mr. S. STEINBERG: The problem in the large-scale operation such as our 
own with reference to the product sold is that we are very happy if we can get 
the clerks in the store to put the right price legibly and clearly on the con- 
tainer. Never mind making all these other comparisons. 

Mr. SaALTSMAN: Could a table not be worked out for the benefit of the 
people involved, so that you have a double stamp instead of a single stamp 
which indicates the price per ounce of that product, and once the decision has 
been made you can stamp a lot of boxes? 

Mr. S. STEINBERG: It is difficult because the containers vary, the type of 
containers. Even with these things it is very difficult. There are the variables in 
terms of the package. In other words, not all manufactured products have a 
uniformity in size, so we would have to have some sort of gadget or machine 
for the package. But what we can stamp on the customer can see right on the 
package, and it is probably far more legible than we can stamp it on. The other 
thing is’ this?) In-all “my experience as a merchant I have found that most 
customers know beforehand what they want to buy. They try out products to 
find one that suits them best, and then they know what it is. It is true, and 
rightly so, that they are quite disturbed about higher prices for food, but they 
go on buying what they like best. 

Mr. Sattsman: Are you saying that the average housewife is not as 
price-conscious as we are led to believe? 

Mr. S. STEINBERG: I did not say that, but I say that she continues to choose 
from the shelves what she likes best. 

Mr. SALTSMAN: Do you think she can make an accurate price comparison 
now with the variety of boxes and packaging available? There are some at 43 
ounces for a certain price and others at 3 3/4 ounces for a certain price—do you 
say she is actually aware of what she is buying and can choose the best value in 
terms of price? 

Mr. S. STEINBERG: I would think so, because we have been spending many 
thousands of dollars on promotion week after week, and if the people did not 
understand what we are doing we would be very poor merchants. 

Co-Chairman Senator CRoLL: This is a list taken at you store at 1944 St. 
Laurent Boulevard on October 7. There are 10 brands of detergents at different 
prices and different sizes: 

5 Ibs. 34 oz. 
Gyilleise 

4 lbs. 6 oz. 
4 lbs. 

2lpsr 12 oz. 
2atbst 1002, 
2 18s 1.02. 
L1Ds0,02. 

1 lb. 4 oz. 

Tl bee OZ: 

And the brands are Ajax, Bold, Cheer, Fab, Omo, Oxydol, Rinso, Stein- 


berg’s, Surf and Tide, and different weights are given. Do you think the 
ordinary person who comes into the store can appreciate and assess all this? 


Mr. S. STEINBERG: I don’t think she starts out that way. She decides, based 
on testing out or trial, what she prefers. This may be as a result of the 
advertising or for some other reason. But she tries them out and she decides the 
product she likes best. So far as the chain store business is concerned, nobody 
dislikes that more than we do. Imagine having all these varieties and brands. , 
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The only reason we put them on the shelf is because if the customer wants a 
particular brand and we do not have it she may go to a competing store. I 
should say that we keep records of the movement of goods, and the item that 
sells least we usually drop off. If we have four items on the shelf and one sells 
very little, then we strike it off our list. No inducement on the part of the 
manufacturer can get us to keep it on the shelf unless the customer picks it up. 

Mr. LEVINE: We would be happy to have standard weights. It would be 
easier for us, for our inventories, and also for the customers. We do not 
subscribe to the weights you called out. 

Mr. S. STEINBERG: We would appreciate very much that there should be 
some regulation governing weights and sizes. Before I go on I should say that 
when. we put our own label on items we do not go into a multiplicity of sizes. 
We try to get one size or at the most two. We do not go in for three or four sizes. 

Mr. SALTSMAN: You have just answered the question I was going to ask 
you. What suggestions would you have for a committee of this type or what 
recommendations would you make to bring about a standardization of sizes and 
weights? 

Mr. S. STEINBERG: We would like to make a recommendation on the basis of 
the sizes that there should be standardization. As to what these sizes should be, 
well that is information that can be had from various sources. I would very 
much like to make such a recommendation. 

Mr. SALTSMAN: Would you accept such a recommendation from him, Mr. 
Chairman? 

Co-Chairman Senator CROLL: The record speaks for itself. 

Mr. SALTSMAN: Do you rent out very much space on your shelves in your 
stores? 


Mr. S. STEINBERG: Never. 

Mr. SALTSMAN: Do you have any comment to make on the practice? 

Mr. S. STEINBERG: As retailers the sources of supply are very important to 
us. We have to have good sources of supply, but our profits should be 
determined by what we sell and not by renting out space to manufacturers. We 
want to sell what interests our customers and if we have a product the sale of 
which is below the average volume, it goes out of the store. 

Mr. SALTSMAN: Are you saying it is a bad practice? 

Mr. STEINBERG: We have never done it. If it were a good practice we would 
probably be doing it. 

Mr. SALTSMAN: That is as close as we will get to an answer on that? 

Mr. S. STEINBERG: It is not fair for me to comment on what others may do. 

Mr. SALTSMAN: I would like to direct your attention to page 6 of your brief. 
You refer to the opening of stores. On what basis do you decide to open up a 
store in a new area? What factors influence you in opening up a new store? 

Mr. S. STEINBERG: When our people go out from the research department 
they project on the basis of existing population and they translate these figures 
into terms of penetration and then determine what the prospects are. From that 
we can determine from our experience how much volume we can do. Then we 
have three sizes of stores; we used to have four but now we have three, Nos. 2, 
3 and 4 stores. If the volume does not justify a No. 2 store we won’t go in. 

Mr. SALTSMAN: In your experience are the numbers of stores serving the 
population of Canada as a ratio increasing or decreasing? Are there more stores 
per population or less? 
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Mr. S. STEINBERG: The trend has been more stores right along. If we go 
back through the years we see that at one time a supermarket would draw from 
a radius of two miles. Today that radius is one mile. 

Mr. SaLtsMaAN: Has this any effect on consumer prices? 

Mr. S. STEINBERG: Very little. Our experience has been that the average of 
our sales speaks for itself. Our average sales are more than $2 million per store 
which is a good volume. 

Co-Chairman Senator CroLu: I have Mr. Choquette and Senator O’Leary 
and Senator Deschatelets, and I must leave time for Mr. Urie. 

Mr. CHOQUETTE: May I start with a preliminary statement? To me the 
commercial advertising as it is conceived today is one important cause of 
poverty. That may sound strange that I say that, but I strongly believe it. Pll 
ask my questions in French because first of all you have shown us a French 
copy of the brief on which I wish to commend you. 

M. CuHoquEtte: Je voudrais vous demander: est-ce que quelque part dans 
votre mémoire figure en dollars, le montant de la publicité? 

M. Arnold STEINBERG: Nous avons un tableau sans numéro, avec nos chiffres 
de publicité. 

M. CHOQUETTE: En pourcentage? 

M. A. STEINBERG: En pourcentage. 

M. CHOQUETTE: En dollars, ce n’est pas exprimé? 

M. A. STEINBERG: Non. Nous avons aussi nos ventes, au premier tableau, 2.8 
pour 100 des ventes. 

M. Sam STEINBERG: Un instant. I’ll speak in English, if you do not mind. 

Mr. CHOQUETTE: I speak bad English, but I understand it well. 

Mr. S. STEINBERG: Our advertising and sales promotion expense, for 
1965/66, amounted to 2.81 per cent. We also indicated that we received a 
revenue from suppliers in respect of promotional activities of 1.14 per cent, 
which left us with a net expense of 1.67, but actually this does not cost our 
company anything because good promotion is self-liquidating. We translate this 
1.67 per cent—we give the customer, as you know, these Pinky Stamps, for 
which she receives premiums. In relation to our sales the value of these Pinky 
stamps is considered to be 2 per cent, so actually our advertising does not cost 
our company anything when we translate that into the fact that the customer 
receives a premium. 

M. CHoQuETTE: Est-ce qu’il est possible que votre Compagnie ait des 
intéréts substantiels, disons, dans des compagnies de publicité, ou dans une 
compagnie de publicité? 

M. Sam STEINBERG: Pas du tout. Aucune. Avez-vous compris ce que j’al 
dit? Il ne nous codite rien pour «La publicité». Now, some people strongly 
believe that advertising and promotional activities cost money, but actually they 
do not. In a mass merchandising device like Steinberg’s the costliest thing for us 
is to open our doors and do no business. No matter whether you make 4 per 
cent or 8 per cent on an item, it is how often you turn over that item that 
matters. In a modern supermarket the customer does her own selection, and in 
order to have her do that effectively you have got to promote, and it does not 
matter whether you do it by way of stamps or any other way. 

I will put it in another way. I had our people check up, and I have a note 
here that in 1954/55 we had a net expense for promotional advertising of 1.85 
per cent. In that period we used to give the customer premiums to come in 
early in the week, and the combination of that advertising and the promotional 
activities cost us 1.85 per cent. In 1955/56 it went down to 1.79 per cent. In 
1956/57 it was 1.57 per cent, and in 1957/58 it was 1.73 per cent. But, at all 
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times we gave the customer a premium, whether it was dishes or something 
else. She saved the cash register tapes and she got something for them, 
whatever it was. Ever since we have been in business we have always 
promoted. 


M. CHOQUETTE: Est-ce qu’on vous a informé qu’un membre du Parlement a 
présenté un bill qui fut adopté en premiére lecture, pour l’abolition des 
timbres-primes? 

M. Sam STEINBERG: Oui. 

M. CHOQUETTE: Est-ce que ca vous a bien attristé? 

M. Sam STEINBERG: Certainement. Ce n’est pas a mon goitt. 


M. CHOQUETTE: Vous avez pris la précaution de préciser, quelque part dans 
votre mémoire,—je ne trouve pas l’endroit exact,—que vous n’exercez aucun 
controle sur les compagnies qui représentent, pour vous, vos fournisseurs? 

M. S. STEINBERG: Oui. 


M. CHOQUETTE: Lorsque vous dites que vous n’exercez aucun controle, 
est-ce que, quand méme, il y a dans ces compagnies qui sont vos fournisseurs, 
des actionnaires importants de Steinberg? 

Mr. A. STEINBERG: None, to our knowledge. 

M. CHOQUETTE: A votre connaissance? 


Mr. A. STEINBERG: None to our Knowledge. The other thing, of course, is 
that there are no voting shares of Steinberg’s Limited in the hands of the 
public. All of them are held by members of the Steinberg family. 


Mr. S. STEINBERG: So, nobody can influence our business. 

Earlier on somebody mentioned the fact that we had a picture of the 
President of Safeway Stores, Mr. Magowan. This is a photostat of the front page 
of Chain Store Age, September, 1966 issue. Here Mr. Magowan makes the 
statement: 


Our sales increase would have been only 5 per cent or 6 per cent 
without ‘Bonus Bingo’...with our games, sales are up 11 per cent and 
earnings up 29 per cent. 


In other words, I think the Safeway Stores do something like $2.5 billion worth 
of business a year. Mr. Magowan thinks that these sales promotions or gimmicks, 
or whatever you choose to call them, have been very helpful in promoting sales 
in his business, and making him a lot of money. 

I know that you have had somebody here speaking on behalf of one of the 
larger chain organizations—in fact, they are the largest in the world, doing 
something like $5.5 billion worth of business a year. They indicated that they do 
not believe in stamps or promotions, but I have a photostatic copy here of 
something that appeared in Supermarket News of March 25, 1963 in which 
there is an announcement that they are going to distribute some 23 billion 
stamps, and that they are also going to run some promotions, such as a hidden 
treasure game offering all kinds of prizes. I would like to say this before you 
pass any legislation against stamps, that in the supermarket industry there were 
people who favoured stamps and those who were against stamps. I am talking 
about the United States now. While visiting conventions down there I get to 
speak to a group of fellows who have heard of some people who, on introducing 
stamps in their stores, have made a tremendous increase in their volume. They 
are perplexed as to what to do in their own chain and they ask their friends: 
“What do you think?”. I have always recommended that you follow what is in 
fashion, and if people want stamps then you give them stamps. 

Plenty of people have refrained. Let me tell you this, that I have a 
document here with respect to the First National Stores. The First National 
Stores, when stamps came into fashion, refrained from using them for some five 
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years. They were one of the foremost, strongest and best supermarket operators 


in the New England area, and their profits went down from $8 million to $2 


million. Just recently, according to the last issue of Supermarket News, they 
have had to call in somebody to take over the running of the company because 
they were having such a hard time. 

This is true of many companies which have refrained from going into 
stamps. Many of them who did not get on to the band wagon right away are out 
of business today. In other words, if stamps are in fashion then you had better 
be in style yourself. 

Co-Chairman Senator CrRouLL: Are you finished, Mr. Choquette? 

Mr. CHOQUETTE: Yes, Mr. Chairman. 

Senator McDoNnaLp: May I say something about what Mr. Steinberg has 
said? I come from an area in which stamps are outlawed. If your competitors 
are not able to give stamps, and your company is not able to give stamps, then 
are you not all even, and the person who prospers is the customer? You said 
they cost 2 per cent. 

Mr. S. STEINBERG: I said they do not cost us anything. You do not give a 
stamp until you make a sale. It reduces the volume in your store, and it reduces 
the cost to the customer. Good promotion is self-liquidating. 

But, I go back to the time when there were no stamps. Prior to stamps we 
used to give all sorts of premiums, whether they were dishes or motor car. We 
always promoted, and with stamps it costs us less today in relation to sales—in 
fact, it costs us nothing today. In the final analysis you have to ask yourself 
whether you can compete and still give stamps. 

Mr. CHOQUETTE: According to your statistical record, what is the percentage 
of those stamps that are not being used? Have you any record of that? 


Mr. LEVINE: Our redemption is 100 per cent. 
Mr. CHOQUETTE: They are all used? 


Mr. LEVINE: We give away 100 per cent. We never know how much has 
been used until we quit. 

Mr. DoyLe“: For tax purposes, the income tax people recognize a redemption 
of 95 per cent. This does prove something because they have taken a very good 
look at the amount of redemptions that have been effected over the years 
during which the stamp plans have been in existence. 


Mr. CHOQUETTE: One last thing— 


Mr. S. STEINBERG: Before you go on, we do redeem 95 per cent, but you 


never know how many are left in the hands of the consumer. 


Mr. CHOQUETTE: Yes, because it is a fact that many of them do not use 
them. 


Mr. S. STEINBERG: Not too many. 


Mr. CHOQUETTE: The last thing, Mr. Chairman. I want to congratulate you 
as energetically as possible because you are against that policy of the 29 or 25 
cents off. I want to use that as an argument later. Could you tell me what 
company decided to get rid of such a policy? You mentioned a few moments ago 
a company wanted to get rid of it. 

Mr. S. STEINBERG: General Foods. 


Senator O’LEARY (Antigonish-Guysborough): Mr. Chairman, I believe Mr. 
Steinberg said that one of his representatives told him today that last Tranks- 
giving weekend—and I quote, “You could not cope with the volume in your 
stores.” Is that correct? 
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Mr. S. STEINBERG: I said this morning that Mr. Gagnier, Ottawa zone 
manager, said in the early part of the week business was slow but that at the 
weekend—I am talking about this past weekend. 


Senator O’LEARY (Antigonish-Guysborough): All right, this past weekend. 
This would not be a fair question, I suppose, but would this mean that it was an 
increase over a year ago for the same weekend? You would not recall that now? 


Mr. S. STEINBERG: Oh, yes, sure. 


Mr. A. STEINBERG: The first part of the week had been slow, and the latter 
part exceedingly busy. You have to put in the contest of the question that was 
asked. 


Senator O’LEARY (Antigonish-Guysborough): I am speaking of the latter 
part of the question about this dollar increase, absolute or otherwise, that 
weekend, and I wondered how it compared with a year ago last week. 


Mr. S. STEINBERG: Substantially higher. 


Senator O’LEARY (Antigonish-Guysborough): My final question is, what 
effect, if any, do you think that the Ottawa consumers boycott group have had 
in so far as Steinberg stores are concerned. 


Mr. S. STEINBERG: I can only go by the results achieved in our stores. 
Senator O’LEARY (Antigonish-Guysborough): Thank you. 
Co-Chairman Senator CROLL: Mr. Matte? 


M. Matte: Je voudrais savoir quel est votre inventaire sur lequel vous 
faites des profits de 600 millions, 700 mille dollars. Je voudrais savoir quel est 
votre inventaire—vos investissements? 


M. A. STEINBERG: Sur la marchandise? 

M. MATTE: Oui. 

M. A, STEINBERG: Un instant, s’il vous plait. Nous avons seulement pour les 
magasins a rayons et les magasins alimentaires. C’est 31 millions. 

M. MATTE: 31 millions d’inventaire. 

M. A. STEINBERG: Oui. 

M. Matte: Maintenant, ici, est-ce que vos pourcentages sont calculés, dans 
votre rapport, sur le prix de vente, ou sur le prix d’achat? 

M. A. STEINBERG: Sur le prix de vente—toujours. 

M. MATTE: Toujours sur le prix de vente? 

M. A. STEINBERG: Oui. 

M. Matte: C’est plus haut que le prix d’achat? 

M. A. STEINBERG: Oui. 

M. MattTE: Croyez-vous, aussi, qu’une loi devrait obliger a vendre tous les. 
produits avec la méme pesée, le méme galonnage, soit 4 de livre, + de livre, une 
livre, car souvent on aura des paquets de 14 onces ou de 12 onces, ce qui peut. 
tromper l’acheteur? 


Mr. LEVINE: We would like to have standard weights in our stores, because: 
we do feel, like you feel, that it would be convenient for goods to be sold at two 
ounces, four ounces. One would rather have standard weights in the store, yes. 
We cannot control the companies who produce the goods, but we would rather 
have it that way. 


M. Matte: Ce qui arrive souvent, un client va acheter des biscuits, il pense: 
avoir 16 onces, mais a moins qu’une livre, et souvent c’est trompeur? 
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Mr. LEVINE: When we have our own biscuits packed for us we always go to 
16 ounces or 24 ounces rather than two or ten ounces on the market. We would 
prefer to have them half pounds and pounds. 

M. Marte: Seriez-vous en faveur de l’adoption du systeme métrique? 

Mr. LEVINE: Right. 

Mr. WHELAN: One supplementary question. You said you contracted for all 
your soap flakes. 

Mr. S. STEINBERG: When we buy private label it is under contract. 

Mr. WHELAN: But do you make sure they are standard weights? 

Mr. LEVINE: No, because we have to be competitive on our shelves with the 
brands we sell, but we would prefer to do it the other way. 

Co-Chairman Senator CROLL: Senator Deschatelets? 

Senator DESCHATELETS: My question has to do with potatoes. The primary 
producer claims that he is receiving too little. On the other hand the consumer 
claims the producer is receiving too much. You are in the middle. Having said 
that, I would like to know if there is any intermediary between your company 
and the primary producer for your vegetables in Quebec. 

Mr. LEVINE: No, we buy direct from the farmer or the co-op. 

Senator DESCHATELETS: Is there in your organization any company which 
would act as wholesaler? 

Mr. LevInE: No, in our company we do not have any intermediary 
mark-up. We buy from the source, which is the farmer or the co-op—that is our 
cost, and we sell it at our retail. There is no intermediary between. 

Senator DESCHATELETS: A few weeks ago one of the most important potato 
growers in Quebec told me that at the farm he was selling a bag of potatoes—I 
do not know if it was a 25 pound bag or a 50-pound bag, at 55 cents a bag. He 
claims that at the market in Montreal the same bag was selling for $1.55. So 
how can we explain this difference of one dollar between the primary producer 
and the retailer? 

Mr. LEVINE: I don’t know. I know for a fact that we have not paid 55 cents 
a bag. It is much higher than that. I have not the prices with me, but I know 
that in arranging terms we have paid from 80 cents, 85 cents, 90 cents and $1. 


Senator DESCHATELETS: Well, that was just a few days before the election 
in Nicolet-Yamaska probably around September 15. 


Mr. LEVINE: We do not buy from that area, so I cannot tell you the price 
there. 


Senator DESCHATELETS: As you are aware, most private retailers in Mont- 
real are buying from wholesalers or from intermediaries. The price they are 
selling their potatoes for, for example, is approximately the same price as you 
are selling yours, and they are paying for intermediaries or through the 
wholesaler. Now, I am just wondering if buying without an intermediary by 
carload, because you are buying by carloads, you are not taking much more 
profit than you otherwise would. 


Mr. Natham Steinberg, Senior Vice-President, Steinberg’s Limited: When 
we talk about the local potatoes direct from the farmer, there is a market, and 
every independent can go to that market. The greatest majority go to that 
market and they possibly find very little difference from what we pay. Possibly 
we have it delivered to our warehouse and they pick it up from there. It is only 
when they start to move it outside from the Province of Quebec they go to an 
intermediary; otherwise, most of them buy in the market. 
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Mr. S. STEINBERG: When you speak of the differential of the dollars, you 
never make a dollar on a bag of potatoes. 


Senator DESCHATELETS: I understand that to any client who comes into your 
store, whether he buys something or not, you are now delivering a coupon for a 
race track show on Sunday. Would you have any objection to telling us how 
much money you are distributing on this program, each week? 


Mr. LEviIne: It varies from $10,000 to $14,000 a week. 


Mr. WHELAN: He says he did not make a dollar on a bag of potatoes and I 
want to know what the size of that bag is. This year potatoes have been at the 
lowest level in 15 years. Farmers have been sending in bags of 75 pounds of 
potatoes and after paying 30 cents for the bag they did not receive 90 cents, 
whereas in most stores the potatoes are selling at 79 cents for 10 pounds. I know 
it is $1.50 in Toronto for 75 pounds. 


Co-Chairman Senator CRoLL: Have you any comment on that, Mr. Levine? 


Mr. LEVINE: I should repeat your question first. You say potatoes are selling 
at 78 cents? 


Mr. WHELAN: In many of the stores in the City of Toronto they are selling 
75-pound bags for $1.50 and they are going out to consumers in the chain stores 
at 79 cents for 10 pounds. 


Mr. LEVINE: We have figures here. What you say is not correct in our 
stores. We have been selling potatoes, for the week ended October 9, in the year 
1964 that cost us 75 cents, selling at 79 cents; in the year 1965, the cost was $1, 
selling at $1.29; and in the year 1966, that cost 85 cents, selling at 89 cents. 
They are all Quebec potatoes in 50-pound bags and they are all for October 9 of 
each year that we are talking about. We have never sold potatoes that would 
make ten times the difference. 


Mr. WHELAN: It would amount to a 70 per cent mark-up, and this is what 
happened this year. 

Mr. OLson: This 4.5 per cent mark-up that you talk about, does that take 
into account the shrinkage or is it the gross? 


Mr. LEVINE: It is gross, always gross. 


Mr. S. STEINBERG: I would like to answer this business about the $14,000. 
This $14,000 is not a net cost to the company. When we run a promotion, we 
have manufacturers who contribute towards that promotion and it is out of that 
money that we obtain from the manufacturers who join with us on promotion, 
that we expend this money; so the net cost to the company is not $14,000. 


Mr. McLELLAND: Do most of your suppliers or manufacturers give you a 
percentage bonus incentive at the end of a year, based on the amount of volume 
with your store? 

Mr. S. STEINBERG: Sure. Some have a list price, the list price gives you an 
indication as to what allowances might be given, but that is taken off when we 
buy and when we indicate a price, we talk net price. 


Mr. McLELLAND: Would you care to give an indication of what the highest 
price might be? 

Mr. S. STEINBERG: They do not come as what you call a bonus. If a 
manufacturer has a system under which he gives allowances, whenever he gives 
that allowance it is deducted from the invoiced cost and your mark-up is made 
from the net cost, to what the consumer pays. I think I have gone right through 
that from the beginning. We do not get extra revenue in terms of allowances. 
We may get extra moneys from promotion and activities. If you buy anything at 
a dollar discount, or whatever it is, it is taken off the invoice to give a net price. 

Mr. McCurcHeon: As to this $14,000 that is shared between you and the 
manufacturer, you say it is not net cost to the store? 
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Mr. S. STEINBERG: No. 

Mr. McCutTcHeEon: Is it fair to say it is a net cost to the ultimate consumer? 

Mr. S. STEINBERG: You are going back to this business of what brings people 
into the store. When you run this kind of promotion, like “Let us go to the 
races,” you really relate it to how much extra business this promotion will 
generate and what that means in profit related to the cost of the promotion. Our 
experience has always been that promotions, if they are any good, liquidate the 
cost, so it does not cost the consumer anything, neither does it cost us anything. 

Co-Chairman Senator CROLL: If it does not cost the customer anything, who 
pays the cost? 

Mr. WHELAN: The primary producer. 

Mr. 'S. STEINBERG: It costs money to do business and if you do more business 
because of a promotion you have to liquidate that cost against the added 
business that you do. 

Co-Chairman Senator CROLL: Who pays the cost of the promotion? 

Mr. S. STEINBERG: I have just explained it to you. 

Co-Chairman Senator CROLL: Somebody is paying for that promotion. Who 
is it? 

Mr. S. STEINBERG: It is the additional business that you do, which you do at 
a profit, and from that you deduct it, so the extra business that you do should 
liquidate the cost of the promotion. 

Co-Chairman Senator CROLL: But the extra cost that you do with the 
consumer provides you with the profits and in the end the consumer pays for 
that. 

Mr. S. STEINBERG: But if we did not do this promotion, what else would we 
have to do to get that business? 

Senator DESCHATELETS: In fact, do your figures show there was a real 
increase in the volume of sales since the start of this ‘“‘Go to the Races’’? 

Mr. S. STEINBERG: Very definitely. 

Mr. LEvINE: I have the price of potatoes for the week ended October 9, for 
the same week in each year for 1964-65 and 1966. This relates to Quebec 
potatoes. In 1964, we bought at 75 cents and sold at 79; in 1965 they cost us $1 
and we sold at $1.29; in 1966, this year, October 9 we bought at 85 cents and we 
sold at 89 cents. 

Mr. WHELAN: I am not talking about this but July, August and September 
when there was an embargo on American potatoes so as to prevent the country 
from going bankrupt. 

Co-Chairman Senator CrRoLL: This man does not know as much about 
potatoes as you do, so do not get involved in it with him. It is an uneven match. 

Mr. S. STEINBERG: We were talking about the scheme “‘Let Us Go the Races” 
and I quoted figures of 2.81, which means advertising and promotional cost, and 
I said it ended up with a net of 167. In that case, where there is an increase in 
our sales volume, there is no cost. 


Co-Chairman Senator CRoLL: Our comparative shopper came across some 
orange juice which was bought from Steinbergs, 20 fluid ounces and 19 fluid 
ounces, purchased on the same day, five for $1. How do you explain that? 


Mr. LEvINE: I wonder if you are aware that last year the Government 
changed the rules and regulations in regard to the tins. Where we used to put 
20 ounces on the tin of juice, they changed the regulation to make it 19 ounces. 
So that store may have had some of them; together with tins having the old 
label which is still used, until the label stock is depleted. Our labels were 
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altered from 20 ounces to 19 ounces by Government regulation, but the tin is 
exactly the same. This is a new Government regulation that came out last year. 

Mr. ALLMAND: Based on a letter from a constituent who also shops in your 
stores, this exemplifies the problem to the consumer. This consumer decided to 
buy the same order in consecutive weeks, on the same day, from the same 
Steinberg store. In the first week, it cost $23.40, in the second week $27.40 and 
in the third week $32.47. These were the same items in the same store, on the 
same day of the week. She is wondering how there should be such difference in 
such a small period of three weeks, taken either side of the point where the 
prices go up, on a total order of $23.40 to $32.47 in three weeks. These goods 
which were bought were the common basket goods that a consumer would buy 
in a grocery store. We have heard these briefs and have heard farmers about 
this. 

Mr. S. STEINBERG: That is not at all possible. 

Mr. ALLMAND: You do not think that is possible? 

Mr. S. STEINBERG: It is not possible and I would suggest that someone who 
knew a little arithmetic deal with it. 

Mr. ALLMAND: She says she has got the slips. 

Mr. S. STEINBERG: But you have not go the items. 

Mr. ALLMAND: She says she has got Steinbergs slips. 

Senator McDoNaLp: You are not in the business of packing, you process. 
How do you buy your beef? 

Mr. S. STEINBERG: In carloads. 

Senator McDONALD: How do you buy pork? 

Mr. S. STEINBERG: By the cuts. 

Senator McDonatp: Where do you buy bacon? 

Mr. S. STEINBERG: We get Swift’s or Canada Packers and so on. 

Senator McDona.p: Do you buy all of it in Canada? 

Mr. S. STEINBERG: Yes. 

Senator McDONALD: You do not import any bacon? 

Mr. S. STEINBERG: We do not import bacon from the United States. 

Mr. Urte: I have just a few questions, Mr. Chairman. 

Co-Chairman Senator CROLL: Go ahead. 

Mr. Urte: What is your inventory policy, Mr. Steinberg, in respect of 
inventories at hand when your new stock comes in at higher prices? 

Mr. S. STEINBERG: What do you mean? 

Mr. URIE: The prices of the inventories you have on hand. 

Mr. S. STEINBERG: I think every supermarket operator or chain store opera- 
tor likes to have enough goods on hand so that he can be the last one to raise his 
prices. I think the most important thing to any chain operator is to retain the 
goodwill of his customers. We are always hopeful to have enough goods to 
outlast our competitors at the low prices. I am satisfied that all chains try to do 
the same thing. 

Mr. Urie: There were some gentlemen here from one of your competitors 
this morning and it was pointed out to them that a lady reported to this 
committee a purchase which she had made of a can upon which there were four 
different prices marked. Now, they were horrified, and I think quite properly so, 
that this took place. Is it possible that this can take place in your organization? 

Mr. S. STEINBERG: Yes, of course this could take place in any organization. 
The turnover in the supermarket business, at least in our warehouse that runs 
now, is 14 days, I think. 
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Mr. URIE: How many days? 

Mr. S. STEINBERG: Fourteen days is the complete turnover. In the stores it 
should be about two or three times that, depending upon how they order. Most 
stock turns over a 24 times. So, if there is a commodity which has been in 
that store where the price could have changed so many times, it is poor 
management within that store. 

Mr. URIE: I would think so, but it is possible? 

Mr. S. STEINBERG: Well, everything is possible. 

Mr. OLSON: Perhaps there is not enough promotion. 

Mr. S. STEINBERG: A thing like that sometimes can happen on a certain 
item. 

Mr. Urie: Are there substantial differences between your chain stores 
between cities, that is, from city to city? Let us say between Montreal prices 
and Ottawa prices, for example. 

Mr. S. STEINBERG: Substantial differences? 

Mr. URIE: Yes. 

Mr. S. STEINBERG: Well, I will tell you that usually, because Ottawa is so 
close to Montreal, we do not put on a delivery transport charge to Ottawa. 
However, when we go out of town for substantial distances, then freight 
charges are heavy and we add the freight charges. I think often times our 
prices are not high enough to redeem the full freight costs. 

Mr. URiE: In other words, you say from Ottawa to Montreal is a short 
distance and so there is no transport differential. 

Mr. LEVINE: But it is different for the Seven Islands, for instance. 

Mr. UriE: Are there any other differences? The reason I ask is that it was 
reported to this committee several days ago that in 10 cities in Ontario on 26 
selected items there were differences ranging up to 8 per cent. Most were 8 per 
cent higher than the prices for the same goods in Toronto. Now, I realize that 
unless we knew precisely the goods and so on it might be difficult for you to 
answer that question. 

Mr. S. STEINBERG: Yes, it would be difficult. 

Mr. URIE: If we were to provide you with that list, would you be able to 
make a comment after that? 

Mr. S. STEINBERG: We would welcome the opportunity to look at it, sure. 

Mr. URiE: In other words, we are interested in geographical spreads in 
prices. 

Mr. S. STEINBERG: We would supply all the information that might be 
helpful, transportation and what not, you know. 

Mr. UrRIE: I think most of the other questions I had to ask have already 
been asked, Mr. Chairman, but perhaps you could pass this form on to Mr. 
Steinberg. 

Co-Chairman Senator CROLL: We would like you to complete a form for the 
same commodities in the same way as this one is completed. 

Mr. S. STEINBERG: All right. 

Co-Chairman Senator CROLL: Now, the other information is contained in 
their brief. 

Now, Mr. Urie was shorter than I thought he would be, but we had to get 
that on the record. 


Mr. JOYAL: We discussed previously the spread in prices between your own 
house brands and nationally advertised brands. Now, in the following list of 
selected products where you carry national brands, namely detergents and 
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soaps, cigarettes, baby foods, cereals, coffee and prepared meats, including 
bacon, could we obtain from you at a later date the list of your suppliers for 
each of the national brands which you carry for each of those commodities? 


Mr. S. STEINBERG: Surely. 

Mr. A. STEINBERG: Do you want the commodities you have just listed? 

Mr. LEVINE: Shall we take them down now? 

Co-Chairman Senator CROLL: No, we will write to you and let you know. 

Mr. UriE: I just had one question to ask about private labels. The 
comparative prices you have given between your own private labels and the 
others, the branded lines, are they for comparative qualities? 

Mr. S. STEINBERG: Absolutely. 

Mr. LEFEBVRE: This has to do with your division called Miracle Mart. Did 
you say a while ago that you could not tell us the difference between your profit 
on the Miracle Mart division and your Steinberg supermarkets? You did not 
have this divided? 

Mr. S. STEINBERG: The reason for that is that there is so much integration in 
our organization that it would be very costly to start analyzing it. 


Mr. LEFEBVRE: You have no idea at all? You just know your total profit 
picture and not the difference between what you make in your Miracle Marts 
and your Steinberg markets? 


Mr. S. STEINBERG: The point is that when you want net profit you have to 
break down every operation, and since so many of the operations are integrated 
it would be very costly, and that is why we do not do it. 

Mr. LEFEBVRE: Just one other question on Miracle Marts— 

Mr. S. STEINBERG: May I answer a previous question? We were just talking 
about private labels, and I would like to answer the question on that because it 
is such an important part of the industry. I want to say that a great number of 
the items that we sell under our own private labels are prepared for us by the 
manufacturers of the nationally advertised brands. They make them for us. 

Mr. URIE: Yes, I think that was stated to us earlier. 


Mr. LEFEBVRE: If a consumer goes into one of your Miracle Mart stores and 
buys $100-worth of goods, and will repay within 30 days, you advertise that 
there are no interest or credit charges. Is that correct? 


Mr. S. STEINBERG: We do not. No, we do not. 


Mr. LEFEBVRE: Well, how is the Credico company involved with you on 
this? Do they handle your store? 


Mr. S. STEINBERG: The Credico Company not only service us but are free to 
service all the competing stores, whether department stores or otherwise. 


Mr. LEFEBVRE: Well, on the $100 that this company would handle, how 
much would be deducted from the $100 and given back to you? 


Mr. S. STEINBERG: Nothing would be given back to us. We pay them a 
service charge for servicing these accounts. They charge us. 


Mr. LEFEBVRE: That is what I mean. Out of the $100 account they deduct so 
much. 


Mr. S. STEINBERG: They charge that not to the customer but to us. 
Co-Chairman Senator CROLL: That is what he is saying. 


Mr. S. STEINBERG: Oh. They probably have a scale and they may charge us 
less because of the volume that we do with them as against smaller accounts. 


Mr. LEFEBVRE: Would it be anywhere near 6 per cent? 
Mr. S. STEINBERG: Six per cent? 
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Mr. LEFEBVRE: I am talking about $6 on $100 for 30 days. 

Mr. S. STEINBERG: It would be very substantially less than that. It would be 
a lot less than half. 

Mr. LEFEBVRE: How much less than half? 

Mr. S. STEINBERG: You see, the point is that they are servicing other 
accounts and I do not know who they service or what the volume might be. It 
might prove very embarrassing to them, not to us, to disclose the fact— 

Mr. LEFEBVRE: You are not willing to tell us how much they are charging 
you. Is that it? 

Mr. S. STEINBERG: I am quite willing to tell you, but I am trying to point 
out that they service accounts that give them large volume, small volume, 
starting with us all the way down. I think originally when they started with us 
they only charged us one per cent. It might be a little higher today. 

Mr. LEFEBVRE: You mean $1 on $100 for 30 days? 

Mr. S. STEINBERG: They charged us $1. I am talking about when we first 
started. It might have been a couple of years ago. Today it might be 2 percent. 
I do not know right offhand what it is today. 

Mr. LEFEBVRE: When you say 2 per cent, do you means $2 on $100 for 30 
days, which would be quite a bit more than 2 per cent on a yearly basis? 

Mr. A. STEINBERG: All of the quotation figures are based on annual charges. 
When we talk $2 on 100, that is on an annual basis. You would take one-twelfth 
of $2. It is a “without recourse” type of operation. 

Mr. LEFEBVRE: Fine. Some people were worried that they were charging $2 
or $3 or $4 or up to $6 on $100 for 30 days. 

Mr. S. STEINBERG: I do not know what they do on other accounts. 

Mr. LEFEBVRE: You say it is 2 per cent figured on a yearly basis? 

Mr. LEVINE: There are two questions there. You asked Mr. Steinberg what 
they charge us. Are you now quoting what they charge the customer? 

Mr. LEFEBVRE: Well, the customer is you. You say the customer does not 
pay it. 

Mr. LEVINE: I did not say that. 

Mr. S. STEINBERG: I did not say that. I said this: If you came into our store 
and you wanted to buy $100 worth of goods in the department store, in the 
Miracle Mart, on credit, we would then call the Credico people. They pay us the 
cash right away so that instead of giving us $100 they would give us $98, if it is 
2 per cent. We have no more to do with it then. 

Mr. LEFEBVRE: That is quite a bit more than 2 per cent. It is $2 on $100. It is 
$2 on $100 in 10 days—that is 24 per cent. 

Mr. S. STEINBERG: It could be, but the point is this, and this seems to be 
confusing the minds of some people, if you go into our store and buy $100 
worth of goods we call these people to establish that they are responsible for 
the money, and they give us $98. We have nothing more to do with it. We have 
no responsibility if you pay them or not. It is one sale and it is finis. I am not 
definite as to the 2 per cent. 

Mr. LEFEBVRE: Well, it is 24 per cent. Then the next man in line pays cash. 
Does he gets the goods for $98? 

Mr. S. STEINBERG: No, the individual person purchasing pays whatever the 
price is. If we were to set up our own charge account system at this stage in 
Miracle Mart, the operation could not afford it. We would not have enough 
business on credit accounts to set up a whole accounting system with the 
administration and everything else required. At this stage this is the most 
practical way of doing it. If a customer comes in to buy $100 worth of 
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goods—and that might be 2 or 3 per cent of our volume—it is meaningless to 
us. But we do the business with them and we pay the services to Credico. 

Mr. LEFEBVRE: You get a percentage back on the amount of the accounts 
when you deal with this company? 

Mr. S. STEINBERG: Not at all. 

_ Mr. LEFEBVRE: No kickbacks? 

Mr. S. STEINBERG: No. 

Co-Chairman Senator CroLL: Mr. Steinberg, in the course of our discus- 
sions with you and with others, it has been made clear that there has been 
an increase in the price of food. The Deputy Minister of Labour in indicating 
the trends told us that the farmer was not receiving as large a portion as he 
formerly did. He indicated that labour was merely holding its own and taking 
no greater slice of the pie. Who, in your view, is taking the greater slice of the 
pie or where should we go to find a solution for the ills troubling this country at 
the present time in this particular aspect? 

Mr. S. STEINBERG: I think you have to look at the whole gamut from the 
primary producer to the retail store. You have to look at every segment of the 
operation. 


Co-Chairman Senator CROLL: Yes, but the figures given to us by the deputy 
minister and by the Department of Agriculture indicated that the primary 
producer was receiving less, as a matter of fact, of the total than he did in other 
years. 

Mr. S. STEINBERG: We deal with the primary producers in many areas of 
production. I can only say that those we deal with directly are very happy. 
Many years ago we started to deal with the primary producers in poultry. Prior 
to that he shipped his poultry produce to packinghouses and jobbers. He would 
ship in his crates of 30 dozen eggs and they would be graded at the packing- 
houses or the jobbers and they would send him the appropriate price depending 
on how it had graded out. The producer had no control over the end product. 
But those who deal with us do their own grading and shipping and the prices 
are quoted in the paper and so they know what we are paying on that basis. 
But these people are not dealing with the primary producer in all areas. If he 
deals with packinghouses or processors or canners—that is not our field. 


Co-Chairman Senator CROLL: But surely this matter must have given you 
some reason for thought and some concern generally, particularly since the food 
people have been accused of taking an undue profit. I am not saying they did, 
but surely you must have looked around to see where the higher prices went? 


Mr. S. STEINBERG: I was trying to point out that the primary producers 
themselves are doing very little in the way of processing or changing the 
character of food. We have made a submission to the provincial government as 
to what the primary producer can do in this area. We have given them a 
78-page report on that. We have made a complete study as to what they can do 
because there are many areas where primary producers can do a lot of 
processing or semi-processing. 

Co-Chairman Senator CRoLL: I thank you very much for the valuable 
information you have given us today. You will, of course, have to come back 
again. We will have an opportunity to digest this information in the meantime. 
We shall probably require more information from you, and we will write to you 
about it and Iam sure we will get it in due course. 

Thank you very much. 

The committee adjourned. 
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EXHIBIT A(2) 
TABLE l 


Table Showing Steinberg’s Limited—Sales and Profits 
Ten Year Review 


This table has been provided to give a picture of Steinbergs results over 
the past ten fiscal years. These figures are for the entire company, including 
our Quebec and Ontario Divisions, the Department Store Division, Manufactur- 
ing, Processing and Trading Stamps contributions. 

There were a number of highlights which materially affected our results 
over the years. A large scale equity financing, the acquisition of the Grand- 
Union chain in Ontario, the opening of department store units were factors 
which influenced results in the year of occurrence and over subsequent years 
as well. 


EXHIBIT A(3) 
TABLE 2 


STEINBERG’s LIMITED—SUPERMARKET OPERATIONS 


Operating Trends—1960/61—1965/66 
Index Based on Dollars 


Average 
Annual 
1960/61 1961/62 1962/63 1963/64 1964/65 1965/66 Increase 


Salesnias Bees Tae Shei es 100 107 110 120 134 140 6.7 
Gross Margin $........ 0h os o5e des ce 100 106 113 127 142 152 8.7 
Operating Costs $................ 100 108 113 125 138 149 8.2 
Selected Costs 
WSTONOUsINg. 2... tes ke a eaten ss 100 109 120 134 147 155 OFZ 
FANG DOLPANON <6ncc go's os Ms de sine 100 107 111 122 137 145 cap 
Store Salaries and Wages...... 100 111 119 132 150 167 112 
Store Fringe Benefits.......... 100 97 100 113 134 155 9.2 
Occlpancyiie. se es ee es 100 119 125 139 151 160 10.0 
PHDDLICS | hte castes > cis ag eds 1 100 102 107 112 129 132 5.3 
AGMINIStFAtIVG....., na. Boose dos. 100 99 105 119 139 150 8.3 
Real Estate taxes (i)........... — — 100 112 119 132 8.0 
Equipment Costs (ii).......... — = 100 102 111 125 6.3 
Construction Costs............. —- 100 104 108 114 125 5.0 


(i) Based on sample of selected cities in Province of Quebec. 
(ii) Based on selected stores. 
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EXHIBIT A(5) 


RETAIL Pric—E Mark-up, SELECTED High TURNOVER ITEMS 


Per Cent Mark-Up 


Item EN aie EL a oe I ee 
1963/4 1964/5 1965/6 
% % % 
ip TEAR ACT 90 ge En ae Sa Ria Farhcl a Ey De 20 oz. 20.44 20.47 20.47 
ere ee eC ee ee ee ee 20 oz. 19.74 19.74 18.65 
Cream-O_Instant Cottee a 70.2258 ein % 2 ey eS 6 OZ. 26.63 21.16 22.16 
DUPACIG. Wi Salad OTOSSING oa. . «ape sie vol vied ss oe e 16 oz. 19.56 18.84 18.84 
haymond Pure strawh. Jame tks 24 o2. 21.92 19.24 20.72 
Peet TLC te OLs LCR. 6 vol c's ht, 0. ccs uu ok ear ales 12 oz. 20.17 17.89 30.59 
PAPALE ELV OCLON CORES 56 aig Wwldsa ie dee t he vin via els 8 oz. 24.89 16.76 16.76 
Cheese Wiig Plamesiinas. teres ns. 5s ken es. ene 8 oz. jar’ “21.40 16.76 16.57 
Bratt Capadianweliees: Ju; Betis oy otc anne 11b. 21.95 15.94 lice ars 
DLO a areata Me Tat ee eee ee ate: Tipe 14.67 10.77 10.94 
Heine Beans in Tomi pcas faery. Saree... & 15/02. 22.98 19.5% 20.51 
Cater Cee UUs eee ae a ce 10 oz. 20.00 19.31 20.00 
DARE RICE Be nn ee Pee oe Pe ene vee ee fad 184 17.89 17.89 17.89 
POCO. FL00G, LNStANe Gate st ois steht EE cas iiels 44 oz. 18.91 19.25 14.90 
POGOe aCe ofa See aide ccs ade paid 16 oz. 20.24 20.24 17.95 
Gringo wederedS kt Mil ki caine onerseuearemteg ering blb. 19.39 19.11 16.67 
Orchard: King Cut. Wax Beans Ch. co.) 5 0% see nales 20 oz. 21.62 28.65 28.65 
UK. FrumCoektane. - page. 2... $7 /8e. ee 28 OZ. 22.98 23 .21 26.53 
Orchard: Kine!Lomato Joe ge? UAT Tae. 20 oz. 18.79 24.24 25.14 
Cis. Frozen one. Orne, JC. fo. Pee ole es asks 64 OZ. 23.58 25.00 25.08 
Cede) Bre UD ETRUS CHOC TS. sores a te eke ha anil 20 oz. 19.51 19.49 24.19 
Five Roses All Purpe lin? Whew t.ae a)... iy op: 16.52 17.43 17.438 
TidesMetetgent... 0.7.94 4.20S Mh 238 Mas Py Giant 21,56 16.00 14.95 
Kieenex Facial Tissties 2 90...) ee. gee 400’s 26.76 25.67 21.61 
PoCeAGt a Get Lisstie, DKP ON enn ccc ttle ene’: 8’s 26.80 24.16 24.16 
PVT SCARE SCI Bn. a ak Me ou ibs auld > Sate 1 lb. 24.62 24.62 24.62 
Lristie Sods Crackere weet. . cee ek Cee et tales mien 23.90 22.05 22.05 
Pifky PétatorChips(: &. JORMA be. ie 1 lb. bag 30.38 30.38 32.41 
PlebeG NIC in OsiieA DOCS © ka iaa ck ou oc BN aes 4X 10 15.7 16.6 12.9 
Potatoes; Quebee.sieyre. 5. Franti ae ee. Bh A. Se 50’s EOD een 22eE 4.4 
RRM Rie, ica: ous a, etn REE RHI teue isha Bee: 45’s 33.8 33.6 34.6 
VAR RA Ar ss ode ora tis Wie crate’ tate aay Ae ahd sas 40’s py hoa’ 20.6 29.0 
SU LEN NS LE) 8 Sain ee ile ean Bae it hipcledes 20’s ToL one TOL7 
ETS TAM, IGE Fa cha aiicaGiaete «eis sale oan 163 38.8 30.4 25.6 
eae OPN OL RLOC Th ulice ee eb NS sot aoe aes, e 17’s 30.4 S006 38.8 
Jan. 1964 Jan. 1965 Jan. 1966 
Ree ery aN et cree s one gs Stree area wer ete niave cer wl wate cae BF. O19 | 25/2375 19: 219% 
PICO 5s bees eA ba wakes bs es RRA OFM) ET: - 25.75 27.00 24.25 
(Shickens ss csaere ccna edd Rae SU RTS ae 28.00 28.75 22.75 


Gross Margins as shown are retail price minus supplier invoice price. This gross margin is 
before retailer distribution costs, such as warehousing, transportation, waste and other handling 
charges, which could vary from 2.5 to 6.0% points. 
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EXHIBIT A(7) 


Gross MARGIN VARIATIONS BETWEEN COMMODITY GROUPS 
esas sari eee a ee ee 
SS SSS eee 


Per Cent Margin 


% 
CMTTIER ee ee RS Be ol he 29 See ee ha ew ao ee Ee a 28.07 
Soaps and Detergemta i. ame oe aac fame so 2 I err elec ome ee 19.78 
HiGtse ol Ge NGCCGS faces. otis ab sas oO dace Gin) ee whe se RE Pacer oe ea SaAOO 
Glesusers- and WWashing NelGSs acces aaa. os. es oe eee ore A ewe neo 21.13 
Cheese cs ee OR: dines oe ue es sR ee ee 21.45 
Cinmedav eveta les. tee sate vag. 6 + 2S access he 3 oie Seite cas aaa 22.53 
THeésiihand Beauty Aids: bees. RE yoo MR elt oe Oe ee ee ee 39.22 
UG cee aR OS, FCA Gace S'S. 9. Garis Ge Seiedion Micah” ke PONeRte enum Penne iemcacgs 19.62 
Gir ee, kk ak ie. ges tgs ces eC ee es hs edie 19.88 
Tahaecise ca ad aici See doses occas. 5 Sea i ae eee eee eae 8.25 
GagnedeMilk ancdsCreati cian. « go. + gw-agee es. dee bie erate wont ieee ee te ty 20.45 
TS Ae os edhe A a ais: bs ee en 4.52 


NN  — —— ——— eee 


Gross Margins as shown are retail price minus supplier invoice price. This gross margin is 
before retailer distribution costs. such as warehousing, transportation, waste and other handling 
charges, which could vary from 2.5 to 6.0% points. 
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EXHIBIT A(8) 
RECENT MARK-UP HISTORY OF SELECTED STAPLE COMMODITIES 


October 1966 Mid-1966 
BREAD 
Whitehiced, 24° 074... 4G. 42.4... . FEE... cas as os wd 10.25% 23 .00% 
MILK 
SiOts HOMO 1% bs eh Ce Bie 2s ooh sed tea be § cue © one 4.69% No change 
UGE HOMO cir ae A ce ina cas gage ord ee Cae 12.50% No change 
Eeas 
Grade ‘‘A”’ large (doz.) 
1966 Retail Price % Mark-Up 
J ATUULELTY: «2% geben ace Pag oe wat 2a ea ee os ea 31 13.5% 
A ES os A ek Sk gE Og TREN NE. ok el .A9¢ 14.3% 
QGEO DED he. 5 7 is etoile RRs «A 2 ce Ae enw .78¢ 14.1% 


Gross Margins as shown are retail price minus supplier invoice price. This Gross Margin is 
before retailer distribution costs, such as warehousing, transportation, waste and other handling 
charges, which could vary from 2.5 to 6.0% points. 


EXHIBIT A(9) 


STEINBERG’S ADVERTISING AND SALES PROMOTION EXPENSE AND 
REVENUE FOOD STORES 1960-1966 


PER CENT TO SALES 


1960/61 1961/62 1962/63 1963/64 1964/65 1965/66 


Advertising and Sales 


Promotion Expense.... 2.46% N.A. 2.15% 2.73% 2.78% 2.81% 
Advertising and Sales 
Promotion Revenue...... 62% NAG .93% 92% 1.07% 1.14% 


INGtHRDCUSC... 50 25 ek ena 1.72% 1.85% 1.82% 1.81% 171% 1.67% 
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| EXHIBIT A (10) 
SEPTEMBER 1966 


chain store age 


SUPERMARKET EXECUTIVES EDITION 


} “Our sales increase would have been only 
5% or 6% without ‘Bonus Bingo’ 
... With our game, sales are up 11% 
and earnings up 299%.” 
Robert Magowan, president, Safeway Stores 


GAME PLAYING 
HITS PEAK! 


On tap: bigger cash prizes, more punch card games to 
guarantee more winners, game-continuity-sweepstakes 
tie-ins. Full report with pros and cons begins on 


mr 


ee 
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EXHIBIT A(11) 
. TABLE 9 
CoMPARISON oF Reapy Mapg CoNnvVENIENCE Foop Prices (RETAIL) WITH THOSE REQUIRING PREPARATION 


Ready Prepared Foods Foods that Need Preparation ' 


(Ingredients at Retail Prices) 


Quaker Quick Oats 10 oz. 15¢ 

Dainty Regular Rice with ingredients to make 
fried rice 10 oz. 20¢ 

Kellogg’s Corn Flakes 10 oz. 28¢ 


. Quaker Ready to Serve Oatmeal 10 oz. 37¢ 
. Dainty Instant Fried Rice 12 oz. 39¢ 


Kraft s Sugar Frosted Flakes 10 oz. 35¢ 


Oo PO Ne 


. Kraft Spaghetti Dinner with Tomato Sauce 123 Sy ge Spahetti with Sauce ‘‘do it yourself”’ 12 oz. 
OZ. 6 
. ee Orange Juice 40 oz. carton 49¢ Orchard King Frozen Orange Juice 40 oz. 37¢ 
. Robin Hood ge DEE oa Nae ee eae eae 43¢ Cost of ingredients for home baked cake 39¢ 
DOES TU ile sis are ek im lenald won Paley aoe ele 14¢ 
57 
. Shiriff’s Instant Mashed Potatoes—6 oz. pkg. 35¢ Fresh Potatoes 3 lbs. 2 oz. 63¢ (50 lb. bag). 


Roast Coffee (ground) lb. 85¢ 
Canned peas 12 oz. 2/36¢ 
Canned Green beans 10 oz. 2/37¢ 
Canned corn 12 oz. 2/38¢ 


EXHIBIT A(12) 
COMPARATIVE RETAIL PRICES—NATIONAL BRANDS vs. PRIVATE LABEL ITEMS IN 
STEINBERG STORES 


cont 


. Instant Coffee 4 oz. 60 cups 75¢ 
9. Frozen Peas 12 oz. 2/45¢ 

Frozen Green Beans 10 oz. 2/49¢ 
Frozen Corn 12 oz. 2/43¢ 


National Brand Price Private Label Price Saving 
1. Scotian Gold Apl. Sce. Fey. 20 0z.. 2/48¢  O.K. Apple Sauce. Fey. 20 0z........ 2/39¢ 06¢ 
2. GattusoiVegs, Oil 3200727... 48. : . .93 Steinberg Pure Veg. Oil 32 oz........ .19 .14 
3. Crino Powdered Milk 3 lb.......... 1.29 Steinbergs Ins. Pow. Milk 3 lb....... .99¢ .30 
4. Gattuso Asst. Macaroni 2 lb........ 47 Steinbergs Asst. Macaroni 2 lb....... .35 12 
5. Rite Paper Toil. Tiss. Ass. 650..... Pe Elegant Toil. Tiss. Ass. Col......... 8/97 £28 
6. Kleenex Fac. Tiss. Ass. Co. 400.. 2/71 Elegant Fac. Tiss. Ass. Col......... 2/61 10 
7. Guest Rainbow Napkins 60........ 2/41 Steinberg White Serv. 60............ 2/35 06 
8. Guest Wax Paper 100 ft............. 2/74 Steinberg Wax Paper 100 ft.......... 2/69 05 
9. Frontenac Ice Cream # gal......... 1.05 Ice Castle Ice Cream 3 gal.......... .89 .16 
10. Kraft Canadian Sliced 8 oz......... Al¢ Field O’Clover Cheese sliced 8 oz... .35¢ 06¢ 
11. Mom’s Margarine 1 lb.............. 2/75 Steinberg Margarine 1 Ib............ 2/59 o20 
12. Minute Maid. Cone. Orng. Jc 12.... 2/1.18 O.K. Cone. Orange Jce 123 02........ 2/89 29 
13. York Peanut Butter 48 oz.......... 1.2 Steinberg Peanut Butter 48 oz....... 1; 15 .14 
12. Heinz' Ketchiin 15.02. bs secs. lense od Steinberg Ketchup 15 oz..-...... nee 31 06 
15. French’s Mustard 24 0z............ .35 Steinberg Mustard 24 oz............. .19 .16 
16. Miracle Whip Salad Dress......... .69 Steinberg Salad Dressing 32 0z...... .59 .10 
17. Libby Beans w/pork-Cs. 20 0z..... 2/57 Steinberg Beans w/pork in tom.sc.200z. sige mg 
18. Ideal Cut Gr. Beans Ch. 20 0z..... 2/41 O.K. Cut. Gr. Beans Ch. 20 oz...... 2/35 .06 
19. Ideal Cut Wax Beans Ch. 20 0z..... 2/41 O.K. Cut Wax Beans Ch. 20 0z...... 2/37 04 
20. Niblet Whl. Kernel Corn Fey 14... 2/48 O.K. Whole Kernel Corn Fey 14... 2/37 06 
21. Aylmer Tomatoes Ch. 28 oz........ 2/75 O.K« Tomatoes Clr 28 0f0......4205: 2/70 05 
22. Del Monte Frt. Cockt. Fey. 28..... 51 O.K. Frt. Cocktail Fcy 28 oz,....... 47 . 04 
23. Libby Tom. Jce. Fcy 105 oz........ is O.K. Tomato Jc. Fey 105 0z........ 69 .08 
24. Allen Vita Apple Jce. 48 oz......... .39 O.K. Vita Apple Jce. 48 oz.......... BY 4 .02 
25. Maxwell Hs. Ins. Coffee 10 oz...... 1.89 Cream-O Ins. Coffee 10 oz........... 1.39 50 
26. Salada O. Pekoe Tea Bags 120..... 1.67 Pagoda Or. Pekoe Tea Bags 120..... 1.09 . 58 
27.. Nestle Choc. Quik 2 Ib...+......... . 99 SteinbergiIns. Choc. 2 lb........<... .79 . 20 
28.. Five Roses Flour 10 lb............. 1.15 Steinberg All Purp. Flour 10 lb...... 95 . 20° 
29.. Bold Detergent King Sz............ 1.89 Steinberg Pow. Detergent King sz... .99 .90 
30. Blue Breeze Det. Kg. sz............ 1.99 Steinberg Blue Pow. Det. Kg. sz.... .99 1,00 
31. Dash Detergent Jumbo sz.......... 3.59 Steinberg Conc. Suds Det. 91lb.60z. 2.49 1.10 
32.1 Vel Liquid Det..32 0z.............- 1.09 Steinberg Pink Lotion Det. 32 0z.... .59 .50- 
33. Windex Window Cleaner 20 oz...... 45 Steinberg Window Cleaner Spec. 20.. .29 16 
34. Javex Liquid Bleach 128 oz......... .88 Steinberg Conc. Javel 128 oz......... . 69 19} 
35. Fleecy Laundry Rinse 64 oz........ .88 Steinberg Fabric Softener 64 oz...... .59 .29 
36. Mr. Clean Big Cleaner 32 oz.... 97 Steinberg All. Purp. Big Cnr. 32..... . 59 .38 
37. SOS Steel Wool Pads 10’s.......... . 28 Steinberg Soap Pads 10’s............ 23 05 
pel ae ECT OL VG OE 5 RN 3/1.11 Steinberg Alum. Foilwrap 25 ft...... 3/1.00 mi a 
39. Prestone Anti-freeze. Gal.......... EY Miracle Mart Anti-freeze. Gal....... 2.57 - 60. 
UTA Lise Ge a oe ek ee $38.45 TOTAL, «LL: ccidect he $29.11 $9.34 
OR 24.2% 


Above prices as of September 29, 1966 (Montreal area). 
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EXHIBIT A (13) 


11. Your policy with respect to specials for such items as broilers, beef, etc. 


TABLE 11 


We work prominently on the following commodities in our advertising and 
feature programme. Beef, chicken, turkey, ham, frozen and fresh lamb, veal, 
pork loins. Our method for selecting one of these items each week is taking into 
consideration :— 


Price, time of the year or season, and availability of merchandise. Such 
items as turkeys and hams are featured during the Easter, Thanksgiving and 
Christmas periods which is a natural tie in with these Holiday periods. During 
the winter months we concentrate heavily on featuring beef and pork. During 
the summer period with many people anxious to serve quick and easy meals and 
to do less cooking, such items as B.B.Q. chickens and hams are advertised since 
preparation of these items is less time consuming than beef and pork. When 
fresh veal or fresh Canadian lamb is available in the quantities necessary for 
our purposes, we will advertise these. 


Setting of prices for these features is based on the cost of merchandise at 
time of feature, past history and performance of that particular commodity is 
also taken into consideration. The gross margin earned on chickens 2-3 lbs is 
approximately 4¢ to 14¢ lb.—beef, approximately 10-15%—pork, 12-15%— 
turkeys, 1¢ to 4¢ 1b.—lamb and veal, 12-18%—ham, 1¢ to 5¢ lb. 


The profits shown here include only the cost of raw merchandise to retail 
sales and do not show labour at store level, packaging, depreciation, etc. 


During a feature we never adjust upward on other commodities to make 
up the difference of gross margin lost on the feature product. 


EXHIBIT A(14) 


12. How do you assure yourself that your prices are competitive? 


COMPETITIVE PRICE-CHECKING 


For over fifteen years, Steinbergs has had a program of retail price 
analysis. The present program consists of: 

1. an everyday spot-check on fluctuating price commodities such as eggs, 
produce and meat items and 

2. a complete retail price analysis‘on a regular basis of all major competi- 
tors in our trading areas. From prices collected in each store on over 800 
comparable or identical items, it is possible to determine what the price level is 
in any store or region. 

At the same time, each store manager is expected to keep close tab on food 
prices in his market area and to keep management informed on price levels, 
changes in price and services available in competitive stores. 

As a result of such studies, we have determined that our total value is 
equivalent or better than any competitor in the areas in which we operate. 
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EXHIBIT A(15) 
TABLE 13 


TRENDS IN MARKET POSITION 


CHAINS AND INDEPENDENT STORES 
QUEBEC AND ONTARIO 


Quebec Ontario 

Chain Independent Chain Independent 

Market Market Market Market 

Share Share Share Share 
OGTR ataia sy oP dit, WERE. . “or abn 33.0% 67.0% 60.5% 39.5% 
EME i ie ce ae Recah aa 32.9% 62.1% 60.0% 40.0% 
EOC ee re ee 31.4% 68.6% 59.9% 40.1% 
LSB. Soirecr. bree. Feed. - 30.3% 69.7% 59.2% 40.8% 
LOG 4s foie et hed ote Bb au 68.0% 59.8% 40.2% 
LOGS Co ee oe eee 29.2% 70.2% 60.5% 39.5% 


CP Te ee ee, tee ee ee ee ee ee 
SourcE: Dominion Bureau of Statistics (Catalogue No. 63005) Retail Trade—Grocery and 
Combination Store Sales. 


APPENDIX No. 9 
TABLE I 


CHANGE IN THE Cost oF LIVING IN TWENTY-SEVEN COUNTRIES 


Percentage Change Percentage Change 
1958 to May 1966 In Last 12 months 
RU VEO SG bORs tical fend tie, ake «a0 d > de aes Se oe 12 3 
AAA Asa celebs ania ok viene: tga) Maen Cees ait 15 4 
SSOURUINEAN IE IC or racks er Ress MOMS. 5 «ig 3! < Mos us ae f 3 
Australia. et. lReeoe Mie LU RReeee Lee 18 4 
(STECEON. & Mite este irene means tae, Seiad ORR E ere Oe 19 5) 
INOW CAAT? ccc 2 tec Ake tone sec die ok d con, 21 2 
Belgiimel Nisei bourg.. -, cc.) «. seed oe. eae 21 5 
OSORIO ey alr ie etal eae ses osc wis 2 ROS gk ae 22 4 
WEE SICO Wee hk ti ca Se Guk a ogee ot ee 22 3 
POLGO CaS Ge oe ek ovine a RR ae 23 5 
DWIZETIANG) geet gs tear Ue ae cel es tw 24 5) 
PARISUATI fic Note See er es terrae Been se oe 24 9 
Wnived Wan eons: <n ee ee seer sas ee 26 4 
BREAN sae ey, ae i ee cs Acne, 27 2 
ATISGTIO de pig Shs aee ice Re oe ee en 28 2 
INOPWAY le 8 kee ees oe ne, BRE. BS 28 2 
TAI pee saree rte ek ee ee cnt ica ae <M 32 3 
Ol eee ee eee lid peat acres 33 8 
Beences OUR POR OCIO”. anise Bosted?: 36 3 
LAPT ESTs (OE TPN a Xo 2 ae ee a AR neo 39 4. 
Denmark od ere0 a. th dia ds Salers ox ce. 41) 6 
AL SNA gh bee Sie A og a ANN 2 th RI 50 5 
Prides 0. Se, RS, SM DARI SD. oo 0 9 
Latthy(. as! cen cart hitb ven watet cece bbs cot ties 58 8 
Ne] ATH Cibcie vaNn RN eet Nt ee ieee eR) PREM Acre 62°) v3 
CERIO. Seema cre tae ered ie te 77 11 
PEOROSUR VARS = fore aa te, ee eee eee oe, Cee 163 37 


Source: International Monetary Fund, International Financial Statistics August 1966. 
@ March figure. 


@) First quarter figure. 
8) April figure. 
) June figure. 
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TABLE II 
CoMPARISON OF CANADA AND UNiTep States CONSUMER AND WHOLESALE PRICES 
(1958 = 100) 
Canadian Canadian 
Import Exchange Rate 
Wholesale Prices Consumer Prices Prices $ 1948=100 
(1) (4) 
Canada U.S. (2) Canada U.S. (5) 
(1) (2) (3) (4) (5) (6) (7) (8) (9) 
L958). PE esse 100.0 100.0 100.0 100.0 100.0 100.0 100.0 97.06 100.0- 
LOGGER 2 MINE 2 5: 101.2 100.2 101.0 101.1 100.8 100.3 98.2 95.90 98.8 
1960s. ese ese c cs 101.4 100.3 LOte 102.3 102.4 99.9 99.1 96.97 99.9 
LOGIE ee nee 102.4 99.9 102.5 1033 103.5 99.8 102.2 101.382 104.4 
TOG ZS ee ake 105.4 100.2 105.2 104.5 104.7 99.8 106.9 106.89 110.1 
LOGS ME 6 oss 107.4 99.9 107.5 106.3 106.0 100.3 111.1 10785) LAL 
LOGE SI cn Bear 107.7 100.1 107.6 108.2 107.3 100.8 23 107.86 111.1 
TOG MS occ eka 109.9 102.1 107.6 110.9 109.1 101.6 112.6 107.80 111.1 
1966—Jan.-Aug. 113.7 105.2 108.1 114.5 $11.7 102.5 
1965—June...... 110.7 102.4 108.1 het 109.3 101.6 
GUY. 6 Ss 110.7 102.5 108.0 EEE 109.4 101.9 
POD ee cee: 110.4 102.5 107.7 111.4 109.2 101.9 
Bept...... 110.2 102.6 107.4 2, 109.4 101.6 
A 110.7 102.7 107.8 111.4 109.6 101.6 
Ny... .5..0: L114 103.1 108.1 Ua Aaal 109.8 102.1 
3G ae 112.1 103.7 108.1 112.5 110.2 102.1 
1966—Jan....... 113.0 104.2 108.4 112.9 110.2 102.5 
Tebweeens 114.0 105.0 108.6 113.6 110.8 102.5 
WER g Goes ine 105.0 107.9 113.8 tiie? 102.3 
PRDEocceis sis i183 % 105.1 107.7 114.5 $1.7 102.5 
May...... 113.6 105.2 108.0 114.6 111.8 102.5 
June...... 113.9 105.3 108.2 114.9 pi2et 102.5 
OS og ns 114.1 106.0 107.6 H5.3 P25 102.5 
(NEE... 5.5 114.3 106.1 107.7 115.8 113.0 102.5 


Rs ea EE Cs Bett hee sates to il CREE e Se eT ARS, © <n SES ee 
Source: Computed from statistics published by the Dominion Bureau of Statistics, and the United 
States Department of Commerce. 


TABLE III 


PERCENTAGE CHANGE IN COMPONENTS OF CANADIAN AND U.S. CONSUMER 
Pricrt INDEXES 


Percentage Change 
from 1963 to July 1966 


Consumer Price Index Canada USS. 
Bee OSC eee epee SEE su lolivns ie oat acdea teste reer EER at 12.0 8.8 
+ Nou-durables.(éx. 100d ).% god 6 Mas Te 2h. Bi ements + ok 5.7 4.7 
Pas iy TL GT ol Te eee tm ener eee eee ag alin eect one BANE Sein Fi nel ee tas —.2 9 
=BHelLer ee . 1 Meee OA oo, Se SEPT, ARE VM oa ees 8.7 a0 
Siler services... Laws Ot: 2. hts Pee Raee te. Be. Gs 15.2 9.6 


Percentage Change 
from 1958 to June 196 


Wholesale Price Index Canada U.S. 
Farm 
arin y PEOCUELE +c Fox «de Dee Rhein See A UE, ad PER. 12.9 .6 
Industrial 
—Raw and partly manufactured................+-eeere 15.6 — 
—Fully and chiefly manufactured................-e sees. 13.0 — 
ne TOUSLTIAL Gruce Wa berials.. 432 cious > «Becta + oye gos ol — 9.9 
= Ihdtueirial Invermediate IMACCTIAIS. 4. sus 052s sae we. 5 —— 4.5 
= [paustrial aiusned materials. SL) aes ek AES: — Hoe 
Building Materials 
IN lish ICL ER Lie iso aha Si. phe a a wr ae les Wee alrate sw 16.0 
Mer PY LAT: 4 OE EN de a OEE Se ee eee a nN ra 19.3 


Sources: See footnote to Table II. 
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TABLE IV 


UNEMPLOYMENT IN CANADA AND THE UNITED STATES 
(1958—Aug. 1966) 


(1) 

Canada US. (2) 

(1) (2) (3) 

% % 

Ds Os ake One vie OR On kk be a ee 7.0 6.8 102.9 
eae toe cs) ome <8 > Remon 6.0 5.5 109.1 
LOG cs euk POR oo. Pe Ents o's Sue 20 5.6 125:0 
TOs alta: oss eORb «ss © a ee ad 6.7 106.0 
RGGAt. oR Ss ec SER is. « £8 5.9 5.6 105.4 
PRS EAS ost BORE ic. oo Se OE 5.5 Li a i 96.5 
D2 POE occ gM eR 3 ois DORR 4.7 5.2 90.4 
PR y eke kc Gh ts ee See 3.9 4.6 84.8 
EOGG Jal = AUR hg oct eg + ash ache oees a0 3.9 92.3 
1965—-June?: 600. 2.59. Sa ee 4.3 4.7 91.5 
Duly ec: er a... ee 4.2 4.5 93.3 
OS Ale oa amen ee aa 3.9 4.5 86.7 
BDO. « 5: ¢ vleiveire are’ aoe eee 3.6 4.4 81.8 
(Cs svar OOM, f 1.§ 3.3 4.3 76.7 
BOW create he, Baio eee 3.0 4,2 $3 .a 
PCC lca chen 4 eee 1 3.4 4.1 82.9 
TOGG— OAD 6 eyo oi adie Se aw 3.5 4.0 87.5 
CON a aad ee ae 3.5 5 ie: 94.6 
IMAL toes} gic ncn el ee oue 3.8 86.8 
PN Sethe Gears otha < aatea 3.3 3.7 89.2 
IVE aolhs rch ab teal oicls Wad eens tere Bel 4.0 92.5 
RITIOAe bcs ohn ht Shae le den es ey | 4.0 92.5 
DU Me ee eapeciy 4.1 3.9 105.4 
ENIAC SS AES egw emer ee 4.0 3.9 102.6 


Source: See footnote to Table IT. 
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Hon. David A. Croll, Joint Chairman 
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Hollett, 
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McDonald (Moosomin), 
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Thorvaldson, 
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Mr. S. Ron Basford, Joint Chairman 


Members of the House of Commons 


Duquet, 

Gray, 

Irvine, 

Leblanc (Laurier), 
Lefebvre, 
Mandziuk, 
McCutcheon, 
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Nasserden, 
Olson, 

Otto, 

Ryan, 

Saltsman, 

Scott (Danforth) 
Smith. 
Whelan—(24) 


SUPPLEMENTARY ORDERS OF REFERENCE 


Extract from the Votes and Proceedings of the House of Commons, 
September 9, 1966:— 

“Mr. Sharp, seconded by Miss LaMarsh, moved,—That the Joint 
Committee of the Senate and House of Commons appointed by this House 
on March 15, 1966, to enquire into and report upon the problems of 
consumer credit, be instructed to also enquire into and report upon the 
trends in the cost of living in Canada and factors which may have 
contributed to changes in the cost of living in Canada in recent months; 

And that a Message be sent to the Senate to acquaint Their Honours 
thereof and to request the concurrence of that House thereto. 

And the question being proposed; 

Mr. Pickersgill, seconded by Mr. MclIlraith, moved in amendment 
thereto,—That the motion be amended by striking out the words “by this 
House on March 15, 1966’ where they appear in the second line thereof 
and by inserting in the motion as the second paragraph the following: 

“That the Committee have leave to sit notwithstanding any ad- 
journment of this House;”’. 

And the question being put on the said amendment, it was agreed to. 


After debate on the main motion as amended, it was agreed to.” 


Extract from the Votes and Proceedings of the House of Commons, October 
7, 1966:— 

By unanimous consent, Mr. Basford, seconded by Mr. Allmand, 
moved,—That the First and Second Reports of the Special Joint Com- 
mittee on Consumer Credit and Cost of Living, presented to the House on 
Friday, April 1 and Thursday, October 6, 1966, be concurred in. 

After debate thereon, the question being put on the said motion, it 
was agreed to. 

Accordingly, the said Reports were concurred in and are as follows: 


FIRST REPORT 


Your Committee recommends that seven (7) of its Members consti- 
tute a quorum, provided that both Houses are represented. 


SECOND REPORT 


Your Committee recommends that the House of Commons section of 
the said Committee be granted leave to sit while the House is sitting. 


LEON-J. RAYMOND, 
Clerk of the House of Commons. 


Extract from the Minutes of the Proceedings of the Senate, September 13, 
1966 :— 
“The Honourable Senator Connolly, P.C., moved, seconded by the 
Honourable Senator Hugessen: 
That the Senate do agree that the Joint Committee of the Senate and 
House of Commons appointed to enquire into and report upon the prob- 
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lems of consumer credit, be instructed also to enquire into and report 
upon the trends in the cost of living in Canada and factors which may 
have contributed to changes in the cost of living in Canada in recent 
months; and 


That a message be sent to the House of Commons to acquaint that 
House accordingly. 
After debate, and— 
The question being put on the motion, it was— 
Resolved in the affirmative.” 
J. F. MacNEILL, 
Clerk of the Senate. 


MINUTES OF PROCEEDINGS 


THURSDAY, October 20, 1966. 


Pursuant to adjournment and notice the Special Joint Committee on 
Consumer Credit (Prices) met this day at 9.30 a.m. 


Present: For the Senate: The Honourable Senators Carter, Croll (Joint 
Chairman), Deschatelets, McDonald (Moosomin) and O’Leary (Antigonish- 
Guysborough) .—5. 


For the House of Commons: Messrs. Allmand, Basford (Joint Chairman), 
Gray, Leblanc (Laurier), Lefebvre, Mandziuk, McCutcheon, McLelland, Salts- 
man, Scott (Danforth) and Smith.—11. 


In attendance: Dr. R. Warren James, Special Assistant; Mr. Marcel Joyal, 
Q.C., Associate Counsel; Mr. Jacques L’Heureux, C.A., Accountant; Mr. John J. 
Urie, Q..C, Counsel. 


The following were heard: 
Loblaw Groceterias Co. Ltd.: 
Mr. R. G. Meech, Q.C., 
Vice-President and Secretary Treasurer. 
Mr. Alex Agnew, 
Vice-President in charge of Meats. 
Mr. E. Davidson, 
Vice-President and General Manager of Services. 
Mr. George Huffman, 
Vice-President and General Manager. 
Mr. H. Shelly, 
Vice-President and General Manager of Warehousing. 
Mr. E. Rainey, 
Director of Produce Operations. 
Mr. George Astle, 
Merchandising Manager, Grocery Division. 
Mr. W. C. Miller, 
Dairy Department Manager. 
Mr. R. J. Kane, 
Management Consultant. 
Mr. A. Edwards, 
Director of Manufacturing and Bakery Departments. 


At 1.10 p.m. the Committee adjourned. 
At 3.00 p.m. the Committee resumed. 


Present: For the Senate: The Honourable Senators Carter, Croll (Joint 
Chairman), Deschatelets, McDonald (Moosomin) and O’Leary (Antigonish- 
Guysborough ).—5. 


For the House of Commons: Messrs. Allmand, Basford (Joint Chairman), 
Crossman, Leblane (Laurier), Lefebvre, Mandziuk, McCutcheon, Olson, Salts- 
man, Scott (Danforth) and Smith—11. 
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In attendance: Dr. R. Warren James, Special Assistant; Mr. Marcel Joyal, 
Q.C., Associate Counsel; Mr. Jacques L’Heureux, C.A., Accountant; Mr. John J. 
Urie, Q.C., Counsel. 


The following were heard: 
Canada Safeway Limited: 
Mr. W. J. Kraft, 
Chairman of the Board & Director. 
Mr. R. G. Spelliscy, 
Area Comptroller. 
Mr. D. C. McGavin, Q.C., 
Director & Secretary. 
Mr. J. A. MacAulay, Q.C., 
Vice-President. 


At 6.30 p.m. the Committee adjourned until Tuesday next, October 25, at 
9.30 a.m. 


Attest. 
John A. Hinds, 


Assistant Chief, 
Senate Committees Branch. 


ERRATUM 
Proceedings No. 6; Page 320, Appendix 6, Table I: 


Delete: 
Year Can. Ont. Que. 
1965 3.06 3.05 3:22 


and substitute: 
Year Can. Ont. Que. 


1965 2.90 2.92 2.91 


THE SENATE 


SPECIAL JOINT COMMITTEE OF THE SENATE AND HOUSE OF 
COMMONS ON CONSUMER CREDIT 


EVIDENCE 
Ottawa, Thursday, October 20, 1966. 


The Special Joint Committee of the Senate and House of Commons on 
Consumer Credit met this day at 9.30 a.m. 

Senator David A. Croll and Mr. Ron Basford, M.P., Co-Chairmen. 

Co-Chairman Mr. Basrorp: Honourable senators and members of the House 
of Commons, I call the committee to order. 

This morning we have before us representatives of Loblaw Groceterias Co. 
Limited. On my immediate left is Mr. H. Shelly, Vice-President and General 
Manager of Merchandising; next to him is Mr. R. G. Meech, Q.C., who will be 
presenting the brief, and who is Vice-President and Secretary-Treasurer; next 
to him on the far left is Mr. George Huffman, a Director and Vice-President of 
the company. 

Without further ado I will call upon you, Mr. Meech. 


Mr. R. G. Meech, Q.C., Vice-President, Secretary-Treasurer, Loblaw Gro- 
ceterias Co. Limited: Thank you, Mr. Basford. 


Senator Croll, Mr. Basford and gentlemen, we of Loblaws are indeed 
pleased and honoured by your invitation to attend this meeting of the Combined 
Senate-House of Commons Committee on Consumer Prices. 

At the outset, let me say that we welcome this investigation into food prices 
and we are anxious to help this committee in every way possible. If we are 
unable to supply complete answers to all of your questions today, we will be 
pleased to submit detailed replies and any other required information to the 
committee as soon as possible. 

I should like at this time to present to you some wonderful men in our 
organization. I shall call them out by name, and ask them to stand. They are 
experts in their various fields, and they have come today prepared to give such 
information as you honourable gentlemen wish to learn. 

Mr. George Huffman, Vice-President for 40 years, and formerly General 
Manager of our company. 

Mr. H. Shelly, Vice-President and General Manager of Merchandising of 
our company. 

Mr. E. Davidson, Vice-President and General Manager of Services. 

Mr. Alex Agnew, Vice-President in charge of meats. 

Mr. George Astle, Merchandising Manager, Grocery Division. 

Mr. E. Rainey, Director of our Produce Operations. 

Mr. W. C. Miller, Dairy Department Manager, and well known to the 
agricultural group in Ottawa. 

Mr. A. Edwards, Director of Manufacturing and Bakery Department. 

Mr. Chairmen and gentlemen, before proceeding further I would like to 
apologize for the fact that copies of the brief we are presenting this morning are 
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not yet available in the French language. Copies in French are now in the 
process of preparation, and will be submitted to the committee as soon as 
possible. 

It will be noticed that there is a portion in French, which I am unable to 
present to you in its proper and delightful way. However, I want to assure you, 
honourable senators and gentlemen, that my family and grandchildren are not 
overlooking the cultural aspects of the French language. I have seen to that. 

In Canada, we are all deeply concerned with current inflationary trends. 
Wage-price spirals create tremendous problems for everyone. Escalating prices 
mean hardships for many people. Most of all, we deplore rising food costs. We 
can appreciate the consumers’ concern, and I want to assure this committee that 
we are doing our utmost to keep the lid on prices. Unfortunately this becomes 
more and more difficult because of many cost factors that are outside the food 
retailer’s control. 

There are many reasons why price levels fluctuate; there are many factors 
which enter into price variations in specific products. The price the consumer 
pays for nearly every food product today is the sum total of several elements. 

First of all there is the prime cost, that is, the cost of the raw material 
which may come from the next county, or from half way around the world, 
next, the cost of labour to convert or process the raw material; then the cost of 
services in getting the products to where they are available to the consumer; 
warehousing, transportation, handling, etc. 

Finally, there is the element of profit, without which business enterprise 
and economic progress would disappear from the face of the earth. 

Any significant change in the cost of any one of these elements, many of 
which are completely beyond the control of the food retailer, can result in a 
change in the consumer price—the price the housewife pays for food products. 

Today everyone wants higher wages and lower prices. However, when 
wages increase prices tend to follow. This wage-price spiral is one of the most 
difficult forces to control in our whole economic sturcture. 

The Loblaw organization and its operations encompass the activities of 
many controlled companies with varying degrees of ownership and management 
participation. More and more each year, Loblaws represents a thoroughly 
diversified and well integrated operating and holding company with interests in 
many fields of retailing, whosesaling, processing, marketing and distribution, in 
both Canada and the United States. 

In the retail field, the Loblaw organization operates over 600 stores, 
varying in size from a minimum selling area of 4,000 square feet to a maximum 
of 30,000 square feet. Total number of store employees is approximately 16,500, 
of whom 9,000 are full time and 7,500 part time. 

The change in retail food distribution during this century has been great. 
Forty-seven years ago, in 1919, Loblaws self-service stores carried some 450 
items. In 1928 a good supermarket handled some 900 items, by 1952 it had 4,000. 

Today, because of the individual preferences of customers, Loblaws’ stores 
must now stock between 6,000 and 8,000 items, including local products and 
national brands. The number of items carried by the average supermarket has 
been increasing now for many years and is expected to reach 12,000 by 1970. 
This multiplicity of lines costs more to handle and to warehouse, to display and 
to sell, but, since the consumers demand it, the retailers must comply with their 
wishes. 

The components of the organization produce or process a wide variety of 
the products sold in the retail stores, including tea, coffee, nuts, various bakery 
products, biscuits, fresh produce, peanut butter, sausage, delicatessen lines, and 
butter, cheese and other dairy products. While the variety of such products is 
wide, the total in terms of Loblaws’ total sales is small, comprising less than 5 
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per cent of such total. Apart from the foregoing, all purchases are made from 
outside suppliers over which Loblaws exercises no control. 


In Loblaws retail operations in Canada since 1960 the trend of sales has 
been upward. In 1961 reported sales were $471 million. In successive years, 
sales have increased over the prior year by 4.8 per cent, 5.2 per cent, 5.7 per 
cent, 5.2 per cent and 5.6 per cent. In the same period 1961 to 1966 net profits 
have increased each year. However, the percentage of net profits to sales after 
taxes in those years has remained relatively constant. In 1961 it was 1.95 per 
cent; in 1962, 1.98 per cent; in 1963, 1.92 per cent; in 1964, 1.90 per cent; in 
1965, 1.92 per cent; in 1966, 1.88 per cent. These figures are shown in more 
detail in the following schedule. 


LOBLAW COMPANIES LIMITED 


Summary of Canadian Retail Operations 


Year Reported Sales Profit Share Percentage to Sales 
(000,000) (000) % 
1961 471 9,185 1.95 
1962 498 9,860 1.98 
1963 522 10,022 1492 
1964 552 10,488 1.90 
1965 580 11,136 1.92 
1966 613 11,524 1.88 


Since the accounts of the company are prepared on a consolidated basis, 
the profit attributable to the reported Canadian retail sales is on an estimated 
basis. Carrying costs of investments in non-Canadian subsidiaries and dividends 
from such subsidiaries, subject to withholding taxes, are included in the 
above profit. 


OPERATING COSTS: 

Increased costs in many areas of operations have affected food prices. These 
are dealt with in some detail in the pages of analysis which follow. 
SHARPLY INCREASED LABOUR COSTS: 


These are reflected in a graph showing individual salary rises of a cross 
section of our store, warehouse and manufacturing employees between 1960 and 
1966. Several of our labour contracts which continue through 1967 will show a 
further substantial rise next year similar to that shown in 1966 which, it will be 
noticed, was substantially higher in 1966 than in any other previous year. 


FRINGE BENEFIT COSTS: 
These have also risen sharply since 1960. 


TAX INCREASES: 


These have played a considerable part in the increase in operational costs. 
These have been most substantial. Particular reference is drawn to the munici- 
pal tax rises since the last commission in 1958, and the same locations are used 
in today’s brief as were used in our brief in 1958. 


TRANSPORTATION COST RISES: 


Currently in 1966 these have been caused by the settlement of the trucking 
and rail strikes. Both the rails and the road transport haulers have in 1966 
increased rates by 10 per cent. 
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MUNICIPAL TAXES—-REALTY AND BUSINESS: 


These taxes levied by municipalities have been an ever-increasing cost of 
doing business, affecting all sectors of the retail industry. We cite here the 
recent changes in these taxes as they apply to three of our locations. These are 
the same three locations that were used as examples in our 1958 submission to 
the Royal Commission on Price Spreads of Food Products. 


% of 
1958 1960 1966 increase 
North Fleet 
Warehouse $84,933.75 $97,929.33 $140,055.33 76.6 
688 London Store 2,728.43 3,265.48 5,193.88 88.8 
1630 Danforth 
Store (Toronto) 1j91 2275 9,089.35 15,437.04 95.3 


As business taxes are fixed percentages of the realty taxes, they have 
increased by the same percentages as above. 

Business tax rates are 75 per cent of realty taxes for our warehouses, and 
50 per cent of realty taxes for our stores. 


ONTARIO RETAIL SALES TAX: 


This tax which became effective September 1, 1961 in Ontario imposed a 
tax of 3 per cent on a wide range of consumables. Its immediate effect was to 
increase by 3 per cent the cost of maintenance material, equipment, building 
materials (except for a few natural products), the cost of rental equipment and 
telephone service. This tax was increased to 5 per cent effective April 1, 1966. 


FEDERAL SALES AND EXCISE TAX: 


As of January 14, 1963 this tax was extended to include production 
machinery and apparatus and building materials. This resulted in an immediate 
increase in the cost of construction and previously exempt equipment. The tax 
was imposed on a graduated basis, and its full effect has just recently been felt. 
The tax was imposed as follows: 


a DereCehi. veers ae Mite meee June 14, 1963 
GOBER COND 2 sat. erie tb ents nee April 1, 1964 
TT CDe CS COCTIUR oc tcclte, ci Noe naetean iy sere oy January 1, 1965 


The Ontario sales tax and the federal sales and excise taxes have increased 
operational costs as they are applied to building materials, equipment such as 
machinery and fixtures, maintenance parts, rental equipment and telephone 
service. 


GASOLINE TAX: 


This is a provincial tax, and directly affects delivery costs. It has risen from 
13 cents per gallon in 1960 to 16 cents per gallon in 1966, an increase of 23.5 per 
cent. This tax has also been a factor in the increasing cost of P.C.V. transport 
rates. 


TRANSPORT AND RAIL COSTS: 


Following the recent trucking and rail strikes, 1966 rate increases are now 
reflecting approximately a 10 per cent increase over those formerly in effect and 
apply to both railways and P.C.V. transport haulers. 


BETWEEN JANUARY 1960 AND OCTOBER 1966 COSTS ON SUPPLIES AND EQUIPMENT 
MOVED CONSIDERABLY HIGHER: 


Metal cans have increased by 15 per cent. 
Corrugated cartons have increased by 12 per cent. 
Folding cartons have increased by 18 per cent. 


= 
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Glass jars have increased by 13 per cent. 

Printing papers have increased by 16 per cent. 

Kraft wrapping paper has increased by 5 per cent. 

Printed wrappers and labels have increased by 12-15 per cent. 

Meat pre-packaging trays have increased by 16 per cent. 

Cash registers have increased by 17 per cent. 

Maintenance inspection service on our cash registers has increased by 40 
per cent. 

Meat saws have increased by 23 per cent. 

Paper bags are also substantially higher. 


‘WAGE COSTS: 


Wage costs have increased steadily over the past years. The hourly wage 
rates and their percentage increases since 1960 are graphically shown below for 
a representative cross section of our employees. 


HOURLY WAGE RATES 


Meat Cutter—Stores Up 39.5% 
Warehouse Receiver—Up 31.4% 


Grocery—Produce Clerk— 
Stores Up 38.6% 


Lot eae 
| | Cashier—Stores Up 36.9% 


Warehouseman—Up 61.3% 


Packer—Mfg.—Up 54.4% 


ge Office Clerk—Up 44% 


| ‘ 
1960 1961 1962 1963 1964 1965 1966 
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Loblaws spends considerable sums each year in its efforts to reduce costs 
and provide greater value to the consumer. 


By producing or controlling the production or processing of our own 
merchandise, and by merchandising private label merchandise, we help reduce 
the costs of such products and this results in lower selling prices being passed 
on to the consumer. 


Loblaws operates its own fleet of trucks which enables us to keep transpor- 
tation costs down. At the same time it gives us control over our store deliveries, 
and reduces stock-out customer annoyances. 


Recently Loblaws installed a revolutionary new egg-handling system—an 
electronically controlled system of delicate equipment that can carefully select, 
hygienically cleanse, accurately grade and automatically pack over 3,000 dozen 
eggs per hour. This is the first such equipment in Canada, and enables Loblaws 
to speed thousands of sanitized farm-fresh eggs to its stores and customers 
under the most healthful and controlled conditions—conditions which could not 
be met by having these services performed by suppliers. Thus Loblaws’ 
customers benefit by getting the highest quality merchandise at competitive 
prices. 

As a pioneer in the application of punch card accounting in the food 
industry, Loblaws has now undertaken another important and progressive step 
in the installation of the most highly advanced computer equipment available— 
the latest electronic I.B.M. 360 system. This ultra-modern, powerful unit will 
enable us to gain even better control over costs, profit margins, inventories and 
customer service. It will develop new analytical approaches to business prob- 
lems, including more effective control over the various costs and efficiencies, and 
enable us to improve services to customers. 


MARKUPS: 


On the question of Loblaws’ policy in connection with the method of 
establishing markups, our policy mainly is to use the “percentage on selling” 
method but we also employ the “cents markup” method on some items. Various 
factors influence our pricing, such as: 


Competition 


We regularly price check competitors’ newspaper ads and flyers, and 
we also periodically review their shelf prices. 


Psychological Pricing 


This involves the selection of prices that are psychologically more 
acceptable to the consumer. For example, 39 cents is a considerably more 
popular price than 40 cents, and to many people as popular as 38 
cents—therefore items which on the basis of strict percentage pricing 
should sell at 40 cents or 38 cents are frequently averaged out and sold at 
39 cents. 


Seasonal Pricing 


Special pricing prevails at seasonal periods, which are of special 
importance to large masses of consumers. Examples: 


—Preserving fruits at the peak of the season 
—Turkeys at Thanksgiving and Christmas-time 
—Hams at Easter 


| 
| 
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RETAIL MARK-UPS 
Comparison Years 1964-1966 


1964 Gross 1966 Gross 
Mark-up Mark-up 


% Jo 
Cigareties Cartons Gatiénis od deitint BAe PSU 9.5 9.0 
Maple. Leaf Canned; Ham, 14 Ib. . 2.4.0.0 ¢8.00 22.0 220 
Catelli Spaghetti & Macaroni;:2 lb. os. ded. Secae 22:0 22.0 
Sunlight Liquid Detergent, 24 fl. oz. .......... 20.0 20.0 
Mr. Clean Liquid Cleaner, 16 fl: 0Z6 0.56. .04). 45 19.2 19.2 
Campbell’s Tomato Soup, 10 fl. 02. . 0.5... .%06% 16.0 18.8 
Eastlake Choice Tomatoes, 28 fl. oz. .......... 24.2 22.5 
ames are Asa llON wee! tl, vie ee eta ste o tee re 21.4 22.4 
Heinz Strained? Baby sioods! . 241. seTiiid laced, 18.5 17.0 
CECH satig O2ft-- So, JOSk LL  . Pe Re 20.0 20.0 
Nabisco Shredded Wheat, 18 oz. .............. 21.0 2122 
Aylmer Choice Cream Style Corn, 15 fl. oz. .... 21.0 21.4 
#1 White Liquid Honey, 32 0z. ..........80.005 23.0 22:0 
nmRoses, mlous ove lbgon seis rtsodadl. tas. vac BE 15.5 16.5 
Duncan Hines Cake Mixes. ......bOi.ac anaes 2th 18.5 20.0 
White Swan Toilet Tissue, 2 roll pkg. .......... 22.6 24.0 
PA CCIM Duell. [OZ se tay it coe as a avocah tae 20.8 22.0 
Canada’Dry Ginger Ale}'30' fi 027292204 Pee... 20.0 20.0 
Coca-Cola gO coeetin 2.65. sees «ns foe eee 19 1 £921 
Prigé ‘of Arabia instant Coffee wo ects, alee 2 20.5 21.0 
Maxwell House Regular Coffee, 1 lb. .......... 16.0 16.0 
Pride of Arabia Regular Coffee .............. 14.1 £50 
Loblaw’s Red Label Tea Bags 60’s ............ 19.8 19.3 
naladasreatBags: 60'shvelemie). arrale . wie 16.0 16.0 
Sovereign Red Sockeye Salmon, 72 oz. ........ 15.3 20.7 
Mitchell’s Fancy Applesauce, 15 fl. oz. ........ 23.4 23.0 
Niblets Fancy Whole Kernel Corn, 14 oz. ...... 19.3 22.8 


No warehousing and distribution charges have been deducted 
before securing Gross Mark-ups 


BUTTER: 

We are presently paying some creameries 624 cents per pound for butter 
prints delivered to our stores and due to the competitive situation are retailing 
it at 65 cents per pound. Our retail mark-up on butter ranges from 5 per cent to 
10 per cent according to the competitive situation, and geographical location of 
the area has an effect at times. 


EGGS: 

Mark-up on eggs has been stationary for quite some time and ranges from 
a low of 8 per cent to a high of 12 per cent, again depending upon supply and 
demand of the various grades that are offered for sale. In other words, we could 
be obtaining a mark-up of 12 per cent due to a shortage of supply of any one 
particular grade but by the same token, some other grade could be in long 
supply and the margin would be less. 


CHEESE: 

Margins on cheddar cheese from our own production have been rather 
constant for the last several years and range from a low of about 15 per cent to 
a high of 22 per cent, again subject to supply and demand. Quality is an 
imperative consideration in all dairy products. 
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BREAD: 

The retail price of bread was increased by 1¢ per 24 oz. loaf in December of 
1962, another 1¢ in December of 1963, and a further 2¢ in February 1966—A 
total of 4¢ in a 5-year period—that is when sold at full retail price—a total 
increase of 16.66 per cent on the standard national brand 24 oz. loaf. The 
percentage increase in the net cost during the same period is on a parallel basis. 
The lower priced, or “economy” loaf follows a similar pattern as far as cost is 
concerned, this representing a.22 per cent increase during the same period. The 
selling price of this “economy” loaf varies from time to time and in various 
districts. In certain areas the selling price today is actually lower than that of 5 
years ago, but in no area has the increase been more than 4¢ or 20 per cent over 
that of 5 years ago. 


PEANUT BUTTER: 

In the last 5 years peanut butter has increased approximately 4¢ per 
pound, an increase of approximately 11. per cent—the percentage mark-up 
remaining constant during the same period. 

It may be of interest to note that during this same period the cost of raw 
peanuts has increased some 18 per cent. Containers and packing materials show 
an increase of upwards of 12. per cent. Labour charges have advanced approxi- 
mately 30 per cent during this same period. 


PREMIUM STAMPS: 

Loblaws has issued “Lucky Green” Stamps through its Ontario and 
Manitoba stores for over seven years. 

From the first day of their introduction in August, 1959, stamps have 
proved popular with our customers as is evident from the redemption experi- 
ence of 90 per cent to 95 per cent. 

To enable us to decrease costs and give the customer the maximum value, 
we operate our own premium stamp company—Blue Chip Merchandisers 
Limited, which is a wholly-owned subsidiary of Loblaw Groceterias Co., 
Limited. 

The suggestion that consumers pay more when they get stamps with 
merchandise is completely false. Prices are determined by the law of supply and 
demand, and the free competition which is very active in our industry. In our 
case stamps have not increased prices. Stamps have increased store volume, and 
it is this increase in store volume, or greater use of store selling capacity, which 
pays the cost of stamps, not the customer, and a 12 per cent to 15 per cent 
increase in sales liquidates the additional cost of this form of promotion. 

To compete successfully today merchandisers must promote their products 
in one form or another. Stamps are only one type of the many forms of 
promotional media in use. 

Other promotional methods such as Games, Contests, etc. also become 
self-liquidating through the gain in sales created by such promotions. Many of 
these are subsidized by co-operating manufacturers and suppliers who avail 
themselves of the opportunity to join in the promotion, and thereby promote 
their own products. 

Stamps, Games, Contests form only a small part of the overall cost of 
promotional media. If they were not used, it can be safely suggested that any 
cost involved would most certainly be transferred to other forms of promotion 
and advertising. 

In our opinion Loblaw customers like stamps—they want stamps. There- 
fore, we provide stamps. 

The cost of stamps has remained less than 1 per cent of sales and in 
addition, Loblaws’ advertising and publicity costs, after deducting supplier 
advertising allowances, have been the following percentages of sales: 1961—0.8 


_ - 


CONSUMER CREDIT O71 


per cent; 1962—0.7 per cent; 1963—0.8 per cent; 1964—0.9 per cent; 1965—1.1 
per cent; 1966—1.1 per cent. 
RAW OR SEMI-PROCESSED FOODS VS PROCESSED FOODS: 
Below we have outlined the comparative value of the various types of Pure 
Orange Juice available to our customers. Various size containers have been 
converted to a basis of 24 fl. oz. for comparative purposes. 

FRESH ORANGES 

approximately one dozen 24 fi. oz. of juice. Approximate current retail 

.65¢ 

HEAT PROCESSED. 

reconstituted in Canada from frozen concentrate 

214¢ 

FRESH SQUEEZED BY PACKER OR LOCAL DISTRIBUTOR 

Product retailed in refrigerated cases. Frozen Concentrate used in most 

cases when Fresh Oranges unavailable 

373¢ 

FROZEN CONCENTRATE 

6 fl. oz. reconstitutes to 24 fl. oz. 23 3/4¢ 


Using a 12 fl. oz. tin reconstituted to 48 fl. oz., cost to the customer would 
be 224¢ for 24 fi. oz. of juice. 


PRIDE OF ARABIA BEAN COFFEE: 


3 pounds of green coffee is equivalent to 24 pounds roasted bean coffee. 
1 pound bean coffee makes 50/60 cups. 
At 87¢ per pound store sell, the consumer cost is approximately 1.6¢ per cup. 


PRIDE OF ARABIA INSTANT COFFEE: 

3 pounds of green coffee is equivalent to 1 pound of instant coffee. 

A 6 ounce jar of instant coffee makes 75/85 cups. 

At 99¢ per jar store sell, the consumer cost is approximately 1.2¢ per cup. 


PRIVATE LABEL MERCHANDISE 
RETAIL SELL COMPARISON 


Private National 
Brand Brand 


TT Ol Sere OU cll OZe 4. ncytnae cork sepre vede fa ee 143 244 Canada Dry 
Arsenate) LO On. te als ts saat. 39 45 Miracle Whip 
Pride of Arabia Instant Coffee, 2 oz...  .41 59] 

Pride of Arabia Instant Coffee, 6 oz. .. .99 1.19} Maxwell House 
Pride of Arabia Instant Coffee, 10 oz. . 1.53 1.69) 

rrumper instary Conee, 2°07) "..... ... OF .O9 Maxwell House 
Lrumpetiumstant: Coffee, 6.02: s «4.46.08 4 89 .99 Nabob 
qeumpetimstant’ Coffee, -t0-07Z, . ..« o.6 29 1.69 Maxwell House 
Pride of Arabia Regular Coffee, 1 lb. .. sO .99 Maxwell House 
Loblaw Red Label Tea Bags 60’s ..... he OL Salada 

Loblaw Red Label Tea Bags 120’s .... 1.39 163 Salada 

Loblaw Medium Prunes, 16 oz. ...... [OO 45 Sugaripe 
moplawraree, Prames, 16.02. ov... -. er 47 Sugaripe 
Loblaw Seedless Raisins, 16 oz. ...... Ot 414 Sun Maid 
Loblaw White Vinegar, 128 oz. ...... aif le 83 Heinz 

OM aW UICK Mats. O IO... eee re 49 OL Quaker 


Three Little Pigs Sausage, 1 lb. ...... fe) ‘SZ Packer 


572 JOINT COMMITTEE 


In regard to coffee, our own brands are given preferred shelf space over 
national brands. 

In addition, there is generally a price differential of 10 to 12 cents per 
pound in favour of our own brands. 

This also applies to tea, where equal quality of our own brands sell under 
national brands at 12 to 14 cents less. 


BREAD: 


Private label bread retails presently anywhere from 153¢ per loaf to 24¢ 
per loaf. 

Comparable national brands (Toastmaster) retail presently anywhere from 
4¢ to 12¢ per loaf higher. 


PEANUT BUTTER: 

The trend in recent years—as demanded by customers, has been towards 
the “homogenized” type of peanut butter. 

Our own Jack & Jill brand homogenized presently sells at 43¢ per one 
pound jar, compared to a national brand (York) selling at 10¢ per jar 
higher—and displayed side by side with our own private label brand. 

Our Jack & Jill “regular” grind, retails at 39¢ per one pound jar. 

With the upward trend in cost being evident, we introduced a larger or 
“family size” jar (24 lb.) in 1962, showing a saving of more than 3¢ per pound 
to the discerning housewife. 


NOTE: 


We are continually promoting, both in display and “special’’ prices, the 
more economically priced product to encourage sales. 


MEAT AND PRODUCE: 


Meat and produce represent together one third of the sales of a Loblaw 
retail food supermarket. We have always been closely competitive price-wise 
on meat and produce items—furthermore we give premium stamps or in effect 
a discount with all sales in both these categories. 

Typical of Loblaws efforts to give the consumer the best value in relation 
to money spent was its introduction of Proten meat to Canada. Proten meat is 
of such high quality that Loblaws are willing to back up its guarantee of 
satisfaction with a “Double Your Money Back” guarantee. Loblaws has a team 
of meat specialists who do nothing but select top quality meat. These meat 
specialists are highly skilled and professionally trained. 

All Loblaws beef is triple tested by three skilled inspectors—first by the 
Canadian Government, second by Loblaws trained buyers and a third inspection 
is made after the beef arrives at Loblaw supermarkets by another Loblaw meat 
expert. Only when fully satisfied of its goodness is Loblaws’ meat trimmed of 
excess fat and bone and sold. It is prepared by professionally trained experts in 
a manner designed to give customers greater ease in cooking and serving and 
more value for their meat dollar. 

We own our own meat warehousing which enables us to scientifically age 
and cure and control the quality of our meats and thus give our customers the 
highest quality meat merchandise. 

Loblaws has always featured to the fullest extent possible the sale of 
Canadian grown produce and has tried to provide the customer with the widest 
selection available. Loblaws is also a world importer of citrus and other fruits 
and vegetables. 

Although we have invested substantially in the most modern refrigeration 
equipment and employ up-to-date temperature control techniques the highly 
perishable nature of most produce makes spoilage losses unavoidable. 
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It is impossible to control day-to-day prices. Growers’ prices fluctuate 
widely and rapidly in response to constantly changing “‘supply-demand” situa- 
tions. 

Our produce purchase commitments must often be made in advance. 
Projected requirements do not always balance with eventual consumer re- 
sponse. 

For these reasons alone, retail merchandising of produce makes this the 
most difficult of all departments to operate profitably, or even within reasonable 
margins. Original markups which when set appear reasonable often disappear 
completely. 


MEAT: 


Our company has since its inception realized its obligation to the consuming 
public and has endeavoured to supply through its retail outlets the finest 
possible meat products, expertly prepared to provide the most for their meat 
dollar. 

We have pioneered in co-operation with packers improved methods of 
presentation to economize and keep abreast of the consumer demand on such 
items as predressed poultry, fully skinned and defatted and practically waste- 
free hams, and clearview vacuum packed bacon. Another recent improvement 
which has had widespread acceptance is our method of preparing Proten beef 
cuts—practically waste-free and the ultimate for ease in carving. We also have 
presented with success boneless pork loins, again practically waste-free and 
simple to carve and serve. 

From time to time we feature special prices on beef. This is very popular 
with the consumer, but very costly to our operation as our general meat gross 
markup is reduced 8 to 10 per cent by the feature in the areas affected. 

The same popular acceptance is experienced when frying chickens are put 
on special with the same effect of reduced overall meat gross markup. 

It might be noted that our general percentage of total tonnage sold on beef 
is 40.8 per cent and on poultry is 20.0 per cent. These are generally high 
volume, low markup items, particularly when on special. A completed catego- 
rized breakdown on meat sold is shown below: 


CHAIN TONNAGE BREAKDOWN 16 WEEKS JUNE—SEPTEMBER 


1965 1966 

Beef rena to: otek Pein 2 wate eee 39.2 40.8 
Mootle): reo tren. tee. deletes Jat aie 2.8 1 
ReaTnibwN. Sie eet. Teens . SBP Ras See ee PARP 2.5 
Prion GT, PAN See cee ees s cess ( Go 
Poca IVIGCARS 4 oes 20 LAY MR 6 een aoe. dhe! wy elaral 6 «7059 1: 1.0 
SRE TE ok eet - Gere wre Cocca 225 2.4 
"EER Ss WRT, Sea 2 RE A eee 1.9 1.6 
PINOK CC. < DLCALS | agers. enterPoks 0, 40: sap ches 6 o-encton atetal a ey ato 
RECON a NE a hey ne aN seh MN tn toe ene 4.8 4.3 
DU CeCOM ONCOM Se es wie wane here leie sect deo Sieh Siebebetele ates 2.9 3.6 
ehh ti Bt OT, don, ord Aacicaaneret, +e ela vite Gute taee 2.4 yes 
Moomed wiiGatsau eras apc» airs ant eel has oye eles 10.6 10.6 
Roulinye. wacker - setadk antes wir ee oma eed 20.0 20.0 
100.0 100.0 


25012—2 
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AVERAGE SELLING PRICE 16 WEEKS JUNE—SEPTEMBER 


1965 1966 
FEEQ OI +t tare wie Suu /cctmaata ling 2 BE Ueel wee 62.8¢ lb. 70.6¢ lb. 
PAB SMe k ack. Sep) Sree eee 59.9¢ Ib. 63.3¢ lb. 
Proten Beef Regular Beef 
Sell Cost % Sell Cost % 
PUG e LOD tere arcana 671 ch2 47.00 30.60 62.35 44.76 28.21 
June LOGE, tices 64.75 47.15 27.18 64.06 45.14 29.53 
Under or 
Cee GO os 2h 5 x oe —4.4% 03% —3.4% 2.7% 0.9% 1.3% 
1966 PERCENTAGE, BONE Fat & WastTE In Carcass BEEF: 
When converting to retail cuts trim: Proten .... 30.94% 
Regular ... 30.46% 
FRYING CHICKENS: 
Sell Cost % 
JUNE LIGSay Lae heveleh Bie boigte 49 33 32.50 
PIE 96 G29 6. al OA ogi: pense 53 30 33.00 


When frying chickens are advertised they are sold at from cost to 3-5% 
Over cost. 


POLICY ON SPECIALS: 


Policy with respect to specials on beef, fryers, etc. is to rotate the various 
items in geographically arranged groups across the chain from week to week 
to give our customers variety. This arrangement is also necessary on many 
items on which the supply would be inadequate to cover the entire chain at 
one time. 

We advertise in 60 newspapers in Ontario alone. 


CHAIN OPERATING RESULTS MEAT DEPARTMENT 


Gross Labour Labour Cost 
Markup % % per lb. 

¢ 
Sept. LO. POO0, ci. ak ner eee ae 20.6 9.4 4.5 
pete MY Ree oh: 2 SO Pie wrk ante 228 7.7 4.5 
Sepia. 1960 OOO nee ce ui ee oe ae 7.9 4.5 
CT Me LODO. duds id ie ony ie ee ala 22.6 7.6 4.5 
Sep tei LOs 1961 y xe aeeed tie: VA Be 23.9 9.4 4.5 
Dept T1961 we. aethee las 3 gibelany arene 2128 127 4.5 
Peptic: 24 LOGleLL.., abeethe Sette Cees 22,0 7.9 4.5 
Oct d ,19G1.,. Ae see Thess Past hee 17.8 7.6 4.5 
peptn 10,1965 1S ee. ae a ee 19.5 a2 4.9 
Depiisl tT, 11905 sey ee as eee 19.0 7.8 4.9 
eepih24, 1965: cegnas. WOT ae 12 8.2 4.9 
Ogos LIGSirs:, abe MS Oe Oe em Pike 8.3 4.9 
mented) OCG ee ee ie ee 20.6 8.9 5.8 
epi l 1; 066) aw.t ee eee 21.8 8.5 5.8 
Pepi aes, £960 See eee SARA Re 20.5 8.4 5.8 
OctP Er OGG>. .caettes . Reve Sth a aetna 20.2 8.5 nS 


Our costs of wrapping supplies are not deducted in arriving at markup; 
other chains use different methods. 
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PRODUCE: 


Many purchases and sales must be projected for a period of seven to 10 
days to make necessary arrangements for supplies. Since commitments of the 
consumer cannot be pinpointed, as many items are sold on impulse, some 
requirements are underestimated, others are overestimated. For this reason 
merchandising of produce is vastly different from that of canned goods and dry 
groceries because it is much more difficult to retain control over highly 
perishable lines. 


Purchase costs and retail prices change frequently. 


Examples: ‘ 
Number of Number. of 
Commodity Availability Cost Changes Retail Changes 
Lettuce ..... 52 weeks 120 a 
Cabbage .... 52 weeks 93 BH 
Tomatoes ... 52 weeks ay 47 


AREAS AFFECTING THE PRODUCE MARGIN 
(1) INHERENT DISEASE 


PEACHES: 

Peaches made ready for shipment by a grower and inspected meet the.No..1 
Grade requirements. Then they arrive at our warehouse, they are checked 
again by our inspectors and quality is found to be O.K., then shipped to stores. 
Sometimes within two days brown rot has spread any and all stock has to be 
repacked. Customers who purchased in this two-day period return merchan- 
dise and we suffer heavy losses. 


POTATOES: 


Potatoes could have soft blight which is not detectable at time deRaved or 
at our own warehouse; two or three days later breakdown takes place and 
potatoes have to be repacked with loss of 35 to 40 per cent. We encountered — 
experience three to four weeks ago. JB RRSG 


LETTUCE: 


Outward appearance may be very good, but after customer purchases, 
lettuce is returned to store because of an internal disease known as tip burn.: 
This is not visible from the outside, but when cut in half shows brown 
discolouration on inner leaves through to heart. This also contributes to 
dise and we suffer heavy losses. . ; 


(2) WEATHER: 


Flash freezes, abnormally warm weather, extra heavy rainfall, or lack of 
rainfall can substantially reduce supplies. Demand increases and market prices 
increase substantially. This summer we experienced severe drought with. hot 
weather in Ontario and as a result the cost of lettuce went from $2 for a case of 
24 in mid-July to $6 in mid-August. Cabbage went from $1.75 for 16 heads in’ 
mid-July to $4.50 in mid-August. Cauliflower went from $2.75 for a case of 12 
to $4.50 during the same period. 

Naturally when retail prices were considerably higher, customers thought 
we were taking higher profits, when actually our margin was considerably 


lower. 
25012—23 
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(3) PERISHABILITY OF SPOILAGE: 


All produce is alive and once it is harvested there is a gradual deterioration 
in all commodities—and a much faster rate in some others—strawberries, 
lettuce, peaches, celery, grapes, cantaloupes. 

Original margin probably looked very good but anticipated movement does 
not materialize sometimes, and you are lucky to get out at cost or slightly 
above. Fast reductions are a necessity. 


(Shrinkage—lost in retail value from spoilage and trimming and markdown). 


These are examples of Present Margins. 


Grapefruit. . iss e. COSLO Loree sell 5 for 49 264% margin 
Oranges—24 to 31% 
PizecSBst. 4... . wwarad) cost .58 sell .85 31% margin 
cost .58 sell .79 (feature) 26% margin 
izerli2y 7. e. <2) ae cost .45 sell .65 31% margin 
cost .45 sell .59 (feature) 24% margin 


The higher prices are regular prices—lower ones are the feature this week. 


Apples—6 eon sae weal to 27% 
6 quart.. 26k yee Sle sell .79 (feature) 22% margin 
6 quart. . addi ee CORE OD sell .89 27% margin 


Lower price is the attire in effect last week—89c regular price. 


Potatoes—25 pound 
25 pound es dou nee LOOSE CO sell .69 (feature) 13% margin 
Ze) PONG eee at sau tee cost .65 sell .89 27% margin 


Lower price is a feature this week. Higher price—regular. 
Potatoes—10 pound 


LO. porn dewgel? ... SD: ae cost .31 sell .45 31% margin 

Carrots—3 pound 
eo DOUTNUA aan eae aera ne Cost .o1 sell .19 31% margin 
Gauliflowerl . Ptk fag . 2i-aP cost .21 sell .29 (feature) 31% margin 
cost .22 sell .33 33% margin 


During the peak season in 1965—-we were purchasing 6 quart peaches at a 
cost of 882 to 93$¢ a six quart basket but during the last two years the pack 
of peaches has been reduced to a four quart basket. Our cost this past peach 
season for four-quart baskets ranged from 74 cents to 95 cents a four-quart 
basket. 


GROWER CO-OPERATION: 


We feature and promote all local grown merchandise, in season, regularly. 
We advertise weekly features such as 25-pound bags of potatoes, peaches, 
carrots, cauliflower, onions, celery, lettuce. 

Over the years we have co-operated with Mr. D. Williams of the Ontario 
Food Council, when they have requests through grower organizations to move 
surplus crops, which could be potatoes, carrots, onions, turnips, apples and 
peaches. 

It is essential to have a fast wide distribution for fresh fruit and vegeta- 
bles in order to get the merchandise to the public quickly. We have these 
facilities and consequently can alleviate the situation quickly. 

We make special “price cards” and “cappers,” provide the best selling 
displays explaining the necessity of fast action to our store personnel, and as a 
result we have successful promotions. 

We have many market gardeners and large growers, some of whom have 
brought their produce to Loblaws for 25 years. When they encounter surplus 
supplies together we work out ways and means of increasing sales and 
distributing all their surplus merchandise. 
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LOBLAW WAREHOUSE: 


In perishable goods it is of the utmost importance that the least possible 
time elapses between the farm and the consumer. Loblaws’ warehouse never 
closes. Merchandise harvested one day is delivered that afternoon and evening 
and distributed to retail stores in the night. Freshness and good appearance are 
one of the greatest of sales appeals for such crops. The Loblaw distribution 
system enables the products to be delivered even as much as 500 miles from. 
the point of production. 


IMPORTATIONS: 


A large percentage of our importations come from the United States, but 
we still import from many other countries. We bring a large amount of oranges: 
from South Africa and Israel, because we can retail them at a lesser price than 
a similar orange from California. 


During the local growing season dump duties are levied on imported 
merchandise of the same type, and rightly so, but these dump duties are not 
flexible and sometimes are still in effect after the local crop is finished. 


Example: Local lettuce has been finished for two or three weeks, but the 
dump duty of approximately 45 cents per case is still in effect. This all adds to 
extra cost. We stay with all locally grown produce items as long as they are in 
production, even though similar merchandise can be imported and sold at a 
lower price many times during the local season. 


Attached are some recent margins of some of our major commodities. — 


GRAPEFRUIT 
Date Commodity Cost Sell Margin 
$ ¢ % 

EEC 0 OF Raa aie Grapefruit 80 5.15 6/49 PA heat is’ 
S200 st otivs c Agabnda da % 80 5.30 6/55’ 27.69 
RO LT, ses e Pe; oes eS 4 80 5.20 6/49 20.36 
Be ghd TOs oon oo Tees «os = 80 5.55 6/59 29.47 
Baer CMM lOE GG ou ee obo 5 ry 80 5.40 8/65 16.92 
Mareb 24-66. ....88...... a 80 5.35 6/59 32.02 
at he “A 80 5.55 6/59 29.47 
Pee OO. siia aye toe 8 ae ss 80 5.90 6/65 31.94 
Mayors 06... 2) ae.. ae e 40 3.05 6/69 33.69 
PE Sy7t 20506... el waite fc a 5 i 40 4.20 5/69 23 .90 
punere-66.. «i422 BEG. ». “s 40 4.10 5/69 25.71 
DUNneMOFG0. 44. 2. a Ba eas 48 3.50 5/59 31.08 
OO bs oie, eke ia Snide 4 48 3.90 5/59 31.08 
Boly ibe 6660 BRR r 48 3.90 5/59 31.08 
USGS SS a ea 4 48 3.90 5/59 31.08 
MI OLB AGG hai 5 ctee OH, Gln! - 48 3.90 5/59 31.08 
Pept O0s isaac. Pe esa: ie 48 4.15 5/59 26.66 
BI UOEOO ci cs hi ee oes " 40 4.50 4/59 23 41 
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Date 


Jan. G-bG.... .. 


Jan. 27-66. 


C8 So Ure we ea ets eo a le 


OE een basins Gives,<vlee & 


Feb. 10-66..... 


Feb. 24-66...... 


March 3-66............ 


WIC 24-00. keene cc 


April 7-66. 


eR -66 (1) et oo ha 


May 4-66. 


May 12-66 


May 19-66 


wae) is? fey ©. 9) lk SIONAL LS. 6 aap ive 


$2 ED Bw 6 ee Se 6 8 


€ [ell 6) v6. rw 1S) "6 ieienib) ene) a) jaa 


ONE LZ SOG OR Rah ce te 


June 16-66 


July 7-66....... 


July QSx0Gx0 oven e, AR wee 


BRIE Ailes OO. ail iy Glee oe 


Sept. 15-66.... 


Sept. 29-66..... 


Commodity 


Oranges—Navel 113 
IT; mM Sc 


Navel 138 


—Navel 88& 
—Navel 113 


—Navel 88 
—Navel 113 


—Navel 88 
—Navel 113 


—Jaffa 105 
—Jaffa 123 


—Navel 113 
—Jaffa 123 


—Navel 88 
—Jaffa 105 
—Jaffa 123 


—Navel 88 
—Jaffa 105 
—Jaffa 123 


—Navel 113 
—Jaffa 105 
—Jaffa 123 


—Navel 88 
—Navel 113 


88 
113 


—Florida 80 
88 


88 
—Florida 100 


—§.A. Navels 88 


aN 
one 


— 
ane 
ene 


—Valencia 113 
—Valencia 138 


—S§. Africa 88 
—S§. Africa 112 


—S. Africa 88 
—S. Africa 112 
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PEACHES 
Date Commodity Cost Sell Margin 
$ é $ 7 
ML ee yt et, ag Peaches 4 X 4 qt. 3.60 90 bsk. 1.19 bsk. 24.30 
MUR LOTOOT. «el. es: oe 4 4qt. 2.95 7334 9 6.63 
Bepwu Ge... SNE... ele 4) 5€'4°Qb. 3760 8714 .99 11.60 
Bept: 8706501 vin eat ial “a & Xx 4.qte 3:70 9214 1.19 22.25 
BD Big Ooo om oyusi eupceees 213 “ 4X 4 qt. 3.80 95 1.29 26.34 
Sept. 22-66 “4X 4 qt. 3.80 95 1.29 26.34 
Bepts 2940690 ARTES ee “4X 4 qt. 3.80 95 1.29 26.34 
APPLES 
Date Commodity Cost Sell Margin 
7 

_AS ES eee toner McIntosh 6 qt. .68 .89 23 .59 
Spy 6 qt. 73 .99 26.76 

Mair y20-O0...5.2.: feo. sae. MeIntosh 6 at. .64 79 18.98 
Spy 6 qt. .70 .99 29.29 

Reb. By BGS je sateen AB.. Led. McIntosh 6 qt. .65 89 26.46 
OD PEE SOO coin ema Pek. «ays McIntosh _ 6 qt. 59 15 21.33 
Spy 6 qt. .70 .99 29 .29 

mar. 10-06. CCL oS. c ky: MeIntosh 6 qt. .50 .69 24.00 
Spy 6 qt. TO .99 29 .29 

BVOE S00... ss se ss McIntosh 4 qt. .58 .69 15.94 
Spy 6 qt. .70 .99 29.29 

pr 2866.06. CUR). Soot. McIntosh 4 qt. .60 19 24.05 
ENS 22 i ie MelIntosh 4 qt. .60 79 24.05 
Spy 6 qt. .70 .99 29.29 

Pune 16-6618 af. a. ROS. | MeIntosh 4 qt. .60 79 24.05 
Spy 6 qt. .70 .99 29.28 

BT Ys lO 8 ere ells deensl chines McIntosh 4 qt. .60 .79 24.05 
RE ay, cy as si ge: Wolfe River 6 qt. .60 .89 Oe «Di, 
Melba 4 qt. .60 .89 a2 08 

2 ee ee Wealthy 4 qt. .55 79 30.36 


ae Ss i aie McIntosh 6 qt. .68 .95 28.41 
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BANANAS 

Date Commodity Cost Sell Margin 

¢ % 
DAT tO oie te Ce Bananas 5.50 eau 27 .63 
Ole eae fot ea 4 eo Si yi 5.40 20 28.94 
etes0O ce eer ee oo x “f 5.40 .20 D2000 
IRC BLOGG se. os ete wa os a 5.00 .19 27 .63 
Maret0ens.......8ss...2- rs 5.20 .19 iT bet a 
(CN ail 72 010 ee an - 5.60 .19 26.31 
Ne: | at) i ae) e 5.80 .20 27 .50 
JN oY ay oral C0 See er 5.80 21 30.95 
Mayad=68 0 cis: sya dies « 6.20 Jal 26.19 
Mave lO-OG6)..o.2 shies 6 oc. 8 ‘ eat} 2/39 16.41 
As oy ee ge an a <4 ea) Bea 34.51 
WIGS es aisle eee ee es vi 4.35 “12 09.36 
UIVOLA SOO nk Uh a eats nes iy 4.55 2/35 34.99 
July ES 266 . i... UR toes * 4.35 pio 09.36 
Ne OO Ne WON chs, 6 eanwdnats hs a 5.00 .19 34.21 
Septil06........05.... “ 4.10 12 14057 
coc) 01 aol IH eg are a * 4.60 .19 pala | 
SeitecuSOu nar nee: i 4.40 12 08.32 

POTATOES 

Date Commodity Cost Sell Margin 

% 
WAN O82 30! oS ae os Gas Potatoes N.B. 10 lb. .36 .59 38.93 
Potatoes N.B. 25 lb. ri) 1.09 29.13 
PED AS -GG. o.oo c. catteiane «.< Potatoes N.B. 10 lb. “Or .59 dt28 
1 2) 6a hed 00 a Potatoes N.B. 10 lb. .39 .59 33.84 
IN et CUES 0! Gin gee ae ee ce Dee Potatoes P.E.I. 10 lb. 45 .59 23,12 
Maret (206 205.9. se Se Potatoes P.E.I. 25 lb. 1.05 1259 22°67 
PAI gh OOM Ma ie src Sata Potatoes P.E.I. 25 lb. 1235 1.89 28.57 
Apel O65 oo. eg Potatoes P.E.I. 10 lb. .62 .89 30.68 
DOT WIS 400 6 sso. ds AMER os Potatoes P.E.I. 25 lb. 1.45 1.99 27.13 
WEAN OO. 0’ ante ase Potatoes P.E.I. 50 lb. 2.65 3.49 24.00 
Ma VietO=OO ss... oo yam tose Potatoes P.E.I. 25 lb. 1.45 1.99 Zi els 
UIE Oe cca code «sui Potatoes P.E.I. 50 lb. Zep 3.49 26.93 
25 lb. 1.40 1.99 29.63 
June 9°06 4 bee. oe Oe Potatoes P.E.I. 10 lb. .58 .85 Ol do 
UY AAS BG oc o.oo ets os as Potatoes Ont. 10 lb. May .69 34.62 
AUG WEP OG e ik ow Ses eae Potatoes Ont. 10 lb. t02 .49 34.68 
ete] aA fries 0) 6 aera n-ne aI NE Potatoes Ont. 10 lb. wool .49 30.72 
pepta22=06...... We: s Potatoes Ont. 25 lb. .62 .69 107138 
SCP tre 2 U-O0 Sone eee eee Potatoes Ont. 10 lb. fi 49 BOstZ 
Potatoes Ont. 25 lb. .67 .89 24.69 


SMALL INDEPENDENT GROCER: 


In Canada, food distribution is a vital economic function which has been 
revolutionized by the supermarket concept during the past two decades. Along 
with the chain food stores, the small independent grocer—with over 50 per cent 
of the food sales volume—continues to play a very important role in making 
Canadians one of the best fed nations in the world. We admire the independent 
grocer. 


In the supermarket industry, prices are set by competition, by the free 
workings of the law of supply and demand. Competition is keen, and profit 
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margins are small. Volume is of paramount importance, and the customer 
controls volume. Therefore, supermarket operators must meet the needs of the 
customers in order to maintain or increase volume. This has resulted in an 
increase in the variety and the number of items carried in the store, an 
expansion in services provided, and improvement and modernization of store 
facilities, and a rise in the quality of goods sold. It has also created increases in 
operating costs. 

At the same time, supermarket operators must endeavour to provide 
benefits to employees, and a just return on the capital employed in the 
business. Those who work in Loblaws are entitled to a fair wage, and those who 
put their money in the supermarket industry are entitled to a fair return on 
their investment. As operating costs and interest rates increase, more pressure 
is placed on the whole structure of supermarket costs and prices. 

The supermarket industry is highly competitive. Price spreads among all 
chains are minute. The battle for the consumer’s dollar is keen and unrelenting. 
There is a constant struggle to keep the lid on prices, but rising costs in all 
sectors of the economy—in business, labour and government—have built up 
inflationary pressures that are beyond the power of the retailer to control. 

Coupled with spiralling costs is the fact that food production generally is 
not keeping pace with population. In Canada, in the United States, and 
elsewhere, food supplies are tightening, once-big surpluses are disappearing and 
world demands are growing. 

For instance, there has been a drastic change in the demand/supply 
situation for wheat and for meat. Crop failures have caused shortages of fruit 
and vegetables. Canada, to the surprise of many people, is a big importer of 
food. Besides paying generally prevailing higher prices to the foreign producer, 
the devalued Canadian dollar adds a further substantial increase to the consum- 
er’s ultimate cost. 

I can fully appreciate the concern of this committee over food costs; and I 
know the housewife is concerned, and justifiably so. I too am concerned, as an 
individual and as a businessman. Food is a basic essential. The shrinking food 
dollar means hardships for many people. 

Gentlemen, let me assure you that high prices are no stimulant to business. 
Each price hike puts more products out of the reach of more consumers. The 
supermarkets’ success is dependent on big volume and quick turnover. There is 
no future in slow-moving merchandise. There is no profit in lost sales. 

In closing, I would like to thank this committee for the privilege and 
opportunity of presenting this brief on behalf of Loblaws, and we will be very 
pleased to answer any questions which the members of the committee may wish 
to ask. 

Co-CHAIRMAN Mr. Basrorp: Thank you very much, Mr. Meech. Now that 
you have caught your breath, I will call on Mr. McCutcheon, who is the first on 
my list. 

Mr. McCutrcHeon: Thank you, Mr. Chairman. I did not realize I was so 
early this morning. 

This is a most comprehensive brief, and I would like to ask a question in 
connection with your pricing in various districts. Let me preface that by 
pointing out that I assume you have stores in what are normally called low rent 
districts and stores in high rent districts. Take meat, for example, do the same 
prices prevail in both stores on top cuts and the bottom cuts? 


Mr. Meecu: Mr. McCutcheon, I will let Mr. Agnew, the man who actually 
sets the prices, answer that question. 


Mr. Alex Agnew, Vice-President in Charge of Meats, Loblaw Groceterias Co. 
Limited: Across Ontario we have the same price, with the exception of Ottawa, 
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where we buy locally and they are set locally on a local basis on what we are 
paying for merchandise in Ottawa and district. Prices are slightly higher here 
than in the rest of Ontario. 

Mr. McCutTcHEon: My question was brought on by watching last night a 
public affairs program in which it was alleged that in the high rent districts the 
prices of meats were all high, but down in the low rent districts it was alleged 
that the prices of the cheaper cuts—say, hamburger that the poor working 
people were forced to buy—were much higher, in relation. This was a shocking 
thing to me when I heard this last night. 

Mr. AGNEW: Hamburg can be made to sell at any price. 

Mr. McCuTcHEON: Would you elaborate? 

Mr. AGNEw: If you want lean hamburg, and a lot of retailers—not a lot, but 
some retailers—sell hamburg fairly fat, and you could not fool a blind person 
with that hamburg. Hamburg, to me, covers a lot of territory when you refer to 
the prices of hamburg. 

Mr. McCutTcHEon: I do not want to belabour this point but this television 
program last night intimated that in the high rent areas good meat was quite 
expensive, and in the low rent areas the same meat was a little cheaper, with 
the exception of bologna and hamburg, which was much more expensive. 

Mr. AGNEW: We have not got that situation. Maybe one store is laying all 
the trimmings on hamburg, but that is not general. 

Mr. MEEcH: Mr. McCutcheon, I should like to answer that and say that as a 
matter of our general store policy we would not permit a differential of that 
character. We would not permit it. There is no differential in selling the same 
cuts just because one section of the community is more affluent than another. 
That would be absolutely abhorrent to our principles. 

Mr. McCutTcHrEon: Thank you. Now, might I ask the meat specialist what 
exactly you do to Proten meat that other merchants do not? 

Mr. AGNEW: Swift Canadian have a patent on that. Proten is papaya juice 
injected into the animal. Swift Canadian have the rights to it. 

Mr. McCutTcuHeEon: It is a chemical process? 

Mr. AGNEw: Not chemical—fruit. It is a fruit juice. It is not a chemical. 

Mr. McCutTcuHEon: I see. Is this done to tenderize the meat, or to flavour it? 


Mr. AGNEW: Here are all the facts you need to know about Proten beef. We 
have a few copies of this that we can pass around. 


Mr. MEEcH: Just explain to Mr. McCutcheon briefly what it is. 

Mr. AGNEw: It is to make the meat tender. 

Mr. HurrMan: The tenderizing does not take place until after it is cooked. 
Mr. AGNEW: That is right. It has to reach a temperature of 110 degrees. 


Mr. MEEcH: I understand that this process involves the injection of this 
fruit juice into the animal immediately before it is killed. In that way they 
have discovered that the tissues and other elements that make beef resistant to 
your eating are broken down without any loss of flavour. 


Mr. AGNEw: It uniformly tenderizes the meat throughout the carcass. 


Mr. McCuTcHEON: Would it have the effect of making more edible the 
cheaper cuts of meat? 


Mr. AGNEW: Yes, it would, especially those cuts that are for people who are 
dieting—fellows like me have to diet, you know. 


Mr. McCuTcHEOoN: Does this add appreciatively to the cost? 
Mr. AGNEW: No, sir, not as to value. 
Mr. MEEcH: There is no waste left on the plate. 
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Mr. McCutTcHEON: Percentagewise, does it? 
Mr. AGNEW: No, sir. 


Mr. George Huffman, Director and Vice-President, Loblaw Groceterias Co., Lim- 
ited: You might say that it is a tenderizer that has been on the market for a 
number of years in a liquid form which was spread over the meat. This is a new 
method—an injection method. 

Mr. McCutcHEon: Mr. Meech, at page 7 of this brief you refer to the very 
large increase in your property taxes. I know you want to be fair about this, 
and I will ask you whether there have been additions or improvements to these 
properties in this eight-year period that would look after some of that increase? 

Mr. MEEcH: Not to the warehouse, but I must inquire about the stores. 

Specifically, no building improvements; just improvements in renovation 
and equipment. 

Mr. McCutTcHEeon: Thank you. How much value added to your sales is 
required to cover your labour costs as of 1961 versus 1966? 

Mr. Davipson: I am not sure that I understand that question. 

Mr. McCutTcHEon: In your brief it is expressed as a percentage, or a factor 
of some type, in relation to your value—what were your labour costs in 1961 as 
compared to 1966? What I am trying to establish in my own mind is whether 
your increased labour costs have been a large contributing factor to your cost of 
operation. 

Mr. Davipson: They certainly have been a contributing factor in no small 
measure to the cost of our operation, but if you attempt, in a diversified 
industry like ours—which includes warehousing, manufacturing, and trucking 
in addition to our retail stores—to assess just exactly what individual labour 
increases do in these many forms then I would say it would be an almost 
impossible task to endeavour to break down that kind of information. We can 
certainly show you, and will be pleased to show you—as we attempt to 
demonstrate in the figures we supplied—the differences in the various areas of 
our business from what they were in 1960 up to 1966. 

Mr. SMITH: I have a supplementary question, Mr. Chairman. 

Would you say how much your labour costs are as a percentage of your 
sales? In relation to your sales can you say that your labour costs were such and 
such? This would give us some idea of what the increased productivity of your 
labour force might be. 

Mr. Davipson: Well, sir, with respect to our company, at least, this could be 
a very deceptive figure to this committee. I am sure we will attempt to clarify 
whatever it is you require of us, but in respect of our company the total labour 
costs, expressed as a percentage of sales, could be very deceptive. For example, 
a number of our manufacturing operations which we used to perform in our 
own plants, the labour costs of which were included in our overall total labour 
costs, have been discontinued, and the merchandise is now purchased in a 
different form. The manufacturing and processing is no longer done by our 
company in its own plants. Consequently, that labour cost disappears from our 
labour total, but those products come to us now at a cost which, of course, 
includes the costs that were formerly part of our labour total. 

Additionally, in our company we have made changes from time to time in 
the sources of our supply. Some of this merchandise used to come through our 
warehouses, and the labour costs of handling it and the transporting of it by our 
own fleet of trucks would be included in our total labour costs. These commodi- 
ties are now secured in fairly large numbers directly from wholesalers, par- 
ticularly in areas where distance is a big factor, and where a local wholesaler 
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can supply the merchandise directly to our store at a price lower than the cost 
to us if we bought them, warehoused them and transported them ourselves. 

So, that kind of figure would be very deceptive, but I am sure our 
accountants will try to supply you with whatever you need. 


Mr. McCutTcHEon: Thank you. 


Mr. MEEcH: Mr. McCutcheon, we will supply you with that information, but 
I would observe that the company before you today is not a simple company in 
the food business, such as you have had experience with before. We are a very 
complex organization. You might say that Loblaws is a holding company with 
many companies within it, and to break down figures of this nature encom- 
passes quite a lot of accounting. Perhaps, it can be done, and we will do it for 
you. We will get the question from the transcript, and see that the answer you 
want is provided. 


Mr. McCutTcHEeon: Thank you very kindly. I have here a clipping dated 
Wednesday, October 12, 1966. I wonder if you would care to comment on it, or 
make a forecast—well, perhaps I should not ask you to make a forecast. This is 
datelined Chicago and it is headed: ‘‘“Supermarkets are Slashing Prices’’. It goes 
on to point out that a large can of tomatoes, which was 44 cents previously, is 
now 37 cents; that salad dressing which is 33 cents now, was 39 cents. One of 
the other witnesses before us gave us prices of salad dressing, for example, of 
69 cents for a brand name and 59 cents for a store brand. Do any of your 
companies operate in the Chicago market, and do you think that this reduction 
in food prices in the Chicago area will be coming to Canada? 


Mr. MEEcH: I do not think so, Mr. McCutcheon. It is a special local situation 
to that great city. A very important company, the Jewel Company—it is ironic, 
but when we had a division of Loblaws Company in Chicago, and Mr. Loblaw 
was alive, we gave up that business because of high rents, labour, depression, 
and sold it to the Jewel Company. Now we find ourselves owning the National 
Tea Company, which operates in Chicago all through the Middle West and down 
to New Orleans, and a local price war has developed in Chicago between the 
Jewel and all the other chains in Chicago. It followed pretty well a pattern 
established in Denver where all the chains had a price war. The housewives 
were discontented with the high prices and it resulted in a chain war battle 
where they were selling pretty well around the cost factor. It cannot go on too 
long, in my opinion, and I do not think the practice of a chain war would come 
to Canada. We seem to have orderly-minded statesmen at the head of our 
supermarket businesses that feel a responsibility of conducting business rightly 
and on a basis of permanence. So to answer your question specifically, I do not 
think the falling prices which you noticed in the newspaper could happen here 
in Canada. 

Mr. McCutTcHreon: Why? 


Mr. MEECH: It would be very disturbing to all companies to take the losses 
involved. 

Mr. McCutTcHEon: You inferred that there was dissatisfaction in the 
Chicago area evidenced by the housewives. 

Mr. MEECH: No, I said Denver. 

Mr. McCutTcuHeEon: In Denver. 


Mr. MEEcH: It was a local situation in Denver, and you may have read it in 
the newspapers. We are going through much the same feeling here, and I have 
no quarrel with that. I think it is a wonderful thing for housewives to be heard 
and to understand just what is happening to prices; but I do think that the 
housewives should remember that the chain store supermarket has done an 
awful lot for her in establishing cleanliness in stores, establishing quick 
distribution of farm products and bringing out a lower rate of prices that did 
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not prevail when there were not such strong groups to do the services which 
in our type of civilization is demanded. I think housewives on reflection, are 
truly grateful for the service rendered by the chain store supermarkets. 


Mr. McCuTCHEON: One final question, Mr. Chairman. This headline—not a 
headline—“Thousands and thousands win exciting T.V. bingo, 22 Pontiacs”. This 
is Loblaws’ advertisement. “Wins Pontiac over $3,000. Colour T.V.”, ete. ete. 
Now, I know you have referred to this in your brief, but it seems to me that the 
desire of people to survive and to fill their stomachs is the greatest motivating 
force in the world to go out and buy groceries without this necessity. Isn’t this 
an expense, an additional expense, the consumer is forced to pay? 


Mr. MEECH: I think Mr. Huffman, who has been in this business for over 40 
years and grown up with it, and knows why that particular ad was placed in 
the newspaper knows why it has a competitive strategy, you might say, in the 
conduct of our business, could give you an answer that would indicate to you 
gentlemen that to stay in business, meet your payroll, you have to resort to 
something exciting at times. 


Mr. McCutTcHEon: This is exciting, but is this “thousands and thousands 
win” a factor of additional expense to the consumer? 


The Co-CHAIRMAN: It is not exciting if you don’t win a car. 


Mr. HurFMAN: I should like to clear up one point. I do not think I am as 
good as Mr. Meech points out that I am; but with respect to your question of 
the advertisement you have there, I would first point out that we are not alone 
in that type of advertising. 


Mr. McCutTcHEon: Oh, no. 


Mr. HuFrrMaAN: There was mention made of the conduct of those promo- 
tions, and so on, in the early part of the brief. I always like to think if it was 
not good for us as a business we would not do it. Another thing, that makes it 
good for business is that it keeps our customers happy and brings more people 
to the stores, and thereby more sales; and of course we live on sales—that is all 
we have. We do not feel, and certainly, I can assure you it is not reflected in the 
retail prices, because as the brief mentioned, I am sure it is quite a fact that 
there is a certain amount of advertising appropriation for the purpose of pro- 
motion in all chain stores, or any other business. This happens to be one means, 
becoming part of that over all appropriation for advertising. 


Mr. McCuTcHEOoN: This is fine. Now, we have “Free—24 Peugeot station 
wagons”. This is with another store. And we have got another one here, “100 
winners’—‘‘100 winners”; plus “Go to the races”—is one here. Where does it 
come from? Either from your profits or out of the producer, or out of the 
consumer, or out of everybody? Somebody has to pay for this. Go ahead, 
Senator. 

Co-Chairman Senator CROLL: Who pays for this, is the question you want 
answered. My question was only this, that for days we have been looking for 
the mythical man or the mythical somebody who pays for all these gimmicks. 
That is what we want to know. In the end, isn’t it the consumer? 

Mr. HurrMaNn: Let us say the consumer pays for everything, yes, like the 
newspaper advertising, everything done in a promotional way, flyers, newspa- 
per and radio advertising. Obviously somebody has to pay for that. That goes 
into the cost of the operation and whatever the merchandise is being sold LGV; 
whether it be food, or anything else. Advertising of this type becomes part of 
that; but this type of promotion becomes, as far as we are concerned—I can’t 
speak for anybody else—what we consider a self-liquidating part of our opera- 
tion as far as promotions are concerned; and at the same time we have a large 
number of our suppliers who subscribe to this type of promotion and like to 
join with us, because it helps to promote the sale of a particular merchandise. 
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Mr. McCutcHEON: Well, if all supermarkets got out of races, T.V. bingo, 
and all the gimmickery, and at your next meeting decided not to do it, to cut it 
out, could you not effect some slight saving to the ultimate consumer? 

Mr. HurrMAN: Certainly if all the supermarkets did that in a given area, 
decided to get out of it, it would be foolish for me to say there would not be, let 
us say, a chunk of money which now wasn’t going to be spent for that purpose 
which would be saved, but where it would be spent, I cannot answer that 
question. 

Mr. McCutcHEoN: Well, does it have to be spent? 

Mr. HurrMan: Well, for today’s merchandising, I would say, yes, you can’t 
get away from competition. I think somebody is going to promote in some way, 
there is no question about that. In this way of living today you must maintain 
and promote sales, you simply have to do it, and if you cut it out, you are 
simply going to go into some other form of promotional work. 

Mr. McCutcHeEon: If my wife needs a loaf of bread it is because we are 
hungry for a loaf of bread, and we don’t need that other motivation, I think. 

Co-Chairman Mr. Basrorp: Mr. Huffman, some of the other companies 
which appeared before us—and I particularly recall Dominion Stores—filed a 
statement of advertising and promotion costs. I wonder if your company is 
prepared to file comparable statements. 

Mr. HurrMan: I have a note here from one of our delegation, who points 
out that while some of the chain stores do this, there are many other types of 
business which do the same type of promoting, which all adds to the cost, if 
such exists. The gas stations, for example, are doing the same thing right now. 
It adds to the cost. j 

Co-Chairman Mr. BasrorD: We might get to gas stations later. 

Mr. HuFFMAN: I am drawing a comparison between forms of industry. 


Co-Chairman Senator CROLL: I want to put something on record and then 


ask questions on it. On October 18, Mr. Douglas Williams, Chairman, Ontario 
Food Council—I think reference was made.to him—spoke to 300 people at the 
C.N.E. building and said: 

Consumer thinking will have to go back beyond many of the retail 
practices of today, extravagant promotion, the mad rush for trading 
stamps, the premiums, the so-called advertised specials, the games, the 
contests, the cent-off deals, gimmicks in all of their forms—all designed 
to entice the gullible customer and all of which she pays for heavily out 
of her pocketbook. 


On page 18 of your brief you give a breakdown of your publicity costs. You 
started into this gimmick business in 1960. In 1961, the publicity cost was .8%. 
In 1966 it was 1.1%. If my multiplication and addition is right—I am not in the 
new arithmetic game—I think it is 28 per cent increase in cost. 

Let me take you one step further. The A & P, giving evidence before this 
committee, on its opening day of hearings of food chains, showed a survey made 
by an independent pricing service, on September 14, 1966. The A & P does not 
deal in premium stamps and gimmicks, and they said so here. The pricing 


service indicated that, on 2,364 of Loblaws that were checked, of comparable. 


items, with A & P, Dominion and Steinbergs, in 683, and in 29 of A & P, the 
prices were the same. 


In 1,498, Loblaws prices were 63 per cent higher; and in 183 they were 8 


per cent lower. 
Senator McDoNnaLp: Sixty-three per cent of the items, were higher in 
Loblaws. 
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Co-Chairman Senator CROLL: You are quite right. Sixty-three per cent 
were higher and 8 per cent lower. As I recall, they spent less than 1 per cent on 
advertising, and have for some time. Would you like to comment on that? 


Mr. H. Shelly, Vice-President and General Manager, Loblaw Groceterias Co. 
Limited: Senator Croll, that same company uses contests and also stamps, in 
other cities. 

Co-Chairman Senator CROLL: Not in Canada. 

Mr. SHELLY: Not in Canada, but I see their advertisements all the time and 
in some places they use both at the same time. I think the answer is that these 
are two advertising merchandising philosophies, they both have their appeal to 
certain people. It so happens that in this particular area they do not use 
promotions of this type. 

As for the 63 per cent that you mention, I do not think it is fair for us to 
have to comment, because we do not know how accurate that sort of comparison 
was. There are many things easily overlooked, which distort the comparison, 
such as quality. In the case of quality there is, for example, the trim of meat. 
We pride ourselves on the very good trim that we have. That is one reason why 
we give double back money guarantee. 

Co-Chairman Senator CROLL: The survey was made by Ambler Pricing 
Service. I was given to understand they are an independent pricing organiza- 
tion in the business of pricing for you or anybody, and they have quite a good 
reputation as far as I know. 


Mr. SHELLY: We are not in a position to say how accurate the comparison is, 
regardless of who did it. 


Senator McDONALD: Does your company use the services of Ambler Pric- 
ing Service? 
Mr. HUFFMAN: We subscribe to that, yes. 


Senator McDonaLp: Could you supply us with the result of a similar survey 
that Ambler have taken on your behalf, recently? 


Mr. HUFFMAN: That could be done. | 

Senator McDonaLp: As close as possible to September 14, 1966. 

Co-Chairman Mr. Basrorp: The senator has asked for a comparable state- 
ment. 

Mr. HUFFMAN: We subscribe to their book. 

Co-Chairman Mr. BAsrorp: The senator has asked for a comparable 
statement, which I believe you have undertaken to supply. 

Mr. HUFFMAN: We would have to do that. 

Mr. MEECH: We have not had a survey by this company, either recently or 
ever. We just subscribe to their literature and information. But if you wish us 
to take a survey, we can do that. I do not think we should—because I think it 
would impeach ourselves with the fact that we would put in too many specials. 

Co-Chairman Mr. Basrorp: I am not going to insist on it, if Senator 
McDonald does not wish to do so. 

Senator McDona_p: I understand that the list of articles priced by Amblers’ 
was taken from D.B.S. Was this not the evidence by A & P? 

Co-Chairman Mr. Basrorp: I do not recall that point exactly. 

Senator DESCHATELETS: I understood this witness to say that the organiza- 
tion of his company is a rather complex one. I would like to know, if you have 
within your organization some affiliate company who would act as wholesalers, 
between the retail organization and the primary producer. 

Mr. MEECH: Would you please repeat the question? 
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Senator DESCHATELETS: We had a company before us a few days ago which 
had a very clear organization—they were retailers and they were buying their 
own products, whether from the primary producers or other concerns. I would 
like to know if you are retailers? 

Mr. HurrMan: That is right. 

Senator DESCHATELETS: Do you have in your organization any affiliated 
organization looking after your supply? 

Mr. HurrMan: No, we do not. We do all our own buying. There is the odd 
place in Ontario where it is more economic to purchase from a wholesaler—for 
instance, up in Sudbury and Sault Ste. Marie—but other than that we do all our 
own buying. 

Senator DESCHATELETS: You say that at this time it is rather difficult to 
keep with the price, that there is a pressure for increases. I understand that 
you are paying, as anyone else, the added taxes—increased transportation costs, 
and so forth. I would like to know if we can say that you are paying right now, 
and over the last year, increased prices to the primary producers, across the 
line. 


Mr. E. Rainey, Director of Produce Operations; Loblaw Groceterias Co. Limited: 
As regards primary producers in this particular end of the business, the com- 
parison would not be worthwhile, because, as we explained, owing to the 
drought this year, we are paying to the primary producer as much as $4.50 
a case for cabbage. If you want to take the same period for last year, we did not 
experience any drought last year and we were not paying any more than $2 a 
case. However, the comparison is not on a parallel line; because of the 
intervening weather periods and other factors, it is not a comparable issue to 
the retailer as far as the primary producer is concerned. 


Senator DESCHATELETS: Now, sir, I would like you to refer to page 17 of 
your brief where you say that prices are determined by the law of supply and 
demand and “the free competition which is very active in our industry.” 

I would like to know exactly what you mean by “free competition.” I can 
see where you would mention free competition, if you are comparing your 
company to other supermarkets. In my view, this would be free competition. 

Now, I am going to advance another point, and if I am wrong I wish you 
would tell me. My impression is that supermarkets such as yours are adjusting 
their retail prices to the prices charged by the independent retailers. I will give 
you just a few details of what I am getting at. The independent retailer has no 
volume of private sales; he has no purchasing power; he has no storage 
facilities; and, still, if we compare your prices with his prices, there is not much 
difference, item by item. And yet you are buying without paying for any 
intermediaries; you have the storage facilities; you have the volume and the 
purchasing power; and my impression is that there is nothing you would like 
better than to retain the present situation, wherein the independent retailer sets 
the prices. 

I would like to have your comments on that? 


Mr. MEEcH: With all respect, I think the position is in reverse. I think the 
independent merchant fixes his prices on what the chains, on a competitive 
basis, ask for. He can afford to do that because he is independent; he has none 
of the wonderful labour set-ups that most of the chains are very proud of: their 
pension plans, their widows’ and orphans’ benefits; and, I suppose, the chains, if 
you were to inquire into the matter, and we are certainly proud of ours, have 
the finest set-up for their employees that you would want to have in the 
merchandising field. 

However, an independent merchant does not need to provide those things, 
because he chooses his help and he also chooses the help that will do him the 
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most good; whereas the large company employs a pattern of labour. You often 
find that you get an employee who is a member of the union and he is protected 
and he stays there. An independent may not employ that particular person. He 
can get the employee he likes, because he can afford to pay him more and most 
likely will pay him more. But his costs are small compared to what the overall 
chain picture is, and the evidence of that is in the early days of the development 
of the supermarket. 

We found that the independent merchant had, you might say, scouts out to 
see where the chain store was going to be located in any given community, and 
he would try to buy next door to the chain store, because he knew that he hada 
ready market and could meet all prices that would be there and develop a good 
business. 

I know this from when I was a boy. My father was a butcher and we had a 
very fine family business on Parliament Street in Toronto. Along came the 
William Davis Company, one of the early chains. I remember my father coming 
in and saying, “Mother, we are ruined. This big chain will just put us out of 
business. They will drop their prices so that I can’t stay in business.’ And we 
had a hard time at the time thinking about it. 

Well, my father flourished; he did well beside the chain store; it was the 
finest thing that could have happened. And that pattern still persists all through 
Ontario and through the United States. 

Senator DESCHATELETS: If you permit me there were no supermarkets then. 

Mr. Mrecu: There were not, but there were meat-grocery chains, and there 
was the embryo of the supermarket. You will recall the William Davis Com- 
pany, although I do not know if you had a counterpart for it in Quebec. They 
were an early chain in the food distribution business. | 

Senator DESCHATELETS: I have a third question, Mr. Chairman, if you will 
permit me. | 

Co-Chairman Mr. Basrorp: I wonder if you would take care, senator, 
to speak into the microphone. 

Senator DESCHATELETS: Yes. On page 22 of your brief, sir, you say about 
meat prices that they represent 4 of the sales of the retail supermarket. Could 
you, very briefly, tell us how you get your supplies of meat? For instance, no 
doubt you buy western beef. 

Mr. MEEcH: We buy through the packers. 

Senator DESCHATELETS: You buy through the packers. 

Mr. MeEcu: Yes. I would like our meat expert to answer that. 

Senator DESCHATELETS: Perhaps I could ask another question at the same 
time to cover what I have in mind. Would it be possible to have a list of your 
prices on meats? I would like your cost prices for 1964, ’65 and ’66 for the items 
you mention on page 24. I would also like your mark-up for these three years. I 
understand that this would be an average. 

Mr. AcNEw: Excuse me, but the items listed there comprise the tonnage 
breakdown of all meats sold in our stores. 

Senator DESCHATELETS: I know that it is on a tonnage basis. 

Mr. MEEcH: You want a complete price list of everything, in other words? 

Mr. AGNEW: This is everything. 

Senator DESCHATELETS: Well, it does not satisfy me. I would like to have 
your cost price and your retail price. 

Mr. AGNEW: On beef? 

Senator DESCHATELETS: No, for all these items on page 24. 

Mr. AGNEW: That is a complete list of all meats. 

25012—3 
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Co-Chairman Mr. Basrorp: I can see the value, senator, of obtaining such a 
statement for beef, veal, etc., but it would be very difficult and not very 
meaningful to the Committee to have a price list on smoked meats, for example, 
which is a pretty diverse line. 

Senator DESCHATELETS: Well, I have just one last question, then, Mr. 
Chairman. The witnesses said that their firm is interested in big promotional 
sales which are adding to the volume of sales, and we understand this. 
However, at this time, when the consumers have expressed their concern at the 
retail prices, would a firm like yours not think that a crash program of reduced 
prices would be the biggest promotion you could imagine? Does your company 
not think of taking a lead in that direction? 

Mr. MEEcu: We would certainly like to give some leadership to a program 
of reducing prices, and we are hoping that, arising out of your deliberations 
here, where you meet the whole segment of the retail and wholesale food 
distribution business, that some plan can arise that can possibly bring about 
uniformity in the conduct of business, or at least more so than what we have 
today, so that companies will be enabled to operate under the same level of 
costs. 

This could come by legislation. We do not want too much order or 
regulation in a free enterprise economy such as we are proud of here in Canada, 
but certain measures of regulation could be introduced which would be most 
satisfactory to the housewife by removing these specialized games and these 
give-aways, or, for that matter, even stamps. 

We are very open minded on anything that will be a program for the good 
of our country. 

Mr. McCutcHeEon: Mr. Chairman, may I ask a supplementary question? 

Co-Chairman Mr. BASForRD: If it is every brief and snappy. 


Mr. McCurcHEon: It will be brief; it has to do with meat products. One of 
the previous witnesses here pointed out that during 1966 they had to pay an 
increased price, for example, for pork loins—to mention one—during the course 
of the year. Yet accordingly to previous evidence given before this committee 
the price paid to the producer during this period of time had dropped. I have 
the figures here, but I shall not belabour you with that. Did you have the same 
experience of increased prices for your beef from the packers? 


Mr. AGNEw: In what period? 


Mr. McCutcuHeon: During 1965. Let me quote for you—in June the price 
for choice steers in Toronto was 26.86. That was in June 1965, and in June 1966 
they had dropped to 26.08. Yet the price at the retail and apparently at the 
wholesale level had increased during that period of time. 

Again with pork, if I might just read this, and I am sorry to take up the 
time of the committee—but in June of 1965 Grade A carcasses were 34.81 and 
38.39 in June of 1966. Then in September 1965 they were 36.88 and in 
September of 1966 they were 33.92. Yet the retail prices in both of these 
products were away up, according to the D.B.S. figures, at the retail level. The 
other witnesses said they were up at the wholesale level. Why is it that the 
price to the producer dropped while the price to the retailer and wholesaler 
went away up? 


Mr. AGNEw: I would have to check on that and submit the figures later. We 
do not buy live cattle or hogs. We buy cuts. I can give you the figures on cuts. 

Mr. McCuTcHEOoN: But I would like— 

Co-Chairman Mr. Basrorp: I have you down on the list again, Mr. 
McCutcheon. This was a supplementary question. Mr. Saltsman. 

Mr. SALTSMAN: Mr. Chairman, I would like to return to this question of 
advertising. I was quite interested in it and in some of the comments made that 
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it was necessary for firms to maintain their advertising budgets in the face of 

the other promotions going on. Is this correct? As competitors do you have to 

compete in this particular field? I also gathered from what you said that some 

regulation on advertising that would apply to all people in the industry would 

be welcomed as the way to bring some order into the situation. Is this correct? 
Mr. MEECH: Yes, if it applied to all merchants it would be a good thing. 


Mr. SALTSMAN: Is this because you feel that advertising, under some 
circumstances, can raise the cost of goods and services to the consumer? 

Mr. MEECH: Well, without advertising you would not sell your product. The 
newspapers are our strongest backbone in the promotion of our business. 


Mr. SALTSMAN: Do you sell your products because you advertise or because 
people need food? 


Mr. MEEcH: Of course they need food, but by bringing to their attention the 
fact that you have lamb in season right now as well as pork at its best or beef 
at its best, you put the idea into the housewife’s mind that now would be a good 
time to purchase such items. Therefore you bring that to her attention. 

Mr. SALTSMAN: I think all would agree that there is a very legitimate role 
for advertising in the sense of informing the consumer of specials or seasonal 
opportunities of this type. But how much of the advertising you do is informa- 
tive and how much is promotional in scope? By this I mean that giving away a 
car does not tell the consumer the prices applying on any particular day. 

Mr. MEECH: It is a gimmick like all these, and it is the product of a fertile 
imagination on the part of the merchandiser who wants to get ahead in com-— 
petitive strategy. I think many merchants would like to see these abandoned. 

Mr. SALTSMAN: Do you see the possibility of differentiating between the 
kind of advertising that is helpful to the consumer and the kind that does not 
help the consumer in terms of making a choice? 

Mr. MrrEcH: The public fancy is also involved here. A lot of mecenie are 
anxious to play games and have these contests. It is all part of their present-day 
life to engage in these adventurous things. It is a challenge. 

Mr. SALTSMAN: If this is the case, should we not legalize gambling rather 
than do it through the supermarkets? In that case I would not have to pay for 
those who wish to gamble. As one of my colleagues said when he went in to a 
gas station, “How much is the price of gas without a trip to Florida?” . 

Mr. MEECH: Have you ever considered how dull it would be for a housewife 
to go into a store and see nothing but price tickets and a display of produce? It 
would lose all the romance of life. 

Mr. SALTSMAN: Why not give the customer the opportunity to make the 
choice? 

Mr. MEEcH: I think if this committee develops a rearch department which 
could bring in some sort of idea that would be uniform, I am sure we might all 
agree, but we would all have to agree before we abandon what has been proven 
to be a successful medium of sales. 

Mr. SALTSMAN: I appreciate your testimony very much, and I think it has 
been very frank and very much to the point. It has given us a new insight into 
the problems of advertising within the trade as it is. 

Now I would like to refer to page 13 dealing with retail markups. The 
prices on which these markups are based are not shown. Can we assume that 
the actual prices—just ignoring the markup for the time being—that the actual 
prices have not been declining over that period of time? 

Mr. HUFFMAN: You could assume the prices have not declined. I would not 


want to say that there are not one or two cases where this has happened. 
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Mr. SALTSMAN: But as a general rule they have not been declining and 
possibly have been increasing on these items over that period of time? 

Mr. HUFFMAN: That is right. 

Mr. SALTSMAN: I would like to draw your attention to the fact that of all 
those items there are only five in which the markup has been reduced while on 
the other hand there are 12 items on which the markups have been increased. 
Then on the understanding that the prices have at least remained constant or 
have increased to some extent, you have not only had an increase in price but 
an increase in markup. How would you explain that situation? Why should 
these prices be marked up higher than they have been in the past? 


Mr. HurFFMAN: Well, Mr. Saltsman, this happens to be, as I am sure you 
understand, a list out of many thousands of lines. It has been prepared here 
because they are good lines for comparison purposes. They are popular lines 
and are in demand. But if you refer to the previous part of the brief where our 
costs through taxes are increased, you will see that the cost of labour and other 
various factors have increased to put prices up. I think that is the reason for tits 
being necessary through the proper mix of merchandise without being specific 
on any one line that you must get more on one line where you cannot get it on 
another. 

It is a matter of when you are working with six thousand or seven 
thousand lines of merchandising, it is very difficult to take certain lines and 
explain why one might be a little higher in gross whereas some others have 
gone down. As a matter of fact, in some cases those that have gone down are 
lines which are much larger in volume. 

Mr. SALTSMAN: On the question of your rising costs. This has been a good 
brief in many ways, but it has a very serious flaw compared to some other 
briefs that have been presented to us, in the sense that you have not given us 
the percentage increases in your costs, as other briefs have done. 

One reference was made to labour costs. Your brief seems to come down 
rather heavily on labour as a reason for the increase in costs. You have given a 
graph showing the percentage increase in certain fields of your labour costs, but 
we do not have—and I think it is very significant to have—how your labour 
costs as a percentage of your gross sales have behaved. I gather you claim your 
operation is not amenable to this type of information. Is your operation so much 
different from everybody else’s operation that these figures would not be 
meaningful to us? 

Mr. Davipson: I think there are considerable differences in our company 
compared to most of the major chains, but we took full cognizance of the 
question Mr. McCutcheon asked, and we will attempt to give you the figures 
requested of us, in the way you requested them, possibly with some footnotes of 
explanation which will clarify the differences as we see them. We can go into 
complete detail of salaries, of everyone of the employees’ rate structures we 
have in our many labour contracts. In most chains I think you will find they 
probably have three or four or five contracts. In our company we have 16, and 
23 different contracts altogether; but we will attempt to comply with your 
request, as you have posed it together with Mr. McCutcheon. 

Mr. SALTSMAN: I think the significant thing to this committee in this 
respect is that we know what your labour and operating costs are as a 
percentage of your sales, and not what the absolute wage might be, because that 
can frequently be related to increased or decreased productivity. So, this is not 
a meaningful figure. 

Co-Chairman Mr. Basrorp: The company has undertaken to supply what 
they can. 


eee eee 


CONSUMER CREDIT 593 


Mr. SALTSMAN: I would like to return to these mark-ups. The figures we 
have on employees’ salaries and welfare benefits, the figures given by companies 
that appeared before us—one company shows a decline in that as a percentage 
of sales, and the other one shows a slight increase over a period as a percentage 
of sales. I would like to compare this with your advertising costs which over the 
same period have increased by almost 50 per cent as a percentage of sales. 

Getting back to page 13, the table headed ‘‘Retail mark-ups,” if we examine 
those items which have gone up—and I would like to mention them by name—in 
almost every instance they are a nationally well-known brand: Campbell’s 
Tomato Soup, up from 16 per cent to 18.8 per cent; vinegar—that is not a 
national brand, I do not think; Nabisco Shredded Wheat, from 21 to 21.2 per 
cent; Aylmer Choice Cream Style Corn, from 21 to 21.4 per cent; Five Roses 
Flour, from 15.5 to 16.5 per cent: Duncan Hines cake mixes, from 18.5 to 20 per 
cent; White Swan Toilet Tissue, from 22.6 to 24 per cent; Heinz Ketchup, from 
20.8 per cent to 22 per cent; Pride of Arabia Instant Coffee, from 20.5 to 21 per 
cent; Pride of Arabia Regular Coffee, from 14.1 to 15 per cent—is that your own 
brand, Pride of Arabia? 

Mr. SHELLY: Yes. 


Mr. SALTSMAN: Sovereign Red Sockeye Salmon, from 15.3 to 20.7—is that a 
store brand too? 


Mr. SHELLY: It is a controlled brand. 


Mr. SALTSMAN: And Niblets Fancy Whole Kernel Corn, from 19.3 to 22.8 
per cent. 

The ones that are down are: Eastlake Choice Tomatoes—is that a store 
brand or a small packer? 


Mr. HUFFMAN: That is a small packer. 


Mr. SALTSMAN: Can there be any implication that under the circumstances 
a small packer to some extent is facing far more competitive pressures than 
perhaps the major or the major advertisers of the major brands, in the sense 
that his mark-up or the mark-up on his stock is going down and, I presume, the 
mark-up on the others is going up? Is there any relationship? 


Mr. HurrMaAn: There would be no relationship at all. 

Mr. SmiItH: A supplementary question, Mr. Chairman. 

Does your company have a policy within a range of products of taking 
generally a lower mark-up on your house brands than on nationally advertised, 
or perhaps not nationally advertised but general brands that are sold other- 
wise? 

Mr. HUFFMAN: Not necessarily, sir. 

Mr. SmituH: I do not quite understand what ‘‘not necessarily” means. 


Mr. HurrMAN: What I mean to say is that in some cases it might be the 
house brands had a structure higher as far as gross profit was concerned though 
they might be selling 10 or 15 cents less than the nationally advertised brands. 
It might be it is worked out on the basis that we feel we could keep well below 
the national brand with a good run to produce higher gross profits. One might 
be 18 and the other 174 per cent. Also competition enters into that because 
actually lack of merchandise competition plays a large part in this, including 
house brands. 


Mr. SMITH: You say you have no policy of taking a lower mark-up on your 
house brands in order to reduce prices? 

Mr. HUFFMAN: Yes, generally speaking, but sometimes this works out that 
as the price goes down in proportion your gross becomes greater, if you know 
what I mean. 


Mr. SMITH: No. 
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Mr. SHELLY: It is quite technical. 


Co-Chairman Mr. Basrorp: Mr. Smith, I have eleven names on the list, and 
I will put your name at the bottom. | 


Mr. SmitH: You do not need to put my name at the bottom or anywhere 
else. I was trying to ask a short supplementary, and Mr. Huffman seems to have 
confused the question. 


Co-Chairman Mr. BASFoRD: I have eleven names on the list, and I would 
remind Mr. Saltsman of that, particularly. 


Mr. SALTSMAN: Thank you very much for your timely reminder, Mr. 
Chairman. 

I would like to ask a very straighforward question. Has there been any 
tendency, on the part of national brand manufacturers, to try to get retail price 
maintenance in the supermarket field, to try to control the price at which you 
sell their products? 


Mr. HurrMaAn: I would say there has been ‘absolutely none, not to our 
knowledge. Is that right, Mr. Astle? 


See 


Mr. George Asile, Merchandising Manager, Grocery Division, Loblaw’s Groce- 
terias Limited: That is quite right. 

Mr. SALTSMAN: I would like to refer to an article in the Globe and Mail of 
Saturday, October 15 last, written by Marilyn Cooper, headed, ‘‘Housewives — 
need stamina to find bargains in food’, in which she did comparison price — 
shopping in six supermarkets, and I would like to read into the record the 
results of her comparison shopping. Nescafé, large jar, six supermarkets—it was © 
not available at one, but in each case the price was $1.69 to the penny. There is 
absolutely no variation in any of those stores. Lipton’s Noodle Soup, with one 
exception the price was two for 27 cents, and the one exception was two for 29 
cents. Ivory soap, medium, with one exception the prices were all two for 33 
cents, and the one exception was two for 35 cents. In Sunlight liquid detergent, 
the prices, with no exception, were all 31 cents. 

I would appreciate your comments on how such a finely tuned competitive 
system manages to arrive at the same prices, or so close to the same prices, 
especially on national brands. 

Mr. SHELLY: Mr. Saltsman, I think that points up as clearly as anything | 
could just how competitive the retail food business is. We do watch each other. 

Mr. SALTSMAN: You feel this price is dictated by the competitive forces? 
This is what determines that the prices remain the same in all these stores? 

Mr. SHELLY: I take it you are wondering whether the manufacturer was on 
the scene in the setting of those prices. The answer was as just given—that is 
certainly not so. 

Mr. SALTSMAN: How do you, as a store, determine how to price Sunlight 
soap? 

Mr. MEEcH: Mr. Saltsman, you can have an ad. all set for the day on which 
it is to appear, and in some mysterious way you hear that someone is going to 
sell it at one cent less. There has not been any change in your policy, but you 
cannot let them have that advantage. So, these prices are fixed by usage, and 
not by any conference. None of the heads of the chains would think of having a 
conference in respect of prices. They would not think of it. 


Mr. SALTSMAN: I would be prepared, to a large extent, to accept your 
explanation of this, but I would like to ask what this makes of the so-called 
competitive system that we have. In other words, how is this system so 


competitive when this practice prevails? Might not the Government just as well 
establish these prices on behalf of the consumer? 
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Mr. MEEcH: They would not do it as well. 

Mr. SALTSMAN: That all depends from whose point of view you say that. 

Senator O’LEARY: I should like to refer to page 9 of your submission, and to 
the twelve items that are listed there with increased costs. I do not question any 
of them except number 10 which reads: ‘“Maintenance inspection service on our 
cash registers has increased by 40 per cent’. Is the basic reason for this increase 
the number of cash registers you are using now due to your expansion? In other 
words, my question boils down to this: Has the maintenance and inspection 
service per unit increased efficiently? 

Mr. SHELLY: Senator O’Leary, I am quite sure that the answer is as I am 
going to state it, that the cash registers are serviced on a contract basis, and this 
has no relationship to the number of cash registers serviced. It is strictly a 
contract based on the number of cash registers, and it is up 40 per cent. 

Senator O’LEARY: Would it not be logical to think that with your increased 
volume you would get a better contract for service per unit? 

Mr. SHELLY: These contracts are made with the manufacturers of the units, 
and I do not think they have more than one rate. 

Senator O’LEARY: Volume does not affect it? 

Mr. SHELLY: I do not think so. I do not know, but I do not think so. 

Mr. HUFFMAN: We get the best rate we think we can get. 

Mr. SHELLY: Yes, I should add that. 

Senator O’LEARY: But, the basic reason for the increase of 40 per cent is the 
number of units. I contend that. Do you oppose that view? 

Mr. SHELLY: I oppose that view. I do not think this has anything to do with 
the number of units we might have had three years ago as against the number 
we have today. It is a cash register maintenance contract, and it is up 40 per 
cent. 

Senator O’LEARY: I would ask you to check that. 

Mr. SHELLY: Certainly. 

Senator O’LEARY: I refer you to page 10 of your submission, to hourly 
wage rates. This does not affect volume because these are hourly wage rates. I 
notice that warehousemen are up 61.3 per cent. What is the explanation for the 
large increase in that particular area? 

Mr. Davipson: The answer is a very simple one. The wage increases that 
were won for these people are reflected in the changing costs per hour that we 
have to pay for warehousemen. 

Senator O’LEARY: And that particular group was up that much more than 
the others you have indicated? 

Mr. Davipson: Yes, the figures are accurate, and they reflect exactly what 
has happened in our company. 

Senator O’LEARY: Thank you. On page 27 you list examples of the purchase 
cost and retail price changes. Would you explain your general policy in cases 
where there are price changes over a reasonable period depending upon 
inventory turnover? What is your general policy with respect to changes in 
retail prices following changes in cost prices? 

Mr. RAINEY: Senator O’Leary, the basis of this, actually, can be explained to 
you quite simply. Last week we had a number of cost changes. Out of four 
purchases of lettuce on four days we had three different prices. The market 
changed three times within that four day period. This statement here means 
that while the cost changes numbered 120 our actual retail changes over the 
same given period numbered 955. 
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If I might exemplify that a little bit, you might take—rather than working 
it on day to day costs we would take our own costs over a period, and average 
them, if possible. 

Senator O’LEARY: Thank you. I refer you to page 30, paragraph 5, where 
you say you have many market gardeners and large growers who produce for 
you. You do not need to answer this question if you do not wish to, but do you 
in any way finance any of these growers who produce for you by way of short 
term credit, or giving them supplies of seed, fertilizer or anything else? 


Mr. RAINEY: No, sir, we have no arrangements along those lines. 


Senator O’LEaRY: I refer you to page 31 where, with respect to local 
lettuce, you say that the dumping duty is still in existence for a period of three 
weeks after the local supply has run out. Has this been a standard pattern? For 
example, last year did this situation prevail? 

Mr. RAINEY: It does not necessarily happen every year, sir, but there have 
been many instances of where the dump duty is apparently fixed on definite set 
dates, and when the local merchandise has completely gone out of production 
there is an area left in which the dump duty is still in effect. This is what I 
refer to, that for three weeks the dump duty has been on imported lettuce at 
the present time when there is not the locally grown lettuce that would 
normally take its place, and we have to import it. 

I just mention that I agree 100 per cent with having the dump duty in 
effect when we have local lettice, or any other type of commodity, in season, 
and rightly so. I have no objection to that. But, I think that if the dump duty 
was a little more flexible so that if, as and when everybody is satisfied that 
there is no other local merchandise available then the dump duty could be 
lifted, which would in turn reduce the cost of the produce to us. 

Mr. SMITH: Just as often the dump duty goes on too late as it stays on too 
long. 

Mr. RAINEY: No, sir, that is not so, in my experience. I would say that in 
most cases the dump duty is on by the time the imported merchandise 
arrives—within a very few days, I would say. 

Co-Chairman Senator CROLL: Senator Smith, was not your statement the 
evidence given by somebody just recently? 

Mr. SMITH: I do not know, Mr. Chairman, but I am not a senator yet. I 
think this was the evidence given in relation to peaches the other day. 


Co-Chairman Senator CROLL: Yes. 


Senator O’LEARY: I have a final question with respect to page 37 of your 
submission, and I refer you to the last but one item dated September 22, 1966. I 
am not asking you about the complexity of the price structure because that is 
difficult, but is there a particular reason for that very low percentage of margin 
of 10.13 at that particular time? 


Mr. RAINEY: No, sir, there is no particular reason, except that that was one 
item we decided we mont feature that particular week, 

Senator O’LEARY: Thank you. 

Mr. McLELLAND: My question is very short, and I do not want a long 
answer. I just want to know if your western division operates separately from 


your eastern division. I am talking about Manitoba, Saskatchewan and British 
Columbia. Do they operate separately? 


Mr. MEEcH: The answer is: Yes. 


Mr. McLELLAND: Do your trucks start from eastern Canada and go out to 
the west? 


Mr. Davipson: Not that far. We have trucking from Toronto as far away as 
Sault Ste. Marie. We have sent for-hire carriers with full truck loads of 
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merchandise on occasion to western Canada, but in the main shipments of that 
kind go from the east to the west by rail. In large measure the products of the 
west are secured locally. 


Mr. McLELLAND: With your trucking setup do you have contracts with 
certain fuel companies? 

Mr. Davipson: Certain fuel companies? 

Mr. McLELLAND: Yes. 

Mr. DAviIDSoN: We put our contracts for fuel out for tender every year, and 
the company changes from time to time. 

Mr. McLELLAND: Regarding wages, do you classify your wage scale as to 
the amount of volume in each store or as to the particular geographical location? 

Mr. DAVIDSON: That is one of the guides. 

Mr. McLELLAND: The volume or the geographical location? 

Mr. Davipson: The volume, not the geographical location. 

Mr. McLELLAND: This has been referred to several times, but I should 
like a little more information concerning it—you have Proten and regular 
beef. Do all your stores handle this Proten meat? 

Mr. AGNEW: Most stores in the west do. We have it in Ontario—all stores 
in Ontario. 

Mr. McLELLAND: In the west how does a customer know whether he is 
getting Proten meat or ordinary meat? Is it classified as such? 

Mr. AGNEW: It has to be labelled as such. That is a Government regulation. 

Mr. McLELLAND: You mentioned a while ago that you buy your meat by » 


Mr. AGNEW: Yes; pork— 

Mr. McLELLAND: You buy your beef by size from packers? 

Mr. AGNEW: Yes. 

Mr. McLeELuanp: In regard to this injection that is made, who tells the 
packers that Loblaws is going to buy this meat, as you say? 

Mr. AGNEw: Swifts have all the particulars of this. 

Mr. McLELLAND: So you cannot buy any meat except from Swifts or an 
authorized packing business? 

Mr. AGNEw: That is right. There is an authorized one in Ottawa, and also in 
Toronto. They have a license on that basis, licensed by Swifts. 

Mr. McLELLAND: I understand that Saskatchewan has no stamps, but there 
they like to play bingo more than others. Is there any relationship between your 
business in Saskatchewan and other places? 

Mr. SHELLY: I know Saskatchewan, I was born there. You are quite right, 
there are no stamps there. We had them for a very short time, for a matter of a 
few weeks, and the Government decided otherwise; but the games are permit- 
ted. There is one running right now, and there is quite a substantial increase in 
business. 

Mr. DANFORTH: My first question has to do with the distribution from 
warehouses. I understood in previous evidence that in a city like Ottawa there 
is some local buying permitted. My question is this. How much authority do 
local managers have, or do they have any authority, to purchase in any local 
district? Is it a policy of the company generally that purchasing is done through 
a main purchasing agent and then distributed to the main local stores? 

Mr. HurrmMaAN: With respect to what are known as dry groceries, unless a 
directive from the manufacturer is given, that is controlled from head office. 
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Mr. DANFORTH: I am particularly interested in fruits and vegetables and 
produce of that nature. 

Mr. RAINEY: Yes, sir. We have a representative in Ottawa, who in turn 
contacts us once or twice a week in regard to the situation here on the 
procurement of fruits and vegetables. We buy a certain amount in Ottawa and 
Windsor or any points considerably distant from Toronto. We buy locally all 
farm produce during the summer season, in fact, from all areas. We have our 
own agents for local producers and they do buy a considerable amount over the 
period in pretty well all our areas where we have stores. 

Mr. DaNnrorTH: I know it is the practice in some chains, and I am 
wondering if it is the practice with Loblaws, where a produce in a local area is 
purchased and shipped to a central warehouse or distributing point, sometimes 
200 or 250 miles away, and then shipped back. 

Mr. Rainey: No, sir, not in our organization—we do not. In other words, 
you would perhaps figure if we were buying something say from producers in 
let us say the London area in relation to Toronto, we would have them bring it 
in big loads and distribute it back to London—is that what you mean? 

Mr. DANFORTH: Yes. 

Mr. Rainey: No, definitely not. It would be very uneconomical for us to 
attempt to do that besides the time we would lose as well. It is much to our 
satisfaction to make our local deals right with the producers in that area and 
supply that area. We do not re-ship from the Toronto warehouse. 

Mr. DanrortH: Mr. Chairman, my next question has to do with the 
principle being involved in the purchasing and preparing for market and the 
actuel marketing in regard to eggs. Loblaws, according to the brief, are 
installing an egg handling system, and I do believe it is because they have the 
provincial licence as an egg grading station and perhaps one or two or more 
outlets. Is this a fact? 


Mr. W. C. Miller, Dairy Department Manager, Loblaws Groceterias Co., Limited: 
Sir, we have been in the egg grading business for many, many years. The 
installation of this new equipment is merely updating in regard to the federal 
licence. 


Mr. DaNrorTH: May I pursue that. Do you then procure your eggs from 
main sources of suppliers on a contract basis? 


Mr. MILuER: No, sir, we do not contract. 


Mr. Danrortu: Is it a fair question to ask how do you purchase your eggs 
from a primary producer? 


Mr. MILLER: How we do it? 

Mr. DANFORTH: Yes. 

Mr. MILLER: By solicitation of the primary producer. 

Mr. DANFORTH: It is not through local egg grading stations? 

Mr. MILuer: No; we do our own grading. 

Mr. DANFORTH: So you do not contract? 

Mr. MILLER: We do not contract. 

Mr. DanrortH: Are there any premiums or inducements to have these 
producers supply Loblaws exclusively? 

Mr. MruLer: There is an inducement for quality. We pay a 4 per cent 
premium for our extra large eggs over the price of large eggs. 

Mr. DanFrortH: Is there any premium paid to the producer for quantity 
shipments? 
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Mr. MILLER: No. We have one price only to producers whether the eggs are 
from 2,000 birds or 100,000 birds. 


Mr. DANFORTH: The allegation has been made that the retail price of eggs is 
very slow in following the trand downward in the purchasing price of eggs. In 
testimony before another committee it was found that in one particular instance 
the pricing in Ontario which is now on a retail carton basis has remained 
constant for a six-week period, while the price to the farmer and producer fell 
25 per cent. 


Mr. MILLER: That is not the case with us. I think I can explain what might 
have been given to you. Our eggs market for many, many years was quoted by 
the federal Government on what is known as a loose basis. A year and a half 
ago the producer section felt that this loose basis of market quotation was a 
representation of only about 30 to 40 per cent of the eggs marketed and could 
be, let us say, manipulated if some dealers wished to do so. The federal 
Department of Agriculture took it upon themselves to survey the situation and 
ran months of so called dry tests and they came up with a final conclusion, 
which was approved by the producer’s group in Ontario, of a weighted average 
on the eggs sold in cartons rather than loose. 

Mr. DANFORTH: Wholesale-retail? 


Mr. MILuER: Right. Subsequently, this was changed because the chain stores 
volume being mixed with other wholesalers volume created a situation which 
you are referring to where the market price was held higher or steady. Now, 
other egg dealers at the same time were not able to sell their eggs in cartons. 
They were selling loose, and during a period of declining market, if they cannot 
sell to me or other chains, or other people in the carton business, what are they 
going to do with loose eggs, they just have to find a market for the best price 
they can obtain. I think that is the period you are referring to. I may be wrong, 
I do not know the dates, but I think that inference can be obtained. I am sure 
that Iam on the right track there. 

There is still considerable discussion on this particular point of what is the 
right market for eggs. I have been in Ottawa since Sunday with the federal 
Government and the Canadian Produce Council, which is a body operating 
throughout Canada, and this subject was again discussed at that level. 

My own personal opinion is that the so-called carton price, or weighted 
average carton price, as it exists today, has removed—this can be proven by 
charts which the federal Government has—it has definitely proven that we have 
taken the low of the valley and the peak of the hill off. Eggs have been on a 
more stabilized price for the past one and a half to two years, and this ties all 
the way back to the producer. 

In regard to the high price of eggs to the consumer at the present time, we 
do not like to forecast—if we knew all the answers we would not be here but 
under the palms in a different climate—it is safe to predict that egg prices will 
be very much lower in the month of March, 1967. 

Mr. DANFORTH: On the fluctuation of prices, a figure was given—120, I 
believe—fluctuation in the purchase price, with a much less fluctuation in the 
cost at the retail level. There is a popular belief that the retailer takes 
advantage of this, to the extent that the change in cost, reductionwise, is very 
slow, in comparison with the way they change their price when the price goes 
up. In other words, is it not true that, when the price to you as a retailer goes 
up, the increase is placed immediately on the stock in hand, and that there is an 
additional profit there; whereas when the fluctuation is the other way, the 
retailer gains the profit on the other end as well. 

Mr. RAINEY: In this particular field that you mentioned, the area of lettuce, 
it does not work that way. It is not unusual, it has happened many times, to 
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experience cases where we have seen the market go from $4 down in one week 
to $1.50. As to our prices at the $4 rate, we have merchandise rolling, we cannot 
wait, we would have stock at a high price, when we have merchandise coming 
in the following week ‘at a much lower price. So we have to get down 
immediately, because we cannot store it. It is a highly perishable commodity 
and we must keep it moving. There are many times when it would be very 
profitable if we could store it, but we have to face the facts. We must be ina 
position to absorb it, when we know we have more coming in for the following 
week at a lower price. 


Mr. DANFORTH: What about an unperishable commodity like eggs? 
Mr. MinuER: They move exactly like the others, according to the market. 


Co-Chairman Senator CROLL: On page 32 and subsequent pages, you deal 
with grapefruit, oranges, peaches, apples, bananas and potatoes. There is a 
pattern here, which appears throughout, I think. As to grapefruit on page 32, 
for March 10, 1966 grapefruit 80 was $5.40 and the mark-up was 16.92 per 
cent. A little mee the cost was $5.35 and your mark-up was almost doubled. 
Taking another instance, April 28, 1966 the cost was $5.90 and your mark-up 
was 31.94 per cent. In May, you ‘bought them at $3.05—was that a different 
commodity? 

Mr. RAINEY: It was a different pack. 

Co-Chairman Senator CRroLu: It was the same thing? 

Mr. RAINEY: Yes. 


Co-Chairman Senator CROLL: The cost was down but the mark-up was up. 
In June 2, 1966 the cost was $4.10 and the mark-up was 25 per cent. On June 16, 
the cost was $3.50 and the mark-up was 31 per cent. I am not going through the 
rest of these, as I have not time, but the pattern is there, as I have said. How do 
you explain the fact that you are paying less and charging more? 


Mr. RAINEY: On these items, and on many other items listed, when you take 
that mark-up that you have quoted, March 10, 1966, 16.92 per cent, it is part of 
our operations, to take different commodities, perhaps on a feature basis. We 
feel that we should put most of every item we have in a feature item at 
different times, to the consumer, to stimulate interest. That is why the mark-up 
shows 16.9 per cent. It is not the least bit out of line in the case of grapefruit, to 
take a mark-up of around 29 per cent to 31 per cent. We have wastage in 
grapefruit, shrinkage in the stores. These margins, when you look at them on 
paper, look very good, but this is not necessarily the way they work out. There 
are many times when we have grapefruit which count 80 to the case, where we 
lose five or six, or probably more out of the same case. This has to be covered 
in the gross margin. Also, there is loss due to shrinkage in the stores, where 
they are picked over and we have to reduce the price. This margin is not in any 
way, shape or form, too high. 


Co-Chairman Senator CROLL: I did not argue the margin with you at all. 
That is not my question. My question is, why, when you were paying less, you 
were charging more. That is my question. 

Mr. RAINEY: In which instance, again? 

Co-Chairman Senator CROLL: I have named them. March 10, 1966, $5.40. 

Mr. RAINEY: That was a feature situation. In turn, we have all these items 
as features. 


Co-Chairman Senator CROLL: In one week, March 10 to March 24, You have 
doubled the profit, almost—whatever the percentage was. 


Mr. RAINEY: Sixteen per cent would not be our normal mark-up. That is a 
feature price, for that particular week. Around 29 to 30 per cent would be the 
regular mark-up. 
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Co-Chairman Senator CROLL: You had a mark-up between April and May, 
when you were paying $5.90 and $3.05, you had a mark-up from 31.94 per cent 
to 33.69 per cent. You were paying almost $2.85 less, yet you charged more. 

Mr. RAINEY: That is $6 for grapefruit 80, the other is grapefruit 40. It 
certainly increased the mark-up. There is a slight variation. 

Co-Chairman Senator CROLL: On June 2, 1966 the cost was $4.10. Then, 
grapefruit 48, it is a little bit more than the other, but you find this pattern 
throughout. Let me come to my second question. We have some information in 
connection with old stock. Could this have happened in your store? Information 
has reached us of a sardine can that had four markings on it—29 cents, 31 cents, 
two for 69 cents, and finally, the lady says she bought at 37 cents. And she was 
able, with some dexterity, finally to unwrap all the other wrappers that were on 
it. Could this be possible in your store? 

Mr. SHELLY: I cannot understand four stickers being on the package. It 
would indicate that that product has not been properly rotated on the shelf. 
Either it is that or there has been an error. We have so many part-time young 
boys working in the stores that the human element is something we are 
contending with all the time. Certainly, it is not our policy to have four 
different prices on one item. 

Co-Chairman Mr. Basrorp: Well, here, if I might ask a supplementary, is a 
label that was bought at Loblaws at Simcoe, Ontario. It is the label for imported 
sardines, and it has three prices on it. 

Co-Chairman Senator CROLL: I was talking about imported sardines, too. 

Mr. SHELLY: Well, the one shown to me here has one blank sticker. 

Co-Chairman Mr. BASForRD: It could have a price underneath it. 

Mr. SHELLY: But it has had two prices in total. 

Co-Chairman Mr. BASForD: There is one price here also. 

Mr. SHELLY: Oh! I see. I do not know what the answer is. It might have 
been a feature price at one price and a regular price at the other. I am not just 
sure. 

Co-Chairman Mr. BasrorD: Would you care to determine from your 
manager in Simcoe what the situation is and advise the Committee? 

Mr. SHELLY: I would be glad to find out. It could be that the price dropped 
from 25¢ to 2 for 45¢. 

Mr. MEECH: We will get a specific answer, Mr. Basford. 

Mr. SHELLY: We will try to. 

Co-Chairman Mr. Basrorp: Judging from our mail it is an extremely 
common complaint that housewives find two, three, four or five prices marked 
on goods, and I find from the volume of mail that it is hard to believe that it is 
a human error in marking the price. 

Mr. SHELLY: This results from many changing costs that go through. Not all 
stores run out at the same time. In fact, no two stores run out at exactly the 
same time. If we were to sell every last can, we would have much more trouble 
by having 200 different prices in our stores; whereas now the price change goes 
out and they change it. Whether it is up or down makes no difference. 

This sort of thing is purely what I would term the human element, but we 
will follow this up to see if we can find out what did happen. 

Co-Chairman Mr. Basrorp: I take it that the policy, then, is to change the 
prices on existing inventories. 

Mr. SHELLY: Not necessarily. By way of example, and this works out both 
ways, cigarettes went up 10¢ a carton in our costs. I would say this happened 
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roughly two months ago. We are again selling at the former price, because 
competition did not go up and we dropped the price, but we are way beyond the 
market, really. 

This sort of thing happens from time to time. Generally, we follow the 
market down as promptly as when prices go up. We do not carry big stocks 
on hand; our buying is on a week-to-week basis on many items. So we just 
carry scant stocks. 

It is not as though we were trying to make a profit on the market. We are 
looking for operational profit rather than market profit. 


Co-Chairman Senator CROLL: Let me ask you this. We were speaking of 
instant coffee. A 6 ounce jar of Mother Parker’s coffee, $1.13, was marked 20¢ 
off the regular price; Siesta, $1.15, was 25¢ off the regular price; Nabob, $1.17, 
was 12¢ off the regular price, and Red Rose, $1.18, was 15¢ off the regular 
price. How do you ever find out what the regular price is? 


Mr. SHELLY: Well, we handle the regular stock merchandise, and, if you 
will just give me a moment, I will see if I can get the answer for you. I think 
they are all bona fide reductions as shown. 


Mr. HurrMan: Mr. Basford, I thought I might just add a point to what Mr. 
Shelly was explaining with regard to merchandise which has a price on it other 
than the price at which it is selling at the moment. Often times, you know, you 
hear complaints, and in all these investigations there has been considerable 
discussion with respect to the fact that some people say that the prices are not 
the same, that they vary within the same chain or within different stores. 

That is not the case in our organization, or at least we try for it not to be; 
but often times merchandise is purchased at a new high price that automatically 
should carry an increase in the selling price. However, owing to certain 
conditions in the overall market, that is to say our competitors, it is not possible 
right away, even though you have to pay the high cost, it is not possible right 
away to put the merchandise in the stores and sell it at the new price. You have 
to put it in and sell it at a competitive price. 

Now, that particular article, we shall say, should have advanced a month or 
two months before we were able to advance it, and, therefore, we have the old 
price on that merchandise which bears the high cost. But, eventually, you have 
to put the high selling price on it so that all your prices are the same 
throughout your entire chain. So that, conceivably, on any one given item of 
merchandise, there is the possibility that it should have been advanced to a new 
selling price a month or two months before. You see, that does happen, and in 
some cases that could account for certain items having an overlapping price. 


Co-Chairman Senator CROLL: The point is that my Co-Chairman gave you 
an item from Simcoe, I think he said. 

Co-Chairman Mr. BASForD: Yes. 

Co-Chairman Senator CroLtL: And mine came from Toronto. So that it is 
happening in both places. His article bears three prices; on mine there are four 
prices. . 

Mr. HurrMan: That was a Loblaw store, was it, sir, the one with four 
prices? 

Co-Chairman Senator CROLL: Yes. 

Mr. SHELLY: Could we come back to the instant coffee items you men- 
tioned? I have checked with Mr. Astle, who says those are bona fide reductions. 

Co-Chairman Senator CROLL: Then tell me this: to what does the ordinary 
consumer compare an article such as Colgate family size, 162 grams and 5 5/8 
ounces? What does the ordinary consumer compare that with in order to know 
whether she is paying more or less? 
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Mr. SHELLY: I do not think she has any way of really comparing. 
Mr. HUFFMAN: It would take a computer. 


Mr. SHELLY: She looks at the size of the tube to see whether or not she 
wants to buy it. 


Co-Chairman Senator CROLL: Your brands in the main are cheaper than the 
national brands? 


Mr. SHELLY: That is right. 


Co-Chairman Senator CROLL: I assume, and I hope I have the right to 
assume so, that they are of comparable quality. That is what the others said and 
I suppose you say the same thing. 


Mr. SHELLY: I prefer to say it in my own words. We are sure that our own 
products are a very satisfactory quality, but we do not feel that we can sit in 
judgment on products we do not control. 


Co-Chairman Senator CROLL: When you are offering the item, it is of good 
value. Is it good or better value than the national product? 


Mr. SHELLY: We think our own products offer outstanding value. 


Co-Chairman Senator CROLL: And you display them in better positions 
than the national brands? 


Mr. SHELLY: We do. 
Co-Chairman Senator CROLL: Why are they not bought, then? 
Mr. SHELLY: They are bought. 


Co-Chairman Senator CROLL: Why are they not bought in great volume 
then? 


Mr. SHELLY: We have a tremendous volume on our Pride of Arabia coffee. 

Co-Chairman Senator CROLL: You are mentioning only one product there. 
Why is there not a great volume on the other products? 

Mr. SHELLY: Why do we not carry more private label brands? 

Co-Chairman Senator CROLL: Why do you not have greater sales in the 
private label brands you carry. Why do people prefer to buy one that is more 
expensive and that, in fact, may not be any better? 


Mr. SHELLY: I think advertising comes into the picture. The national brands 
do develop a following for their product. 

Co-Chairman Senator CROLL: As Mr. Meech said, there is no romance. 

Co-Chairman Mr. BASFORD: We will have Mr. Urie. 

Mr. Urte: Mr. Chairman, I would like to direct a question to Mr. Meech on 
a little different line. On page 4 of the brief, Mr. Meech, you state that in 
Loblaws’ retail operations in Canada since 1960 the trend of sales has been 
upward. In 1961 reported sales were $471 million. What were the sales in 1966 
or at the end of your last fiscal year? 

Mr. MEECH: You have it on the next page, Mr. Urie. It is 613 million. 

Mr. UriE: I am sorry. Now, your company is made up of a head company 
and a number of subsidiaries. Do those sales represent the sales of Loblaws 
Groceterias alone or do they represent your other subsidiaries in Canada as 
well? 

Mr. MEEcH: They represent other subsidiaries in the retail business. 

Mr. Unie: Could you tell us what those other subsidiaries are, sir? 

Mr. MEEcH: I will ask Mr. Robertson, our counsel, to answer that question. 

Mr. RoBERTSON: The consolidated Canadian subsidiaries whose sales are 
reflected in here include Powers Stores, Pickering Farms, Super City Discount 
Foods Limited, Busy Bee and O.K. Economy Stores. 
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Mr. URIE: Do they include Kelly, Douglas & Company? 

Mr. RoBERTSON: They are not a retail operation as I understand it. 

Mr. Uris: These are only retail sales, and they are not in retail? As I 
understand it the net profits percentage to sales in 1966 on your $613 million 
was 1.88 per cent; is that correct? 

Mr. MEECH: Yes. 

Mr. Urire: Your company also has a substantial interest in National Tea 
Company, or is it wholly-owned? 

Mr. MEEcCH: Majority-owned. 

Mr. UrRIE: What were the 1966 sales of that company, can you tell us? 


Mr. R. J. Kane, Management Consultant to Loblaw Groceterias Co. Limited: 
The last published sales of National Tea as at December 31, 1965 were $1,156 
million, if my memory serves me right. 

Mr. UriE: What was the net profit percentage to sales of National Tea 
Company in the United States? Maybe I can assist you. I have a report here 
from the Financial Post— 

Mr. KANE: I was going to say around 1.1 or 1.2. 

Mr. UriE: The report says .97. Would that be accurate? 

Mr. KANngE: It was about 11.5 million. 

Mr. Urir: As opposed to 1.8 in Canada. Now other witnesses before us have 
told us that for Dominion Stores it was 2.07 per cent, Steinberg’s 1.9 per cent, 
and yours is 1.88 per cent. Almost all of the others were one per cent higher 
than your subsidiary in the United States. Have you any explanation why the 
percentages vary so greatly between the two countries? 

Mr. Kane: No, I am afraid in my capacity I cannot answer that. Maybe 
somebody in the merchandising field can. 

Mr. Urie: Maybe some of the gentlemen here can assist the committee in 
this regard. 

Mr. SHELLY: I think the word ‘volume’ must enter into it. Across the 
border with their greater population a smaller percentage is possible. 

Mr. Urie: The total volume is 500 million of a difference. In some cases 
some of the other stores that appeared before us were higher or lower than you. 
Surely it would not account for nearly one per cent on net profits? Does that 
indicate to you that the alleged tremendous competitive market in Canada is not 
nearly as competitive as it is in the United States? Do you say the prices in the 
United States are down because of the more stringent competition there? 

Mr. MEEcu: I would think so. I think the competition in the United States is 
very much keener and forces a lower return all through the various chains. I 
know they work on a lower margin than Canadian companies. 

Mr. URIE: Why is that? 

Mr. MEEcH: I think it is due to the competition. 

Mr. Urie: In your statement on page 39, at the second last paragraph, you 
state: 

The supermarket industry is highly competitive. Price spreads 
among all chains are minute. The battle for the consumer’s dollar is keen 
and unrelenting. There is a constant struggle to keep the lid on prices, 
but rising costs in all sectors of the economy—in business, labour and 
government—have built up inflationary pressures that are beyond the 
power of the retailer to control. 
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That is not really quite correct in view of the fact that apparently all 
subsidiaries in the United States can in fact carry on business with a lower 
margin and presumably bring cheaper prices to the consumer. 


Mr. MEEcH: They have higher wage costs for one thing. I know when we 
run into our labour negotiations these labour patterns are hurled at us by 
Canadian unions and we are asked to come up to their level. It is a pattern 
which, if reflected in Canada, would mean we would become as competitive as 
they are. In areas in Canada we are not subject to as great pressure of 
competition. The A & P is a great giant in the United States as is Kroger and 
Safeway, and they are all trying to win more business and their margin of 
profit is at the lowest level through this constant pressure. In Canada we have 
not got the same pressure because there does not seem to be ample room to 
provide for it any more than what we are doing now. If there were ways of 
increasing profits we would certainly like to develop them. We are watchful of 
every improvement and economy that can be introduced into the operation and 
administration of business, but in spite of all that you end up with figures that 
don’t give you what you expect. It is a hard question to answer. 

Mr. Ur1iE: The consumer is the person in the United States who thereby 
benefits by that tremendous competition. I would point out in the same period 
of time your dividends to shareholders had over the period from 1961 to 1965 
more than doubled, which would indicate that there are substantial returns 
going to the people owning your company, the shareholders, whether among the 
company, or parent companies, subsidiaries or otherwise. Would it not be 
possible for your people in the industry to reduce the prices and thereby obtain 
an adequate return on the investment and also assist the consumers by giving 
them lower prices? 

Mr. MEECH: I have just been handed a note here referring to your earlier 
question and it points out that the United States supermarkets are open seven 
days a week in many areas. Also, some of them are open daily from 8.30 to 10 
o’clock. I know in the case of National Tea we had opened up in one of the 
states on Sundays. There is constant pressure to win sales that reflects in their 
operation on a lower return. 

Mr. Urie: But apparently the investors are satisfied with the lower return. 
To get back to the question I just asked, which you have not answered: Why 
cannot your investors be satisfied with a lower return and so benefit the 
consumer? 

Mr. KANE: I think the market condition determines your dividend to a 
great extent in relation to the profit you earn. I believe in respect of this 
company that the dividend is not out of line compared with that paid by other 
food chains. It has been running at approximately 3 per cent of the market, 
before it went down, and this is considered a normal return that the investor 
can expect from such an investment. 

Mr. UriE: May I ask this: Is it 3 per cent on the value of the share as at any 
particular date? 

Mr. Kane: No, it is 3 per cent of the market price of the share. If you had 
X dollars to invest and if you want to get 3 per cent on your money you invest 
in a food store. If you want 5 per cent you would not invest in a food store 
because very few of them pay that kind of return on the stock. 

Mr. Urie: But, by the same token, am I right in my reasoning, sir, an 
investor who invested in Loblaw Company Limited in 1961 would have found 
his dividends increased by more than 100 per cent in the intervening period had 
he held on to the stock? 

Mr. KANE: Yes, and if they had not, I doubt whether he would have held on 
to his stock. It is still a small return, and I think the dividend policy in food 
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chains is one that is not as high as dividends in the States. I believe the 
National Tea dividend is still higher than that of the groceteria. 

Mr. URIE: But on a lower net profit percentage. How do you figure that? 

Mr. KANE: I was speaking strictly from a financial point of view there. 

Mr. JoyALt: Mr. Meech, perhaps we got the impression your Canadian 
operations are subsidizing your American ones. I was wondering whether you 
could provide us with the net earnings of your Canadian retail stores operation, 
including the subsidiaries, which your counsel gave the committee a few 
minutes ago. . 

Also on the basis of these earnings, the dollar earnings for sales and also 
the per share earnings. 

I think this is the only way in which this committee can make a valid 
comparison between your operations in Canada and similar operations by other 
companies also in Canada. 

Mr. MEECH: Yes, we will furnish that. 


Mr. KANE: The profit attributable to the Canadian retail operations is 
shown in the table on page 5. This is not worked out on a per share basis. 

Mr. JoyaL: We have your total sales in Canada of $613 million, and I take it — 
page 5 also discloses the profits, but what we want to find out is what is the 
return on investment for your Canadian operations. 

Mr. URIE: Would you agree, Mr. Meech, that if each of the supermarket 
chains were to independently or otherwise reduce their margin of profit, the 
prices to the consumer of the goods that you sell would thereby be reduced? 

Mr. MEEcH: Oh yes, I go along with that. 

Mr. Urige: I have only one other thing, and this is a list of commodities 
which was filed by the first witnesses before us, A & P stores, with the retail 
prices and percentage profits in the years 1965 and 1966. Each of the other 
witnesses has agreed to furnish an identical list. You have a list which is in 
many respects identical— 

Mr. MEECH: But you want one that compares with this? 

Mr. URIE: Yes, that is right, if you please. 


Senator CARTER: Mr. Chairman, on page 3 of the brief attention is drawn to 
the fact of the large increase in the number of items carried in supermarket 
stores. In 1919 there were only 450 items; today there are 6,000 items; and a 
projection up to 1970 estimates a possible 12,000 items. To what extent is this 
situation due to different manufacturers putting up the same product in so 
many different sized packages? Just take powdered soap, for example, or food 
stuffs. Some are merchandised in 12-ounce size, some 14, some 24, some 32. Does 
that sort of thing add to your costs? 


Mr. MEEcH: I would say, definitely yes. The supermarkets are very 
vulnerable to the manufacturer. He creates, through his research department, 
these new products or new packages of the same products, or new quantities 
that are more acceptable, and the supermarket has to put them on the shelf, 
because some customer says, “I have seen this item in such and such a store. 
Why haven’t you got it?” You have to put it on your shelf. Whether you have 
a brand that is comparable or not, you have to keep abreast of what is being 
offered to the consumer, and you have no control, as a retailer, over these 
various products. We do not ask for products to be prepared to our specifica- 
tions, except in our own private label which conform then to the accepted 
packaging of the national brands. 


On this item of 12,000 new lines, I would like Mr. Huffman to make a 
further comment for you. 
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Mr. HUFFMAN: With respect to the 12,000 lines eventually, that seems to be 
a figure that has been used. I would not know for sure just how close it may 
come to that. Obviously, when there are more lines to be sold in any one given 
store it means that many more adjustments in space and shelves and in the 
warehouse and additions to stores. It adds to the cost, there is no doubt about 
that. 


Senator CARTER: Of this multiplicity of different sizes put up by eight 
companies, is there usually only one that is popular? 


Mr. HuFrrMan: No, I would not say that. 


Senator CARTER: When you put up your own products, do you put them up 
in all this multipicity of sizes, or choose a popular size? 3 

Mr. HUFFMAN: We put it up in what is commonly accepted as a popular 
size. In tea and coeffe there are a certain number of sizes—packages like half 
and one pound in tea, and one and three pounds in coffee. However, if we have 
many more lines, I am sure we would adjust, where we might experiment with 
a number of sizes to eliminate some ourselves. You can get more turnover with 
the lesser number of lines you have, so it is so much the better. 


Senator CARTER: You can tell from your exberignes which particular sizes 
sell the best? 


Mr. HuFFMAN: We eliminate these about as fast as we are taking them on. 
We have continual checks. 


Senator CARTER: That is on your own products? 
Mr. HurFrMAn: No, on all products. 


Senator CARTER: In other words, you are selecting and fot carrying “ai the 
different sizes put out by any manufacturer? 


Mr. HurrMAN: Not necessarily. If they warrant Sail a Ge through sales, 
we carry them. 


Mr. McCutcHEon: Might I interject a brief supplementary here? 


Co-Chairman Mr. Basrorp: No, not at 25 to one. I. will put you at the 
bottom of the list. 


Senator CARTER: If there were some Buveruiiedt regulation whereby 
standard packaging sizes would be set by law, would that reduce your problem 
and your costs—say, a popular size, a smaller size and a giant or economy size? 


Mr. HurFMAN: Do you mean, if they said that in soap powder, say, they 
could only have four sizes instead of seven? 


Senator CARTER: Yes, or three sizes. 


Mr. HurFMAN: I presume if they were the nahi sizes for the householder, 
the housewife, then I think it would help. m 

Mr. MILLER: A supplementary—is that the correct term, Mr. Chairman? 

In the processed cheese business, under the Canada Dairy Products Act 
they have set the packaging, and it must be a multiple of 16 ounces—4, 8, 16 or 
32 ounces in Canada. In the United States this is not so. For every package size 
of processed cheese we have in Canada, I guarantee the United States has at 
least five. What I am trying to say is that we have an eight-ounce package of 
cheese. In the United States a manufacture can come out with a 7-3/4-ounce, a 
5-1/2-ounce, a 6-1/4 or 6-3/4-ounce, and this is the same thing as you are 
referring to. By legislation, in Canada we cannot come up with all these varied 
packages in processed cheese. 

Senator CARTER: Do you call it a good thing? 

Mr. MILLER: Yes, and we support it 110 per cent in the industry. We do not 
want any breakdown, please. 


Senator CARTER: We want to make it cheaper for the consumer. 
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Mr. MriLuer: It works in processed cheese, and it can work in that field you 
are speaking of too. 

Senator CARTER: On page 5—I think Mr. Urie asked about this—your 
reported sales are $613 million for 1966. That does not include, I take it, the 
processing operations or the packaging operations? This is retail only? 

Mr. MEEcuH: Retail only, that is right. 

Senator CaRTER: If you had the whole operation what would your total 
be—that is, if everything was included? 

Mr. MrEEcu: I would have to furnish that for you. 

Mr. Kane: The consolidated sales for the year ended May 28, 1966 
amounted to $2,329,000,000. I am giving this from memory. 

Senator CARTER: So your retail sales are roughly 25 per cent; is that right? 

Mr. Kane: I beg your pardon? 

Senator CARTER: Your retail sales are roughly 25 per cent? 

Mr. Kane: That is correct. The Canadian retail sales amounted to approxi- 
mately 25 per cent of the total consolidated sales of the company. 

Senator CARTER: I would like to follow up a question of Senator Croll. On 
page 3 you talk about Loblaw controlled products—your own brands—and 
somewhere on that page I think you say that they account for only 5 per cent of 
your sales. Is that 5 per cent of dollar volume or 5 per cent of all items? 

Mr. KANE: Five per cent of the Canadian retail sales—that is, $30 million. 

Senator CARTER: Over on page 11 you refer to that, and you say: 

By producing or controlling the production or processing of our own 
merchandise, and by merchandising private label merchandise, we help 
reduce the costs of such products and this results in lower selling prices 
being passed on to the consumer. 


That is true as far as it goes, but if it represents only 5 per cent of your sales it 
would not be of much benefit to the consumer, would it? 

Mr. MEEcH: That policy is now under review, and you will see an expansion 
of the private label business in our organization. 

Senator CARTER: You do contemplate an expansion, then? 

Mr. MEECH: Yes, in that field. 

Senator CARTER: The reason why you sell only 5 per cent is because you are 
not promoting your own brands; is that correct? Your own brands are not being 
promoted as well as the other brands? 

Mr. MEEcH: It would not be on account of promotion. It would be because 
we did not get into that form of operation earlier. 

Senator CARTER: For how long have you been in it? 

Mr. MEEcH: Since the organization of the company we have had our Three 
Little Pigs sausages and Pride of Arabia coffee, and tea and peanut butter, but 
in respect to the great range of private brands that has been submitted to this 
committee we are just beginners. We have seen from the evidence that has 
been given before you gentlemen that it is a very attractive field for us to get 
into quickly. 

Senator CARTER: On page 12 you refer to your pricing system, and Mr. 
Saltsman asked you a series of questions on that aspect which showed that 
prices were pretty well the same in various stores. I gathered that your prices, 
regardless of your mark-ups, are set to compare with those of your competitors. 
If your competitors are selling something at 2 for 29 cents, you discover that 
and price yours at 2 for 29 cents? 
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Mr. HUFFMAN: One point might be that your competitors might be selling 
at the same price. 

Senator CARTER: Is that the guiding factor? 

Mr. HUFFMAN: It is a factor. 

Senator CARTER: Is it the most influential factor? 

Mr. MerecuH: If it was a product of the same quality it would be a 
determining factor. 

Senator CARTER: Would it be right to say that your price level is really 
determined by that of your weakest competitor? That would apply generally, 
would it not? 

Mr. HurrmMan: I did not know that we had any weak competitors. 

Senator CARTER: They are not all the same. 

Mr. MEECcH: No, they are very good. 

Senator CARTER: You make your own bread, I understand. 

Co-Chairman Mr. BASForRD: Senator, it is almost a quarter to one. 

Mr. HUFFMAN: No, we do not manufacture bread. 

Senator CARTER: I thought you referred to one of your subsidiaries which 
was a bakery. 

Mr. HUFFMAN: No. 

Senator CARTER: What do you sell bread at—a 24-ounce loaf? 


Mr. A. Edwards, Director of Manufacturing and Bakery Department, Loblaw 
Groceterias Co., Limited: I would have to qualify my answer by asking you where? 

Senator CARTER: Here in Ottawa. 

Mr. Epwarps: Today that bread is selling at 154 cents—2 for 31 cents. 

Senator CARTER: I have just one more question, Mr. Chairman. According 
to page 20—I would like to get an answer on this one—you sell your own 
private brand of ginger ale at 144 cents as against 244 cents for Canada Dry, the 
national brand. That is about a 70 per cent increase. Now, is your private brand 
manufactured by Canada Dry? 


Mr. ASTLE: No, sir. 
Senator CARTER: Who manufactures it? 
Mr. ASTLE: Wilson’s, sir, and Pure Spring here in Ottawa. 


Senator CARTER: Is there really a sufficient difference in quality to justify 
the 70 per cent higher price? 


Mr. ASTLE: I think it is merely a matter of taste. In snaitien ours is a 
private label, while Canada Dry is a nationally advertised brand. What they 
have built into their costs for promotion, I do not know. 

Senator CARTER: Do those firms that manufacture for you have a national 
line? 

Mr. AsTLE: I would not call it a national brand; it is a regional brand, more 
or less. It does not have the wide distribution that Canada Dry enjoys. 

Senator CARTER: Do you sell their own brands in your stores? 

Mr. ASTLE: Yes, we do, sir. 

Senator CARTER: What are the prices of those as compared with— 


Mr. ASTLE: I would say there is about a two or three cent difference per 
bottle. 
Senator CARTER: Theirs would be three cents higher? 


Mr. ASTLE: That is correct. 


610 JOINT COMMITTEE 


Mr. LEFEBVRE: Some of us are getting hungry, Mr. Chairman, so I will be 
brief. 

Mr. Meech, you mentioned a while ago something about romance in 
shopping. I do not know how many of the housewives going into your stores are 
looking for romance, but I am wondering what your opinion would be on this: 
Instead of. giving, away dishes, lamps and cars, et cetera, and all of these 
gimmicks, for a couple of weeks, you started giving away products that you sell, 
such as steaks, canned goods and eggs, what effect would this have on shopping? 

Mr. MEEcH: I do not think we would be able to accommodate the customers. 

Mr. LEFEBVRE: This is what you are looking for. 

Mr. MEECH: We would be overtaxed. 

Mr. LEFEBVRE: But this is what you are looking for—more shoppers. 

Mr. MEECH: Yes, but it is not good conduct of business to be in the business 
of give-aways—to give things away for nothing. 

Mr. LEFEBVRE: You are giving away cars, dishes and stamps, and everything 
else. Why not give away something you are selling? 

Mr. MEEcH: You have heard it explained that that is all part of our 
promotion. When you are giving away a car you are taking away an extra page 
of advertising in the newspapers. The newspapers would like us to stop these 
give-aways because it means that the supplier, who wants his product known, 
will force the issue to the extent of asking you to put in ads that will cover his 
products. Consequently, it will bulge out somewhere. If you take it away from 
these various games and promotions it will be compensated for in some other 
form of advertising. That has been our experience. 

Now, if your committee comes forward with a recommendation as to 
outlawing these things, then that is another matter. That may be within your 
good judgment and province to do—to recommend regulations to keep mer- 
chandising in Canada on a basis that will meet these very serious problems that 
you are facing and trying to get answers for. I know it would simplify our 
business greatly. Take, for instance, the cheese operation. If the Government 
saw the necessity there of regulating cheese packaging so that the customer 
knows exactly when she picks up a package that she has got a definite weight, 


——— 


that could have very good results, and it might be applied usefully to other — 


products. I think you would find great resistance when you came to speak to the 
manufacturers and processors in that field, because they will lose a lot of their 
ability to win business if you take away from them this differential in the size 
of the package, and the attractiveness of the package. But, I think you are on 
the right road in thinking this way. 

Mr. LEFEBVRE: To get back to my original question—that was a very nice 
answer you gave us, with lots of detail. But, supposing next week you took 
down all your signs about cars, dishes, stamps and everything else, and you put 
a big sign in your window saying that for every ten dollar order you will give 
a T-bone steak, do you not think that this will attract as many customers as 
these other gimmicks? 

Mr. MEEcuH: Yes, I do—unquestionably. 

Mr. LEFEBVRE: Why not try it, then? 

Mr. MEEcH: If you get our competitors to go along with it, we will do it. 

Mr. LEFEBVRE: Why wait for your competitors to do it? 

Mr. MEEcH: I think it will take a lot of advertising to prove that. 


Mr. HurrmMan: I do not think we would get much support from the 
customers. 
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Mr. LEFEBVRE: Senator Croll mentioned much about these items that were 
selling for two cents, three cents or ten cents off. What is your opinion on this? 
Is it a good thing or a bad thing? I am talking about those items that come 
from the manufacturers marked ‘10 cents off” or ‘£15 cents off’’. 

Mr. SHELLY: We refer to them as off label deals, and we discourage them. 
They are a problem for us to handle, and they make for confusion, as has been 
pointed out in the last several days. It causes pricing confusion, and when the 
customer brings the article to the counter they expect 10 or 20 cents off. It also 
makes for duplication of stocks. It makes for all kinds of problems, and we 
would prefer that they adopt other merchandising ideas rather than the cents 
off. 


Mr. LEFEBVRE: What is your company doing to discourage the manu- 
facturers from doing this? 

Mr. SHELLY: This is beyond our control. We register our disapproval, and 
that is as far as we can go. If they decide to introduce their products or support 
their products in that manner we know our competitors are going to buy those 
deals, so it is a competitive necessity for us to have them as well. 


Mr. LEFEBVRE: This is just the point. I believe every general store rep- 
resented here has made the same statement that they are against them. 


Mr. SHELLY: I would expect so. 
Mr. LEFEBVRE: If everybody is against them, how can we still have them? 
Mr. SHELLY: Because the manufacturers don’t ask us. 


Mr. LEFEBVRE: But if all chain stores decided against them, we wouldn’t 
have them. . 


Mr. SHELLY: If they all decided, it wouldn’t work. 


Mr. LEFEBVRE: Well, this is the statement that has been made here every 
day, that they are against it. 

Co-Chairman Mr. Basrorp: The point is, if they agreed not to do it they 
would all end up in jail. 

Mr. LEFEBVRE: Now, you manufacture very little of your own main brand 
goods yourselves? 

Mr. SHELLY: It is not too wide a range at the moment. 

Mr. LEFEBVRE: Who does manufacture them? 

Mr. SHELLY: Most of the products we sell are national brand products. 

Mr. LEFEBVRE: But your own brands, I mean, who manufactures them— 
your house brands? 


Mr. SHELLY: Oh, there are different manufacturers. Some of our house 
brands are our own manufacture. For instance, coffee and tea are processed by 
ourselves. When it comes to detergents it is done by an outside company with 
which we have no connection. 

Mr. LEFEBVRE: Do some of the national brand manufacturers also make 
your brands? 

Mr. SHELLY: I would say yes. Just a moment. That is right. 

Mr. LEFEBVRE: Well, would there be some cases where your purchases from 
the national brand manufacturers would be a major portion of your manufac- 
turing motif? 

Mr. SHELLY: Let me think it over for just a moment, please. No, I would 
say nothing that is major. 

Mr. LEFEBVRE: Would you be the biggest single customer in a lot of cases 
without being the major buyer? 

Mr. SHELLY: I don’t think so. 

Mr. LEFEBVRE: Do you have shares in some of these manufacturers? 
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Mr. SHELLY: Not to my knowledge. 

Mr. LEFEBVRE: To your knowledge, do any of your subsidiaries have any 
shares in some of these manufacturers? 

Mr. SHELLY: Again, not to my knowledge. 

Mr. LEFrEBVRE: Did you say that the percentage of your own name brands is 
only 5 per cent of your total sales? 

Mr. SHELLY: That is what the brief says, yes. 

Mr. LEFEBVRE: In the particular case of coffee, which you seem to be very 
proud of and push quite a bit, what percentage of your coffee sales are your 
own sales? 

Mr. SHELLY: I do not have that figure with me. 

Mr. LEFEBVRE: Could you provide it for the committee? 

Mr. SHELLY: I think we could. 

Co-Chairman Mr. BASFOoRD: It is five to one. 

Mr. LEFEBVRE: Thank you. 

Mr. ALLMAND: Mr. Saltsman asked the question, why don’t you give away 
meat rather than premium stamps? Could it be that by giving away premium 
stamps, and because you own your own premium stamp company, you are 
making a profit on the gifts you carry and wouldn’t make as much on giving 
away meat? At a previous meeting of the committee Steinbergs admitted 
making a profit if they were allowed two cents for each stamp. It seems to me 
that you would not change, because you would want to make a profit on stamps 
rather than to give away meat. 

I will put a couple of questions, because I may be cut off. Mr. Saltsman 
gave you some examples from the Globe and Mail whereby a shopper went into 
six stores and checked the national brand prices of Nescafé and others, and the 
prices were nearly all the same. He asked you why, and you said because of 
strong competition, and that in fact the competition was so strong that if your 
competitor had already put an ad in the newspaper and you saw a change of a 
cent off, you would change your price. That did not seem to me to be a very 
good explanation. Earlier in the week we had one of your competitors file as an 
exhibit a comparative survey of prices, which showed that out of 2,364 items 
checked in one competitor’s store, only 683 were the same in this particular 
store, and that 1,498 were higher, and 183 lower. This shows that the great 
number of prices in heavy competition are not the same. I don’t see how you 
can have that both ways. 

If competition leads to prices being the same, why are not the vast 
majority of prices the same? It seems to me that others say that prices are 
different because of competition. You have just answered Mr. Saltsman that in 
national brands you check them so closely that the prices are all the same 
because of competition. 

My very last question is, on page 20 you are comparing your private brands 
with national brands. I see one instant coffee, 10 ounces at $1.53 for the private 
brand, and for the national brand $1.69, the national brand being Maxwell 
House, but a few lines down is Trumpet Instant Coffee, 10 ounces, $1.29. You 
said earlier that you would not question the quality of the national brand, but 
you said your quality is just as good. 

Mr, SHELLY: .No,.1.didn’t say, that: 

Mr. ALLMAND: Those are my three questions. 


Mr. SHELLY: Starting with your last question, you speak of a comparison 
list of 600 and some items. We know nothing about the basis of that comparison, 
but I submit that when you compare that many items there is bound to be an 
improper comparison somewhere. Dealing with coffee, we were asked to put in 
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a national brand, which we did, and this is how easily you can distort a 
comparison. I think that is an outstanding example of that. 

Mr. ALLMAND: What is the difference between, and why do your compare 
Pride of Arabia Instant, and regular, and Maxwell House? 

Mr. SHELLY: We were requested by your committee to discuss ours with 
national brands. One costs us less money than the others. It is a matter of 
different coffee, I suppose—flavour. 

Mr. HurrMaAn: A cheaper blend of coffee. 

Mr. ALLMAND: A good quality of coffee, nevertheless. 

Mr. SHELLY: That is right. 

Mr. ALLMAND: You compared, them, Maxwell House $1.69, and your 
private brand $1.53. 

Mr. HurrMan: I think Mr. Shelly explained this, that we were asked to 
compare with two brands. 

Mr. SHELLY: We compare only price here and not quality. I say that our 
own brands are very satisfactory, we are proud to have them tested by 
consumers; but we are not in a position to comment on the national brands 
product. Only he knows what is in it. 

About the trading stamps, making a profit on gifts, to me that comment has 
an odd ring. How can you get money on something you give away? 

Mr. ALLMAND: Let me suggest how. Your subsidiary buys the gifts at a 
certain price; when you give them away, you say that to get these gifts one 
must have so many trading stamps. 

Mr. SHELLY: You mean that it reduces the cost of our gifts to us? 

Mr. AtLManp: First of all, you are buying a lot of gifts, to give away to 
people who have trading stamps. The person who gets the gift must have so 
many trading stamps. You are the one who determines the number. You can 
determine it in such a way that if, for example, a trading stamp is worth two 
cents, you can say that this gift requires 100 stamps. Therefore, you have made 
a profit on the gift, with respect to the cost you paid for it. 

Mr. HurrMan: We have not made a profit, we have simply lowered the 
cost. That is why, as the brief stated, we own the stamp company. 

Mr. ALLMAND: On the same situation, Steinbergs admitted that they did 
make a profit. 

Mr. HurFMAN: But you may have noticed he also said, at the same time, 
that it was still in his overall profit. 

Mr. ALLMAND: He said his overall net profit was under two cents. 

Mr. HurrMan: It was another company operation. The savings due to the 
stamp company are part of the profit. Nevertheless, it is actually a reduction. I 
know this sounds a little difficult to understand, but you cannot make money on 
something you give away. 

Mr. SHELLY: The word “profit” is the misnomer here. If you used the word 
“saving’’, I would go along with it. 

Mr. ALLMAND: We would have to examine that, it appears to me. Since you 
determine yourselves the number of stamps required, you are putting that 
number sufficiently high. 

Mr. HuFFMAN: You cannot make a profit on something you give away. 

Mr. ALLMAND: I think you are right. 

Co-Chairman Mr. BasrorpD: You are going into the meaning of words. You 
are obviously not satisfied with the answers you have received. 

Mr. ALLManpD: I have one other question. You gave one reason why prices 
would be the same as the national brand, but it seems that quite a number are 
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different. If competition with the national brand is so different, why are the 
prices not all the same? 

Mr. HurrMan: I did not say the national brands were the same. 

Mr. ALLMAND: In answer to Mr. Saltsman, who gave you an example of a 
woman who checked six stores and the prices in each, Mr. Meech said the 
reason the prices were the same is that they keep a close look at competition, to 
make it the same. I asked why are so many others not the same, if that is the 
real explanation. 


Mr. HUFFMAN: There is a limit to the purpose in making a comparison, 
in the examination of the short list that you refer to. There are 6,000 to 8,000 
lines in our supermarkets. You cannot make a comparison of this type, on 
a small little list of prices, where some happen to be that way, and you happen 
to pick out these prices. There are thousands of other lines. 


Mr. UriEe: This question is supplementary to one I asked earlier. What 
wholesalers does your company own? 


Mr. ROBERTSON: You refer, within the consolidated organization? 

Mr. URIE: Yes. 

Mr. ROBERTSON: It does not own any. 

Mr. UrRiIE: What wholesalers does it have an interest in? 

Mr. ROBERSTON: It has an interest in Kelley-Douglas. 

Mr. UriE: What is the size of that interest? 

Mr. ROBERTSON: I do not have the exact percentage. There are two Classes 
of stock. There is a direct controlling interest, I believe, in share control. 

Mr. Uris: Are there any others? National Grocers? 

Mr. ROBERTSON: It has an interest in National Grocers, and in York 
Trading. 

Mr. UrRiE: Are these controlling interests? 

Mr. ROBERTSON: Yes. 

Mr. URIE: Do those organizations deal with independent retailers in compe- 
tition with your groceterias? 

Mr. ROBERTSON: I am not in the merchandising end. 

Mr. HUFFMAN: I would say that is right. 

Mr. UrizE: Do those wholesalers purchase their supplies from the same 
suppliers as Loblaws purchase groceries from, by and large? 

Mr. HUFFMAN: Yes. 


Mr. UriE: Loblaw Groceterias does not purchase through any of the 
wholesalers which it owns, partially or otherwise? 


Mr. HuFFMAN: They supply two or three of our stores because they are out 
of the distance where it would be economical to transport our own goods. 


Mr. URIE: Do they sell to those stores at the same mark-up as they would 
to independent retailers? 


Mr. HurrMan: I would think so. I could not be factual, but I would think 
they would. 


Mr. UrtE: Could you get that information for us, sir? Therefore, in your 
organization, there is one extra step involved when a merchant purchases his 
goods from York Trading, National Grocers or Kelley-Douglas. There is one 
extra element of cost involved to that retailer, over that which prevails 
throughout your organization—except in a few cases? 


Mr. HUFFMAN: Yes, on the surface, it would appear that way. In our 
retailer organization we perform the same service as a wholesaler. When he 
operates, he has a buyer and a warehouse and we have the same thing. 
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Mr. UrigE: What would be the margin of profit involved as between your 
warehouse and retail store? 


Mr. HurFMAN: I would have to inquire. 


Mr. UrtE: Would you get that for us? Arising out of an earlier question, I 
understand that all the shares that the Loblaw parent organization—Loblaw 
Groceterias or Loblaw Limited, I am not sure—are owned by George Weston 
Limited. Is that correct? 


Mr. MEECH: This is right. 
Mr. Urte: And George Weston Limited is in a vast number of businesses? 
Mr. MEECH: Yes. 


Mr. UrtE: Therefore, your organization has direct or indirect connections 
with many suppliers of goods that are purchased by your retailer organization. 
Is that correct? 

Mr. MEEcH: That would be correct. 


Mr. Urie: Could you supply for this committee information concerning the 
purchases from companies owned by your parent company, the George Weston 
organization? That is all, Mr. Chairman. 


Co-Chairman Mr. BAsrorpD: I have a couple of questions. I have been 
waiting to ask about the George Weston organization. It was predicted in the 
Globe and Mail yesterday that the centennial project for Loblaw Groceterias 
was a merger with Weston. Is that correct? 


Mr. MEEcH: It is the first I heard of it, Mr. Chairman. It has been mooted 
and it has been, I think, almost requested by the financial community, but we in 
Loblaws are not that close to the George Weston Company that we would know. 


Co-Chairman Mr. Basrorp: If this came about, it would create a huge 
colossus in the food business? 


Mr. MeEEcH: No more than it is now. It is just a different rearrangement. 

Co-Chairman Mr. BAsrorp: The merger would not affect your share of the 
market? 

Mr. MEECH: No. 


Co-Chairman Mr. Basrorpb: In line with the questions by Mr. Urie, I 
wonder if you could file with the committee a statement or chart showing the 
companies in which Loblaw Groceterias Co., Limited has an interest, and the 
degree of that interest; and the companies which have an interest in Loblaw 
Groceterias Co., Limited, and the degree of that interest? 


Mr. MEEcH: Yes, we can do that. 


Co-Chairman Mr. BasrorpD: It being 10 minutes after one o’clock, we will 
adjourn. I would like to express thanks and appreciation of the committee to 
you and to Mr. Meech and your colleagues from Loblaws, for their full and 
extensive brief, and for your full answers. 

We are charged with this examination, and this is somewhat in the way of 
a preliminary hearing, and we may well request that you come back. 

We will be sitting this afternoon at 3 p.m. to hear Canada Safeway Limited. 


The committee adjourned. 


—Upon resuming at 3 p.m. 


Co-Chairman Mr. Basrorp: Honourable senators, members, this afternoon 
we have with us the representatives of Canada Safeway Limited, who will be 
making a statement. They are represented here by Mr. W. J. Kraft, Chairman of 
the Board and Director of Canada Safeway Limited, on my immediate left; Mr. 
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R. G. Spelliscy, Area Comptroller from Vancouver; Mr. D. C. McGavin, Q.C., 
Director and Secretary; and Mr. J. A. MacAulay, Q.C., Vice-President. 

Without further ado, Mr. Kraft, I would ask you to begin your statement, 
which, I believe, has already been distributed. 


Mr. J. A. MacAuley, Q.C., Vice-President, Canada Safeway Limited: 
Mr. Chairman, honourable senators and members, I am very sorry that time did 
not permit us to provide copies of our brief in French. This is receiving 
attention and copies will be supplied at a very early date. 


Mr. W. J. Kraft, Chairman of the Board and Director of Canada Safeway 


Limited: I am Walter J. Kraft, of Vancouver, British Columbia, Chairman of the 
Board and Director of Canada Safeway Limited. I am also President of Mac- 
donalds Consolidated Limited, one of Safeway’s two operating subsidiaries. I am 
happy to represent Safeway and Macdonalds in accepting the invitation of this 
Joint Committee to testify in connection with its investigation of “trends in the 
cost of living in Canada and factors which may have contributed to changes.” 


The scope of the suggested topics for discussion is such that it would be 
impossible to cover all of them in any great detail in my prepared presentation. 
I will, of course, do my best to furnish additional details called for by questions; 
however, the broad managerial nature of my responsibilities is such that I do 
not have at my fingertips all of the details of our extensive and complex 
operation. I would therefore be pleased to make an additional submission to the 
Committee at some later time of further information or data that might be 
helpful to the Committee in understanding the grocery industry. 


I would like to say at the outset that Safeway shares the concern expressed 
in many areas about inflationary forces in the economy, and the price increases 
that have occurred in cost of living items, including some but not all foods. But 
while some food prices are up, foods represent good values for the Canadian 
consumer, and relative to wages and salaries, food costs over the years have 
declined, despite higher quality diets, greater variety and greater convenience. 
Official government statistics show that the proportion of consumers’ disposable 
income spent for food declined from 23.3 per cent in 1957 to only 20.3 per cent 
in 1965. 


As a large retailer, Safeway recognizes its responsibilities to continue to 
assist housewives to economize with their food budgets. Safeway pledges to 
continue to seek out and offer the very best values that we possibly can to our 
customers. We encourage our customers to shop carefully by reading our ad 
announcements of current best values, by comparing the prices of the various 
items and brands within our stores, and by buying those foods in more plentiful 
supply. 

Canada Safeway Limited, a Canadian corporation incorporated in 1929, 
operates some 247 supermarkets in five Western Provinces, and several fluid 
milk and ice cream processing, and egg packaging plants, to serve those stores. 
Retail operations are decentralized in three regional Retail Divisions extending 
west from Port Arthur, Ontario, and including the Winnipeg Division with 49 
retail stores in Ontario and Manitoba, the Prairie Division with 102 stores 
mostly in Saskatchewan and Alberta, and the Vancouver Division with 96 stores 
in British Columbia. 


One of Safeway’s two operating subsidiaries is Macdonalds Consolidated 
Limited, which acts as a processing, warehousing and procurement agent for 
Safeway, and also engages in a limited wholesale business. Macdonalds’ whole- 
sale sales to independent retailers, institutional, governmental and other outlets 
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has in recent years amounted to only about one-fifth of Macdonalds’ total 
shipments. 

These wholesale activities are a continuation, on a limited basis, of opera- 
tions conducted by Macdonalds back in 1929, when it was acquired as a 
warehousing facility and source of supply for Safeway. The wholesale portion of 
the operation has diminished over the years, and wholesale operations in 
Winnipeg and Vancouver were discontinued when Macdonalds warehouse space 
at those points became merely adequate to serve Safeway’s expanding needs. 

Safeway feels that Macdonalds’ wholesaling activities render a constructive 
service to the independent, unaffiliated grocer. Macdonalds not only stocks the 
finest brands—some of which are not available through other wholesale chan- 
nels—but also has consistently followed a low price policy. In addition, in some 
areas independents would be served by only one wholesaler, but for Mac- 
donalds. 

Safeway’s other operating subsidiary is Jasper Dairy Co. Ltd., and Alberta 
corporation which was acquired by Safeway just last month, for the purpose of 
processing fluid milk products in Alberta this acquisition will enable Safeway to 
extend to Alberta producers and consumers the benefits of Safeway’s bonus 
quality milk program. 

Safeway’s only other subsidiary is Wingate Equipment Lessors Limited, a 
Canadian nonoperating corporation organized and incorporated in 1940 to 
finance the purchase of equipment. 

Canada Safeway employs Canadian people and all of its directors, execu- 
tive officers and supervising employees, as well as those of its operating 
subsidiaries, are Canadian. Canada Safeway’s policy is to maximize purchases of 
Canadian products, and tofollow a program of reinvesting earnings in 
Canadian operations. For example, common stock dividends paid to the parent 
United States Company have amounted to but $112,000 each year since 1957, 
while dividends paid to holders of preferred stock sold entirely to Canadians 
have ranged from $300,000 to $400,000 per year, and largely through reinvest- 
ment of earnings, total assets of Canada Safeway have increased by some $50 
million. 

Further to clarify the organization, management, and scope of Canada 
Safeway Limited, its 1965 Annual Report is submitted as Exhibit “A’’. 


(See Exhibit “A” following this text) 


Since its incorporation in 1929, Safeway’s motto and guiding principle has 
been “Distribution Without Waste’. To supplement that principle, Safeway has 
the following basic pricing policy: 

We will make available to our customers prices which are set at the 
lowest points that will enable us to operate profitably, with the objective 
that the value of the consumer’s grocery dollar will be greater at 
Safeway than at other stores. 

We will at all times be competitive subject to the restrictions of 
applicable laws dealing with retail pricing. 

However, we will not initiate or be the first to make sales below cost 
or at unreasonably low prices, except when necessary to avoid or 
minimize loss due to spoilage of perishable products; to move or liquidate 
surplus supplies of seasonal products that have or are about to become 
obsolete; to dispose of imperfect or damaged products; or to close out 
products to be discontinued. 


As noted, a basic part of Safeway’s pricing policy is in compliance with the 
letter and the spirit of Federal and Provincial laws dealing with retail prices. 


618 JOINT COMMITTEE 


These include Section 33 (A) (b) of the Combines Investigation Act (R.S., c. 26, 
S.1) which provides: 
33A. (1) Every one engaged in a business who— 

(b) engages in a policy of selling articles in any area of Canada at prices 
lower than those exacted by him elsewhere in Canada, having the 
effect or tendency of substantially lessening competition or eliminat- 
ing a competitor in such part of Canada, or designed to have such 
effect; or 

(c) engages in a policy of selling articles at prices unreasonably low, 
having the effect or tendency of substantially lessening competition 
or eliminating a competitor, or designed to have such effect, is guilty 
of an indictable offence and is liable to imprisonment for two years. 


In view of Safeway’s policy to sell at the lowest possible prices that will 
enable its stores to operate profitably, it is not surprising that over the years 
there have been some complaints made that Safeway had violated this statute. 
Safeway has been able to demonstrate to the Director of Investigation and 
Research, and to the Restrictive Trade Practices Commission, that Safeway’s 
prices and pricing policies have been in full compliance with the law. A copy of 
one such final decision is attached as Exhibit “B”’. 


(See Exhibit “B” following this text.) 


Also of interest are the following comments by the Restrictive Trade Practices 
Commission in its report dismissing a complaint growing out of new low prices 
on cigarettes, candy and gum sold by the Edmonton branch of Macdonalds 
Consolidated Limited to certain of its small independent customers: 


The grocery trade in Canada and in some other countries as well has 
been profoundly affected by the development of chain stores and super- 
markets. It has been brought out in this inquiry, and indeed it is a matter 
of common trade knowledge, that constant efforts are being made to 
reduce to a minimum the distributive costs for the supply of goods to 
chain stores and supermarkets. In this competitive situation various 
means are being employed to assist independent merchants to compete 
successfully with mass distributors. Among the means used have been 
the development of co-operative chains of retail merchants and the 
cost-plus systems of mechandising referred to earlier in this report. In 
both cases, efforts are being made to reduce the cost of supplying goods 
to the independent merchant to the lowest possible level. When reduction 
in costs is made in a competitive situation of this kind not only is the 
retail merchant assisted but the consuming public benefits from the lower 
margins which reflect the reduction in distributive costs. (Page 61, 
Restrictive Trade Practices Commission, Report Concerning the Whole- 
sale Trade in Cigarettes and Confectionery in the Edmonton District, 
Combines Investigation Act, Ottawa, 1958.) 


An equally important part of Safeway’s basic operating policy is fair 
dealing with its many producer and processor suppliers, whose well-being is 
essential to Safeway’s success. 

This policy of fair dealing is implemented through our localized, decentral- 
ized method of procurement, and our practice of purchasing on the basis of our 
suppliers’ quoted or list prices, without any haggling, negotiation, or ‘‘counter 
offers’’. 

With the principal exception of private label merchandise, the products we 
purchase are procured on a decentralized basis by our various retail division 
and zone buyers. 
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The reason Safeway buys private label merchandise on a centralized basis 
is that this is how Safeway—whose reputation stands behind its brands—can be 
assured of the necessary continuity of supplies, quality and label. Incidentally, 
our private label products which are of just as high quality as advertised 
brands, but which sell for lower prices, today represent better than ever values 
for the budget-conscious housewife. 

An additional help we give to producers of agricultural products is to use 
price and other promotions to assist them in moving burdensome supplies into 
consumption. These lower retail prices not only assist producers, but also result 
in extra good values to consumers. These values frequently vary from week to 
week; however, by judiciously planning her shopping to take advantage of 
products which are in plentiful supply, the housewife can effectuate some very 
real savings in her budget. To give perspective to my testimony, I am 
submitting as Exhibit “C”, Safeway’s 1958 Statement to the Royal Commission 
on Price Spreads on Food Products, which conducted its inquiry under the 
chairmanship of Dr. Andrew Stewart. 


(Exhibit “C” tabled but not reprinted in these proceedings.) 


We wish to reaffirm the statements of policy and principles contained in 
that statement, and particularly those with respect to pricing, promotion, and 
profitability of food retailing which are of interest to this joint committee, just 
as they were to the earlier royal commission. We strongly recommend that the 
operating data we submit to this committee be considered as an updating of the 
similar data requested by and submitted to the royal commission up through 
the year 1957. 

For example, Safeway’s consolidated sales volume has approximately dou- 
bled since 1957, with the year-by-year trend as follows: 


Sales in 

Millions 
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And for the first 36 weeks of 1966, sales ran more than 10 percent over the 
corresponding period in 1965. 

We take pride in this record of accomplishment, regarding it as evidence 
that Safeway has kept pace with the population and economic growth, and 
has increasingly served the shopping needs and wants of supermarket cus- 
tomers. 

In response to shoppers’ needs and wants, Safeway has modernized and 
enlarged, and increased the number of its retail stores: 


from 170 stores at the end of 1957, to 207 stores at the end of 1960, to 
241 stores at the end of 1965; and to 247 stores as of September 10, 1966. 


Stated another way, we have increased our total square feet of selling 
space from 1.5 million square feet at the end of 1957, to 3.7 million square 
feet today. 

More than one-third of our stores are less than five years old, and 
three-quarters are less than ten years old. More important, our construc- 
tion and modernization program has enabled us to make available to our 
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customers broader assortments, including higher quality and more convenient 
foods and non-foods at lower retail prices. 

As we have expanded our operation and grown with the economy, we 
have afforded an ever-increasing market for producers and suppliers. The 
Safeway family of employees has also grown from 5,241 employees at the 
end of 1957 to 10,570 employees as of September 10, 1966. We are very proud 
of the growth and the contribution that both the company and the employees 
are making to Canada’s expanding economy. 

It is also to be noted that as Safeway has expanded, its payment for 
taxes at all levels—local, provincial and federal have increased substan- 
tially. 

On a consolidated basis, Safeway’s income statements show the fol- 
lowing percentage breakdown of Safeway’s sales dollar between 1957 and 


1965: 
(a) Our realized gross profit increased from 16.32 per cent of sales to 


18.88 per cent, an increase of only 2.56 percentage points. 

(b) But, our operating, administrative and other expenses increased 
from 11.37 per cent of sales to 13.73 per cent, an increase of 2.36 
percentage points. 

(c) And, as a result of increases in corporate income tax rates, our 
net operating profit after taxes has decreased from 2.64 per cent 
of sales, to 2.56 per cent: 


Between 1957 and 1965 our net operating profit actually fell to a low 
of 1.73 per cent of sales in 1960, due to the “cost-price-tax squeeze” that 
existed during those interim years. This interim decline in our net operating 
profit occurred despite the fact that we were adding longer margined non- 
foods and convenience items, and constantly increasing the efficiency of our 
operations. 

Our consolidated income and expense records for 1966 will not be 
finalized until after the end of the year, but our estimate of results for the first 
36 weeks of 1966 indicate a slight further broadening of the gross profit rate 
on sales, which is in considerable part offset by further increases in operating 
costs and income taxes. If there are no changes before year-end, it appears 
that 1966 will show a further recovery in our profit rate on sales, as compared 
to 1965, of perhaps one-quarter of one percentage point, or of one-quarter of 
one cent on each dollar of sales. 

Net profit percentage rates on sales are the most meaningful meas- 
ures of profitability when considering the “retailer’s (net) share” of the 
consumer’s purchase dollar. However, for other purposes such as capital 
allocation and investment opportunities, “return on investment” are often 
calculated. But, in making such calculations, it should not be overlooked that 
Safeway leases rather than owns most of the buildings and land occupied by 
its store and other operations, and therefore has contingent liabilities not 
shown as part of a “traditional” balance sheet. For the year 1965 Safeway’s 
net profit return on “net worth” was 15 per cent; but when lease obligations 
are capitalized—which is reasonable in view of the potential liability—the net 
profit return amounted to only 74 per cent of total investment employed. In 
either event, these rates on investment were substantially below those of 1958, 
despite identical net profit rates on sales in 1965 and 1958. I feel this illus- 
trates the increasingly greater requirements for investment capital in modern 
food retailing. 


a a ee 
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On Mr. James’ suggestion, I had special breakdowns made of Safeway’s 
reported operating and administrative expenses. To show trends, these are 
expressed as percentages of sales for the years 1957 and 1965: 


(a) Total employee cost, including salaries, wages, and employee 
“fringe” benefits, increased from 6.38 per cent of sales in 1957, to 7.91 
per cent in 1965, an increase of 1.53 percentage-points on sales. 

(b) Occupancy costs increased from 2.44 per cent of sales in 1957, to 3.78 
per cent in 1965, an increase of 1.34 percentage-points on sales? 


As shown earlier, the total increase between 1957 and 1965 in our realized 
gross profit rate has been only 2.56 percentage-points, despite the addition of 
longer-margined non-foods and convenience items. But, the increase in our 
total employee and occupancy costs, has been an even larger amount, 2.84 
percentage-points on sales. 


The fact that over the last nine years Safeway’s realized gross profit rate 
increased by less than the combined increase in its employee and occupancy 
costs, demonstrates conclusively that Safeway is continuing to serve the consu- 
mer at the lowest possible prices, and is constantly increasing efficiency. 


But, some persons have questioned whether retailers’ advertising and 
promotion expense is adding to the cost of the food and other products bought at 
grocery stores. I personally feel that this concern grows out of a misunderstand- 
ing of the vital function advertising performs, under our free enterprise 
system, in stimulating demand and reducing manufacturing and distribution 
costs. In any event, I can advise that between 1957 and 1965, Safeway’s net 
advertising and promotion expense, actually decreased from 0.76 per cent on 
sales to 0.69 per cent on sales. 


While our gross advertising expense in 1965 was 1.07 per cent on sales, the 
cost to us was reduced by 0.38 percentage points as a result of advertising 
allowance offers from suppliers on which we performed by extra promotion of 
the suppliers’ products in our retail ads and store displays. 


Our views concerning the “appropriateness” and the economic impact of 
grocers’ promotional activities were summarized on pages 8 and 10 of Exhibit C. 
In general, we regard all the facets of modern grocery merchandising as varied 
forms of “promotion’’—including the ranges of products offered, the facilities in 
which offered, the prices at which offered (regular and special), and the 
accompanying advertising and other customer-attracting activities. Each retailer 
competitively seeks that combination of products-prices-services which custom- 
ers exercising free choice regard as the best values, in the composite, and to 
which they respond with their patronage. This is our free enterprise system, 
which enables us to enjoy higher quality, more varied and nutritious foods, 
purchased in more convenience, and at a smaller portion of the consumer’s 
disposable income than in any country other than the United States. 


Mr. James also suggested that Safeway’s “markup policy” and the recent 
historical record on representative items would be of particular interest to 
committee members. A fairly extended discussion of Canada Safeway’s views 
and practices with regard to retail pricing and markups is set forth on pages 2 
and 6 to 8 of Exhibit C. 


By way of summary we do not and could not arbitrarily affix or add on 
pre-determined markups to item costs—either, as absolute amounts or as 


1'While sales increased 87 per cent, employee costs increased by 131 per cent—and now 
amount to nearly 60 per cent of our total operating and administrative expenses. 

Safeway’s policy is to pay wage rates and grant wage increases on a parity basis in each 
area in which it operates. As indicated by the Dominion Bureau of Statistics, these are variable 
factors City by City, and Province by Province. 

2“Occupancy Costs’? include rentals of building and equipment, depreciation and amortiza- 
tion on owned facilities, repairs and maintenance, taxes and licences, utilities and insurance. 
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percentages. Instead, our retail markups are the result of buying competitively 
on wholesale or primary markets, and of selling competitively at retail. Stated 
somewhat differently—we buy an item on the competitive market, and there- 
fore can at the time or at some later time determine our “cost”, or approximate 
cost. This cost changes from time to time, and from area to area. The cost is one, 
but only one factor, that we consider in determining the price at which we will 
attempt to sell the item. Other factors include, for example, the seasonality of 
the item; the price at which we and competitors have been selling the same or 
similar items; how much of the item we believe we will sell at one price versus 
another price; the “psychological” impact of certain prices; the particular 
merchandising plan currently being used by us, and those being used by our 
competitors. After considering these and other factors, the local Safeway staff 
will frequently disagree as to the “best” price, with the decision then being 
made by consensus. If the initial price so determined proves ineffective, we may 
try one, two, or three other prices before settling on one, or possibly deciding to 
discontinue the item. It is only after we finally settle on the “‘best” price, that 
we are able to calculate a “markup” for that item. 


But, again, that markup will change from time to time, perhaps as our cost 


changes without any change in the retail price; or consequent to changes in © 


merchandising plans or other competitive activity at retail, in which case we 
might decide to reduce or increase the retail price even though there was no 
change in our cost. 
As put by one analyst of grocery pricing practices, ‘“Markups are price- 
determined rather than price-determining.” 
On the first few pages of Exhibit “D” is a tabulation for about 90 grocery 
items which shows recent regular prices and markups on numerous suppliers’ 


brands, as requested by Mr. James. In addition, changes from a year ago are © 


shown for both the regular prices and the markups for those items, together 


with recent advertised special prices. Also shown are the regular and recent ad @ 


special prices of a number of comparable items processed or purchased by 
Safeway under a private label. 


(See Exhibit “D” following this text.) 
This is not intended as an exhaustive listing of the thousands of items 


handled in the grocery departments of our stores, or of the price and markup 
variations that exist in the different market areas in which we operate. Rather, 


within the limits of time and available data, it was drawn up to give a fairly © 


broad representation of pricing practices and resulting markups, as of the stated 
dates, in a major Canadian city, on important volume “staples” stocked in the 
grocery department. The details would no doubt be different (though the 
general picture and conclusions are the same) if similar data were obtained for 
different cities or for different dates, because pricing discretion is highly 
decentralized in Safeway, so that we may be competitive in our buying and in 
our selling, continuously, in each market which we serve. 


+ should be clarified that ‘““markup”’ for the purpose of this tabulation was 
defined as the difference between the regular retail price and the laid-in 
warehouse cost (before deducting cash discounts), expressed as a percentage 
of the retail price. And footnote (1) below reads: 


(1) Markups are shown only for supplier brands as our records permit 
ready calculation of an actual cost on those items. Our records do not 
permit ready retrieval of fully comparable laid-in warehouse costs of 
supplier-processed items procured under Safeway’s private label. 
For Macdonalds or Safeway-Company-processed private label items, 
of course, there is no actual sales transaction on transfer from plant 
to warehouse, and hence no comparable actual wholesale cost. 


| 
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This tabulation reveals a number of highly significant facts about the 
grocery business which are often overlooked, not understood, or misinterpreted: 


1. It will be seen that contrary to widespread publicity about generally 
rising food prices, some prices are up, some down, some the same as a year ago. 
In this tabulation of 88 grocery items stocked in mid-October of both years, 
regular prices were higher this year on 33 items, lower on 17, and the same on 
38 items. Important items at lower mid-October regular prices this year include 
canned milk down one cent per tin; salad dressing down two cents on the 
supplier brand and down four cents per 32 ounce jar on our private label; and 
sugar down eight cents per ten pound bag. 

2, Markups vary substantially—not only from item to item, but from time 
to time. Of the 47 supplier brand items tabulated, 34 mid-October 1966 markups 
were different from a year ago (nine higher this year, 25 lower), and only 13 
were the same. Moreover, markup changes are not related to the direction of 
cost or retail price changes. For example, on macaroni, the regular price was 
one cent higher this year on a two pound package and the markup dwt 
percentage points higher. 

On most of the items tabulated, higher prices were accompanied by lower 
markups; for supplier brand bread, price up one cent, markup down 0.7 
percentage points; for butter, price up two cents, markup down 8.5 percentage 
points; for rolled oats, price up six cents per five pound package, markup down 
1.5 percentage points. In contrast for frozen strawberries, the price was down 
two cents per 15 ounce package and the markup was up one percentage point. 

To complete the picture, for baby foods, the price per tin was down i of 
one cent and the markup was also down by 83 percentage points. 

This alone should put to rest the idea or claim that retail pricing is simply a 
matter of escalating costs by fixed percentage margins, and hence is inflation- 
ary. 

3. Despite advances in the retailers’ cost and his regular price for many 
food items, he continues to provide the customer with substantial saving 
opportunities in grocery shopping. One way is to buy private labels; another is 
to take advantage of advertised specials; and yet another is to concentrate 
purchases on those foods in more plentiful supply, and therefore either down in 
price or up less. One example, shown in the tabulation: If the customer insisted 
on buying the supplier brand margarine, yes, she would have spent one cent 
more per pound this October than for the same purchase last October, But in 
mid-October she could buy our Dalewood (which we believe is fully compara- 
ble quality) at five cents per pound less than the supplier brand. And she could 
save another 2.3 cents per pound by watching for our ad specials. 

Safeway’s private label program is an important, integral part of our policy 
and business objective mentioned above, to provide the customer with values, 
and assist shoppers to economize on their food budget. In a period of numerous 
price advances, shippers’ actual costs of their food purchases need not rise as 
much as might be implied by a price index for a fixed market basket. Customers 
can and do “beat the index” by selective shopping, and we mean to continue to 
give them that opportunity at Safeway. 

The last two pages of Exhibit D show recent regular prices of some 
important meat and fruit and vegetable items, and discuss the sensitive nature 
of these products and the unreliability of spot date comparisons. While retailers’ 
prices of beef are generally higher this year, you will note that we have con- 
tinued to offer very good beef specials. In addition, you will note that the real- 
ized gross profit rate of our meat department has increased only fractionally 
this year. In fact, the largest increase in retail beef prices has been on the 
luxury-type steaks. However, the wholesale market for loins, also, rose a great 
deal more than the market for entire carcasses. Although beef retailing is a 
highly complex, often misunderstood problem of pricing and merchandising, the 
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reason for the greater increases in the price of fancy steaks is quite simple. 
More people, more affluent, wanted more steaks. So prices had to be adjusted 
upward, both by packers on loins and by retailers on steaks, relative to other 
cuts, to avoid early selling-out of steaks while less fancy cuts would remain 
unsold and have to be thrown away. 

That is not quite right. We try not to throw steaks away. We reduce the 
price before they go bad. That sometimes means that we have to sell them for 
substantially less than cost, but we hate to throw something edible away. 

In addition, we adopted a program this year of even closer trimming of the 
fancier beef steaks and roasts—that is, an intensification of our long-standing 


close-trim program on carcass meats which has established Safeway as a 


value-merchandiser of meats. Although this contributed, in part, to the increase 
in the steak retail price, we are giving the customer more edible steak per 
pound packaged. 

We hope that the material we have been able to gather in the limited time 
since your invitation, will aid the joint committee in better understanding and 
appraising the operations of our firm, in which, frankly, we take a great deal of 
pride. We in Safeway share the concern which you and others have expressed 
regarding consumer price advances, particularly on foods, and inflationary 
forces in general. We continue as we have since we commenced business in 
1929, to assure our customers that their food dollar will go farther at Safeway. 
For we recognize that adherence to such a program is in the best interests of 
our customers and our suppliers as well, and hence in the interest of Safeway. 
It is only good business. 

The next page after page 18 should be numbered exhibit B. In some of the 
briefs it might not be so numbered. I am sorry about that. 

Co-Chairman Mr. BasrorD: Thank you very much, Mr. Kraft, for’ thm 
statement on behalf of Canada Safeway Limited. By way of questioning, I 
recognize Mr. McCutcheon. 

Mr. McCurcHeon: Mr. Chairman, the brief points out that the assets of the 
corporation have advanced $50 million. Since when? 


Mr. D. C. McGavin, Q.C., Director and Secretary, Canadian Safeway Limited: 


Mr. Chairman, that appears on page 4 of the brief. You will note that it also 
refers to the dividend policy since 1957. 


Mr. McCurcHeEon: It is over that entire period? 


Mr. McGavin: I might add that we speak of the policy since 1957 in respect 
of that amount of $112,000. Actually, since 1929 when the company was 
incorporated and commenced operations in Canada, there has been a policy of 
preserving in Canada a very substantial amount of moneys earned. There is a 
specific amount mentioned in the account since 195.7; 


Mr. McCutcueon: I am concerned about advertising. We have had many 
witnesses here and the percentage in relation to sales has varied considerably. 
According to your brief—I think I am quoting correctly—you spent 0.76% on 
advertising in 1957 and it is reduced now to 0.69% in 1965. 


Mr. KRAFT: Yes, sir. 


Mr. McCutcueon: Another witness before us, during this same period of 
time has shown an increase from .8 to 1.1. I would like to get your comments 
and put these on the record. Your rate of growth, with a decreasing advertising 
budget, apparently has gone from 285.9 in 1961 to 400.9 in 1965 or roughly 40 
per cent. Another witness, in the same period of time, with a much higher 
advertising budget, has gone from 471 to 613, which is roughly 30 to 33 per 
cent. Having in mind the rate of growth, would it be fair for us to draw the 


CONSUMER CREDIT 625 


conclusion that in some instances over-advertising is not essential to the growth 
of the corporation and might add appreciably to the consumers’ cost? 

Mr. KRraFt: I do not believe I can answer that question, sir. 

Co-Chairman Mr. Basrorp: It is a very good question, Mr. Kraft, I wish 
you would try. 

Mr. Krart: I would think Mr. McGavin or Mr. Spelliscy might have some 
comment on that. Perhaps I did not understand the question exactly. 

Mr. McGavin: What is the question? 

Mr. McCutTcHEON: May I put it in very simple language? You are spending 
less now on advertising than you did years ago, yet your business has increased 
40 per cent. This other witness, spending more on advertising now, much more, 
shows his business has increased 30 per cent. 

Mr. KRAFT: We are spending more in dollars but less slightly as a 
percentage of sales. I do not know what form of advertising the other person 
subscribes to, whether all the advertising moneys that he spends are necessary 
or not. I do not know that. He apparently thinks it is, or he would not be doing 
it. 

Mr. SmitH (Simcoe): Do you have bonus coupons or premium stamps? 

Mr. KRAFT: Are you referring to trading stamps? 

Mr. Sm1tH (Simcoe): Trading stamps. 

Mr. KRAFT: We do not use trading stamps. 

Mr. SMITH (Simcoe): Have you ever used them? 

Mr. Krart: In a very small way, for a very short period only, in a few 
stores at the head of the lake, and they were discontinued. 

Mr. SmitH (Simcoe): Do you give away automobiles or colour television? 

Mr. KRart: Once in a while at a store opening, but generally not. 

Co-Chairman Mr. Basrorp: That is not part of your merchandising policy? 

Mr. KRAFT: No. 

Mr. SMITH (Simcoe): What type of advertising principally do you do? 

Mr. Krart: Principally newspaper advertising, considerable radio and some 
television. We have some poster showings and some busboards. 

Mr. SmitH (Simcoe): Is your newspaper advertising price oriented? Do 
you feature the price? 

Mr. KraFT: Yes, we feature the price, but we also emphasize the quality of 
the product that we sell. Price alone without quality is not good. 

Mr. McCutcueon: I am intrigued by your reference on page 13 to a 
consensus in relation to pricing. I do not want to take the wrong inferences 
from this, but in certain areas it has been suggested that many merchants use as 
their pricing device what the public will stand. This is not your method here, 
ispit? 

Mr. KraFt: We buy merchandise at the best price that we can, competitive- 
ly. We are fully aware or we try to be fully aware of the competitive condition, 
so that we will not be undersold. We take into consideration various factors in 
finally determining or deciding on the retail price. It depends on the season of 
the year, the kind of product, the volume, the perishable nature of the product, 
the historical pattern of the item. We know, for instance, from experience, that 
on some items we just never can take much profit over the invoiced cost. 
Historically, those items are so low. On other items the price may fluctuate from 
season to season or from year to year. We buy at the lowest possible price and 
we sell at a competitive price taking into account these various factors. 
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Mr. McCutcuHeon: I have one more question, a hypothetical one. There has 
been a lot of talk in the press and on radio and on television about the effect of 
the lady shoppers’ boycott? 

Mr. KRAFT: Yes, sir. 


Mr. McCutTcuHEon: There has also been some comment to the effect that our 
committee may have had some effect. I wonder would you care to comment on 
the fact that on Thanksgiving weekend in certain supermarkets in this city 
bread was selling for two for 39. This weekend I picked up the paper, it is two 
for 31. Would you care to comment? Who is doing this—our committee or the 
housewives?. 

Mr. Krart: I could not say anything on that, sir. I do not know anything 
about it. There may be other factors. 


Mr. Ouson: I would like to ask if Macdonalds Consolidated is a wholly 
owned and controlled subsidiary? 


Mr. KRAFT: Yes, it is, sir. 


Mr. Oxson: I notice you have a number of brand names—Safeway, Empress 
brand, such as the label you put on jam and pancake syrup, and so on. By the 
way, who packs this jam? 

Mr. Krart: We have a company divisions that are in our subsidiary 
Macdonalds Consolidated. We have a jam and jelly manufacturing and packag- 
ing plant. They also manufacture a number of other items, including peanut 
butters, jelly powders, spices and extracts. These are excellent quality products. 
These are distributed through the channels of our own Safeway stores and they 


are also sold through channels of Macdonalds Consolidated to independent 
retailers. 


Mr. Ouson: Is there another name for the company that is processing, or 
is it Macdonalds Consolidated? 


Mr. SPELLIScy: Various processing is carried out as divisions of Macdon- 
alds Consolidated. Empress is one division. 

Mr. OLSON: Could you give me the names of some of the other divisions? 

Mr. Krart: Kingston Suppliers, the Cornwall Canning Company. 

Mr. OLson: What do Kingston Suppliers process and pack? 

Mr. Krart: That is principally a buying organization and importing or- 


ganization, a branch of Macdonalds Consolidated. They did dry pack fruits for 
us, but do not do so now. 


Mr. Ouson: This is tinned fruit, canned fruit? 

Mr. Krart: No, dried fruit. We have a coffee and tea plant that operates 
under Kingston Suppliers. We have two canneries. We have a fruit cannery in 
the Okanagan Valley, the Cornwall Canning Company, and we have a vegeta- 


ble cannery in Tabor, Alberta. We have also a frozen foods and cannery plant 
at Lethbridge, Alberta. 


Mr. OLSON: Does the Cornwall plant process frozen food? 
Mr. KRAFT: Yes, it does. | 


Mr. OLSON: What about the Cragmont brand? Do you have bottling works 
that are owned and controlled by Macdonalds? 


Mr. KRAFT: No, Cragmont is packed for us under our label by an outside 
supplier according to a formula which we supply. 


Mr. OLSON: Are these brands called Town House and Taste Tells packed 
by the Cornwall plant? 


Mr. Krart: Yes, sir, in our own canneries. No, I beg your pardon, that is 
not quite right. We sometimes buy outside some of those labels. But usually we 
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try to pack enough under those labels in our own canneries. It depends upon 
the production, really, whether or not we can get enough product to pack. 

Mr. Otson: What about Brocade? Do you have a factory that you own 
and control which packs soap? 

Mr. KRrarFt: No. 

Mr. Outson: Do you pack this brand? 

Mr. Krart: No. That particular product is imported from the United States. 

Mr. Outson: I am curious to know why you did not include any meat in 
Exhibit D to indicate what the mark-up was and the comparable retail prices 
between 1965 and 1966. There are no fresh meat cuts that I can find in the 
exhibit. 

Mr. KraFt: There is one sheet in Exhibit D, D-7, that lists a few produce 
and some meat items, and we have shown there the regular retail price and the 
special advertised prices. 

Mr. Otson: Yes, but there is no comparison there between 1965 and 1966, 
is there? It does not show how much you sold steak for in August, or whatever 
month you wish to choose in 1965-66. 

Mr. Krart: No, we have not shown that in this exhibit. We could supply 
that additional information, if that is wanted. 

Co-Chairman Mr. Basrorp: Gentlemen, you all know what the bell means. 
The Members will have to return to the House. The senators can stay here, if 
they wish. I would imagine, for the benefit of witnesses, that we will be at least 
half an hour, which gives you a coffee break until about a quarter to five. 


—Upon resuming at 4.50 p.m. 

Co-Chairman Mr. Basrorp: Order. I believe when we were interrupted Mr. 
Olson had the floor. 

Mr. OuLson: Mr. Chairman and Mr. Kraft, when we were interrupted by the 
bell we were discussing the subsidiaries that your company and Macdonalds 
own and control. 

Mr. KraFt: Yes. Were we talking about that or about meat items general- 
ly? 

i Mr. OLSON: I suggested there were no fresh meat prices included in your 
presentation. 

Mr. Krart: May I read page 8 of Exhibit “D”. I think that may be of value 
and it may enlighten you. 


YFAR-TO-DATE DEPARTMENTAL GROSS PROFITS: 


Meaningful retailing markups on most individual produce and meat items 
are impossible to compute—on produce items because of variable sizing, trim, 
spoilage, and shrinkage that necessarily occurs in preparation of individual 
items for retail sales from the bulk shipping units purchased; and on fresh 
meats such as beef items because numerous alternative consumer cuts—along 
with salvage bone and fat—are derived from each of the primal cuts, quarters, 
or carcasses purchased at wholesale. That is, “cost” of the various items as 
priced and offered for sale at retail cannot be determined—except by highly 
arbitrary yield allowances or proration. 

Moreover, supplies and therefore bulk wholesale costs and item retail prices 
of perishable fresh fruits and vegetables, for example, vary substantially and 
frequently, with the season, weather, and other factors affecting availability— 
and ‘distress’ price reductions are often made at retail to prevent spoilage—so 
that any price-cost “markup” calculation on a given date for a given item can- 
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not be considered a valid representation of the selling margin for that product. 

In addition, meats in particular are frequently specialed at substantial 
retail price reductions at which time movement of the specialed items increases 
markedly. Therefore, even for those meat department items purchased at 
wholesale in more or less the same form as retailed—chickens, bacon, sausage, 
and wieners in the above list—‘“‘markups” calculated at regular retail prices are 
not representative of the cost-price margins at which a substantial portion or 
bulk of the sales occur. Examples: At October 14, 1966 regular chicken price 
above, the “markup” was 223 per cent, up 24 percentage points from a year 
earlier; but at ad special prices in a few preceding months, markups ranged 
from 34 per cent to 15 per cent. At the October 14, 1966 regular price for No. 1 
bacon above, the “markup” was 243 per cent, up 2 percentage points from a 
year earlier; but at recent ad special prices, markups were at 21 per cent, 14 
per cent and 11 per cent. 

With such variations in perishable product availability, and in costs, retail 
item prices, specials, “markups’’, and movement, the results of a retailer’s 
flexible pricing and merchandising of produce and meats is better shown in 
departmental gross profit rates over a period of time, than in item “markups” 
on any given date or dates. This year to date this Safeway Division’s gross profit 
rate on sales for the produce department was 0.49 percentage points higher than 
a year earlier, and for the meat department 0.71 percentage points higher than 
a year earlier. Were these increases “removed” from, present retail prices, it 
would reduce the price of a 10-cent-per-pound produce item by only 20 of 
one cent per pound, and a 75-cent-per-pound meat item by about 3 of one cent 
per pound. Incidentally, advances in retail store employee cost ratios to sales 
more than offset the division’s gross profit rate increase for the produce depart- 
ment, and partially offset it for the meat department. 


Mr. Ouson: That is helpful, but when you say in the first, second and third 
paragraphs that it is difficult if not impossible to produce the markup in your 
meat department, I have before me the presentation of Dominion Stores and 
they have presented us with the store gross margin percentage on meats for the 
first and second half of every year up to and including the first half of 1966. We 
also have a chart showing the gross markup on meat from Steinberg’s. 

Mr. Krart: Is that the realized gross margin or gross rate? The gross rate is 
not necessarily the realized gross. There is a difference between them. 

Mr. OLSON: This is the difference, I would presume, between the cost and 
selling price, and the shrinkage would be another factor. 

Mr. KRAFT: That is the difference in rate only. But that does not mean very 
much. You do not realize a gross on beef until you sell it. The gross rate is a 
different thing from realized gross. 

Mr. Ouson: I understand very well about that, but I think we have to have 
a percentage markup based on the price that you pay for beef. If the total cost 
of a side of beef turns out to be X dollars, and the markup is what you get from 
it when you put it on the shelf, and you do that for X dollars more—surely then 
you can find a percentage? I suggest this is what Dominion and Steinberg’s 
have done. 


Mr. Krart: I do not mean to discount Dominion Stores and Steinberg’s. 
They are smart operators. 


Mr. SMITH: But you are questioning their figures? 

Mr. Krart: I am questioning how meaningful their figures are because a 
difference in realized gross is entirely different from the rate of gross as 
established or as projected on a chart. You cannot really say that we realize 20 
or 25 per cent on a carcass of beef because the chart says we do. You do not 
know if they sell all the cuts at these prices. We know there is “distress” selling 
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and that there are specials. We know that not every part or everything is 
sold—some of it is reduced in price. There is a big difference between a gross 
projection on a chart and a realized gross. 

Mr. Oxtson: In your accounting procedures do you take into account the 
total of all goods purchased for a meat department in a store, and do you have 
the total receipts for the sale from that department of the same store? 

Mr. KRAFT: We attempt to calculate the entire receipts for an entire meat 
department. We have these on our check stand cash registers where our 
checkers are supposed to tabulate each meat item. If a checker makes a mis- 
take and rings it through as groceries, it still does not come out as meat. On 
the other hand if groceries are run through as meat, it will inflate the realized 
gross. One really does not know— 

Mr. OLson: You are not suggesting that these human errors are going to 
have a significant effect on the amount taken in by a meat department? 

Mr. Krart: I am suggesting, sir, that we cannot determine precisely the 
actual gross realized on a carcass of beef. We can determine the gross realized 
for the meat department, for the entire meat department. We do not account 
separately for the fish sold, the chicken sold, the beef sold, the lamb sold, the 
pork sold; we just cannot do it. It might be done, but is almost impossible; it 
would be a tremendous task. 

Mr. OLson: You are suggesting to me you do not have any accurate way 
of setting down a formula you could use to mark up the price of the meat you 
take in after you have it cut up and the price it will be for those various cuts? 

Mr. KraFrt: We have some charts, but they are only charts; they are our 
yardstick; they are our guide: they are not actual; they are not factual. 

Mr. SmitH: Could I ask a supplementary question to that? In spite of your 
charts and your guidelines, does not the product of a side of beef vary from 
store to store and according to the quality of butcher you have in that store? 

Mr. KRAFT: It varies immensely. You cannot say because a chart projects 
20 or 25 or 28 or 18 per cent on beef that you will realize that, not at all. It 
depends first on the quality of the animal. Some carcasses have more waste than 
others, and beef you may pay 46 cents a pound for ends up in the fat can and 
you get 2 or 3 cents a pound for it. The carcasses are not uniform; the season of 
the year makes a difference; the weight of the carcass. You can attend a 4-H 
beef show and buy their best beef— 

Mr. Ouson: Surely, this happens to everybody cutting up beef. 

Mr. Krart: Yes, but with respect to the other submissions—and I do not 
know exactly what they have said, because I have not seen any of them—I am 
suggesting they do not really know what they realize precisely for all the 
carcasses of beef they sell, although they may have charts. 

Mr. OLtson: One more question before I get back to this other subject I 
want to expand on. You get in a side or quarter of beef, or however you buy it. 
If you have no percentage of mark-up or guide, how much do you know you are 
going to sell hamburg and beefsteak for? 

Mr. KRAFT: We set our price at retail on a competitive basis; we have to 
be competitive. 

Mr. OLSon: You mean that retail price bears no relationship to the cost 
price? 

Mr. Krart: I said earlier, sir, that cost is a factor and it is an important 
factor to take into consideration in setting the retail price of produce or any- 
thing we sell, or beef; but that is not the entire factor. The main thing is we 
have to buy the product right, and we have to sell it right, at a competitive 
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price, quality and trim considered, and there is a big difference in the way the 
beef is trimmed. 

Mr. Ouson: I think we are arguing over probably less than 1 per cent of the 
total product in so far as this being dead accurate is concerned, are we not? 


Mr. Krart: That is an unknown quantity. You just do not know, because 
you do not know what the trim is and how much you sell at a special price. 


Mr. OLson: Does not the trim remain fairly constant from one day or week 
to the next? 

Mr. Krart: Not necessarily. It depends on the ability of the meat depart- 
ment manager, for one thing, in his buying. He may over-buy and have excess 
shrinkage and excess facing. We have a difference sometimes in the store meat 
department of as much as 10 or 12 per cent. Why, when the prices are supposed 
to be uniform? The difference, in part, is in the manager. 


Mr. Otson: I want to leave this for a minute, but there are two or three 
other areas I wanted to talk about respecting the subsidiaries before we get by. 

Do you have any egg-grading stations that buy eggs from producers but 
are controlled by Safeway or the Macdonalds Consolidated Company, or a 
division of one of the two companies? 


Mr. Krart: Yes, we buy eggs direct from selected poultry producers, and 
we operate our own egg plant in Vancouver. 


Mr. Ouson: Egg producing or grading plant? 


Mr. Krart: No, we do not produce any eggs. We buy from selected egg 
producers. These egg producers, to comply with our standards, are required to 
arrange for refrigeration on the farms of the eggs, and they go under refrigera- 
tion as quickly as possible. They are picked up at the farm on our own 
refrigerated truck. They are taken to our own egg plant where temperatures 
are properly controlled and where they are graded, candled and packed in 
cartons, and are delivered to our own stores where, again, they are kept under 
refrigeration and proper temperature control. We have the best eggs it is 
possible to get and the freshest. 


Mr. OLSON: You have got in a pretty good commercial there. 
Mr. KRAFT: It is the truth, sir. 
Mr. Scott (Danforth): All commercials are the truth! 


Mr. Ouson: What percentage of eggs sold in your Safeway stores are 
handled through egg-grading stations that buy direct from the producers—not 
completely accurately, but close—half or 75 per cent or 100 per cent? 

Mr. KRAFT: Practically all the eggs— 

Mr. OLSon: Practically all? 

Mr. Krart: No, I have not finished, sir. Practically all the eggs we sell 
through our stores are purchased direct from producers and handled through 
our own egg plants. We have an egg plant in Winnipeg, one in Edmonton and 
one in Vancouver. 

Mr. OLson: What about dairy produce? Do you have any creameries that 
buy from the producers and do all the processing of the dairy products—ice 
cream, butter and so on? 

Mr. KRAFT: Yes, we operate some dairies for fluid milk products and ice 
cream plants. I would like to call on Mr. McGavin, the secretary of our 
company, who incidentally knows a lot about milk and our milk marketing 
operations, to tell you something about our dairy plants and how we operate 
them. 

Mr. OLson: Just for the moment I was interested in trying to establish how 
much of the producing and of your supplying companies you have control of. 
We probably can get back to the details of the dairy operation later on. 
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Mr. KraFrt: We have three milk plants: one in Vancouver, one in Edmon- 
ton, and one in Winnipeg. 


Mr. OLson: Would these three plants supply to your Safeway stores most of 
the butter and ice cream you sell? 


Mr. Krart: Not butter, sir. These plants supply, in Vancouver all the milk 
and milk products that we sell, practically. This milk, again, is purchased from 
selected dairy farms and handled in stainless steel tanks, is picked up on 
refrigerated trucks, and that kind of thing. 


Mr. Ouson: Do you have any controlling or substantial interest in any meat 
packing plants? 


Mr. KRAFT: None whatsoever. 
Mr. Ouson: None whatsoever? 


Mr. KraFrt: None whatsoever. I am sorry, sir, we have some three ice cream 
plants: one in Vancouver, one in Edmonton, and one in Winnipeg. 


Mr. OLson: Mr. Chairman, I have a lot more questions, but perhaps I 
should pass for a few minutes. 


Mr. SPELLISCY: There is just one slight correction. You asked about butter. 
We do not produce our own butter. I think Mr. Kraft said, “Yes,” but it does 
not include butter. 


Mr. KraFt: No, we do not produce butter at all. 
Mr. SMITH: Or cheese? 
Mr. Krart: No, nor cheese—except cottage cheese. 


Mr. UrtE: Mr. Kraft, just to follow along, do you have any feeder stations 
for cattle which your subsidiaries own or control? 


Mr. KraFrt: No, we buy all our carcasses from recognized slaughterers and 
packing plants—all beef and all meat products; we do not produce any. 


Mr. UrtE: Did you at one time? 
Mr. KRAFT: No, sir. 
Mr. UrigE: The same goes for chicken and poultry products then? 


Mr. KRAFT: Yes. 
Mr. URiIE: You have none at all? 


Mr. KRAFT: No. 


Mr. SmirH: Supplementary to Mr. Urie, do you provide financing for any of 
the egg or poultry suppliers? 


Mr. Krart: No, sir. 


Mr. Urte: May I just review what I understand to be the corporate 
structure of your company, and then come to questions which arise from it? 

Your company. is a wholly-owned subsidiary of Safeway Stores, Incor- 
porated? 


Mr. McGavin: Yes, that is right. 


Mr. Urig: Then, you have in Canada two wholly-owned subsidiaries— 
Wingate Equipment Lessors Limited and Macdonalds Consolidated Limited. 


Mr. McGavin: Yes, which are subsidiaries. 

Mr. UriE: Of Safeway, but wholly-owned? 

Mr. McGAVIN: Yes. 

Mr. UrtE: But, what are the divisions of Macdonalds Consolidated? 


; Mr. McGavin: Mr. Kraft has enumerated these previously. The names he 
has given are Empress, a division of Macdonalds, and Kingston. 


Mr. UrrE: What is Empress? Some of these have come up, but Empress is 
what? 
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Mr. KRAFT: Empress Manufacturing. 
Mr. UrIE: Where is it situated? 

Mr. KRAFT: In Vancouver. 

Mr. URIE: What does it manufacture? 


Mr. Krart: Jams, jellies, spices, extracts and peanut butter. Those are the 
principal items. 


Mr. Urie: Under private label? 

Mr. KRAFT: Yes, under private label. 

Mr. UriE: And the whole production is taken by Canada Safeway? 
Mr. Krart: No, by Macdonalds Consolidated. 


Mr. Urte: And Macdonalds Consolidated market them not only to you but 
to other independents? 


Mr. KRaFT: That is right. 

Mr. URIE: What is Empress? 

Mr. KRAFT: That is Empress Manufacturing Company. 

Mr. McGavin: Another name mentioned was Kingston Suppliers, and Mr. 
Kraft mentioned that as a buying organization. 

Mr. URIE: What does it buy, and where is it situated? 


Mr. R. G. Spelliscy, Area Comptroller: It is situated in Vancouver, and it buys 
many products. 


Mr. URIE: Is it a wholesale house? 

_ Mr. SPELLIscy: No, strictly procurement. 

Mr. URiE: And all of its purchases are marketed through Canada Safeway? 

Mr. SPELLIScy: Macdonalds Consolidated. 

Mr. URIE: And some goes to the independents too? 

Mr. SPELLIScY: That is right. 

Mr. URIE: Then we have one in the Okanagan Valley. 

Mr. KrArt: We have two plants, one at Summerland, British Columbia, in 
the Okanagan Valley. It cans fruit, and that fruit is sold again through Canada 
Safeway Limited. All of it goes to Macdonalds Consolidated first, and it is sold 
through Canada Safeway Limited and to independent retailers. We have a 
vegetable cannery at Taber, Alberta. It cans vegetables which are sold similarly. 
We have a cannery and a frozen foods warehouse in Lethbridge where 
vegetables are canned, and where also the freezing of vegetables takes place. 
These are sold through our own stores, mostly. 

Mr. URIE: Does Macdonalds have any other divisions or companies? 

Mr. KRAFT: We have a coffee and tea roasting and blending plant, or 
packing plant, in Vancouver. It packs coffee and tea for Macdonalds Con- 
solidated, and that again is sold through Safeway under a private label, or 


through wholesale to independents. There is a label which, in this instance, is 
reserved to the independents. 


Mr. Urig: Are there any other divisions, now? 
Mr. SPELLISCY: That should be about right. 
Mr. URIE: What about Jasper Dairy? 


Mr. McGavin: Jasper Dairy is an Alberta corporation operating a milk 
processing plant in Edmonton. 


Mr. URIE: In Edmonton? 
Mr. McGavin: Yes, in Edmonton. 
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Mr. Urre: You mentioned that Canada Safeway operates milk and ice cream 
plants. Are they under the heading of Jasper Dairy? 

Mr. McGavin: Jasper Dairy operates the one processing plant in Edmonton. 

Mr. UriE: The others then are— 

Mr. McGavin: The others are Canada Safeway itself. 

Mr. UrIE: Does Wingate Equipment have any subsidiary divisions? 

Mr. McGavin: As mentioned in the brief at the bottom of page 3, the only 
other subsidiary is Wingate Equipment Lessors Limited, a Canadian non- 
operating corporation organized and incorporated in 1940 to finance the pur- 
chase of equipment. 

Mr. Uris: I see. All the equipment Canada Safeway has is financed by that 
company? 

Mr. McGavin: When you say “all the equipment” I would modify that by 
saying that substantially all of the equipment is owned by Wingate. 

Mr. Urite: Now, among the exhibits you gave us—I am not sure whether 
you gave me this or not, but I have here from The Financial Post Corporation 
Service a list of sales of Canada Safeway running from 1961 to 1965. Do you 
have any of that information with you, or shall I read this into the record? 

Mr. McGavin: We filed as Exhibit A the 1965 annual report of Canada 
Safeway Limited, which contains sales and other information for the two years, 
1964-65. I do not have information with respect to prior years here. 

Mr. Ure: I wonder if you would get us that information? The other 
companies have supplied it to us. 

Mr. McGavin: I will. That is for 1960 on? 

Mr. UriE: Yes. Now, the net profit as a percentage of sales is shown in your 
brief, I believe, to be 2.56. We would like to have those percentages for all the 
years from 1960 to 1965. 

Mr. McGaviIn: We appreciate that, and we will furnish that information to 
the committee. 

Mr. Urte: Could you tell me and the members of the committee what the 
gross sales of your parent company in the United States are, and also the net 
profits as a percentage of sales of that company? 

Mr. McGavin: I am sure you realize, Mr. Urie, that Mr. Kraft and the 
representatives of the company who are here are representatives of Canada 
Safeway Limited. We can give you certain information that compares with the 
published report of Canada Safeway Stores, if you wish— 

Mr. Uri: I would like to have that. 

Mr. McGavin: Now, your first question, Mr. Urie— 

Mr. Urre: What were the total sales over as many periods as you can give 
us them for? 

Mr. McGavin: I am reading now from the annual report of Safeway Stores 
Incorporated. For the year 1965 the sales are shown as $2,939,043,000. 

Mr. UrteE: Does that include the $400 million of your sales? 

Mr. McGAVIN: Yes. 

Mr. Ure: Does it show the net profit as a percentage of sales? 

Mr. McGavin: Yes, it does. 

Mr. UriIzE: What is that? 

Mr. McGavin: The figure for 1965 is 1.64 per cent. 

Mr. Urte: As opposed to Canada Safeway’s net profit as a percentage of 
sales of 2.56? 

Mr. McGAvIN: Yes. 
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Mr. UriE: Do you have a percentage of profit to net sales of your parent 
company? . 

Mr. McGavin: Yes. This statement proceeds from the year 1960 to 1965. 

Mr. Urte: Can you give those figures to us for the years from 1960 to 1965? 


Mr. McGavin: In 1960 the net income as a percentage of sales was 1.41; in 
1961 it was 1.44; in 1962 it was 1.56; in 1963 it was 1.69; and in 1964 it was 1.77. 

Mr. Urte: And in 1965 you said it was what? 

Mr. McGavin: I have already given the figure for 1965, and it is 1.64 per 
cent. 

Mr. Urie: But you have not those figures for your own company other than 
for the years 1965 and 1966? 

Mr. McGavin: 1964 and 1965. We will furnish those figures for the years 
from 1960 on. 

Mr. Urte: Very well. Have you any explanation as to why your net profit as 
a percentage of sales would appear to be at least one per cent higher in Canada 
Safeway than it is in your United States parent company? 

Mr. McGavin: Firstly, I repeat again that we are here representing Canada 
Safeway Limited, and when I say “representing” I mean we do not have 
detailed knowledge regarding the operations of the parent corporation. But, 
there are some general observations I might make which might be of interest to 
the committee. Generally, I think it can be said that you are dealing with two 
different economies. The parent corporation carries on its operations largely in 
the United States. It does have operations also in the United Kingdom, in 
Germany and in Australia. Now, the results of those various operations are 
combined in the over-all statement of Safeway Stores Incorporated. With 
different economies different factors of all kinds which affect those different 
economies come into the picture. These different factors no doubt have an effect 
on returns in Canada and the United States. 

Mr. UrIE: Would it be fair to say that the return on the investment to the 
investors in the United States is considered to be adequate—that the percentage 
which they are presently obtaining is satisfactory? Otherwise, they would raise 
it somehow or other, would they not? 

Mr. McGavin: I do not think I could make any comment on that, Mr. 
Chairman. 

Mr. Urie: As a businessman would you not suspect that that would be the 
case? 

Mr. KRAFT: May I speak to that? 

Mr. URIE: Yes. 

Mr. KraFrt: I do not consider they are adequate. I would suggest that the 
reason why they are as low as they are—and they are too low considering the 
risk and the investment; from what little I understand about the operations, I 
feel that they are too low— is to be found in the different competitive situations. 

Mr. UrIE: When you speak of competitive situations, would you say that the 
competitive situation in your western Canadian market is not as tough or 
stringent as that in the United States? 

Mr. KRAFT: I do not know about that. I like to think also that maybe we are 
a little more efficient here. 

Mr. UriE: Do you think you could pass some of that efficiency on to the 
consumer, perhaps, by reducing the profit you are obtaining? 

Mr. McGavin: If I might interject, although you have not put the question 
in that form, I think the suggestion is that because there is a higher percentage 
profit in Canada “prices” are higher here. I would like to point out that the fact 
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of a net profit in Canada being higher does not necessarily have a necessary 
relation to prices. In other words, an operator with low prices and providing the 
quality services the public desires develops a volume and satisfies the require- 
ments for doing so, and by efficient operation a large volume makes an 
increase in net profit; but because net profit is there does not mean that the 
prices are in any way not competitive. In this respect, I would refer you to the 
brief in which we set out the Canada Safeway policy. 


Mr. Urte: Do you not think that if you reduced prices somewhat, the 
volume would be even higher and the efficiencies greater and your net profit 
would sustain its present level? 


Mr. McGavin: Again, I would refer you to the pricing policy of the 
company on page four of the brief, and so the company lives and operates on 
this policy. I would also refer briefly to Exhibit “D”, which shows that in 
addition to regular prices there are ad specials; in other words, the company is 
regularly as part of its merchandising program advertising and selling at these 
special ad prices on a regular basis. 

Mr. Ure: Yes, that is quite so, sir; but in the process you have also done 
two things, according to this five year summary of your operations. From 1961 
to 1965 your net profits increased from $5,353,000 to $10,274,000, according to 
this survey. Would that be about right? 

Mr. McGavin: I have no reason to say it is in error; I have not checked the 
figures. 

Mr. Urte: And your earnings per share in the period advanced from $66.35 
to $149.88. 

Mr. McGavin: I think I should also point out, however, that during that 
period there has been a substantial increase in the number of stores. 

Mr. Urte: Your funded debt in 1961 was $2,479,000, and in 1965, $1,160,000, 
all of which was attributable to Macdonalds Consolidated Limited. There is 
another funded debt in connection with Canada Safeway, which would leave 
one to believe that the net profits have been applied in the reduction of debt. I 
can also point out that your capital stock investment decreased from $10,868,000 
to $9,655,000, presumably by redemption of preferred stock. Would you say, Mr. 
McGavin, that that was indicative of the fact that with a high net profit as 
compared with the rest of the industry, perhaps your profits are higher than 
might be anticipated? 

Mr. McGavin: I would not, with respect, agree with that suggestion, Mr. 
Urie. There are two points. First the funded debt in respect of Wingate 
Equipment Lessors Limited, and, secondly, the redemption of preferred shares 
in connection with Canada Safeway. In respect to those two matters, I simply 
say that is quite normal financial operation for a company to carry out. Firstly, 
reducing its debt and secondly, buying redeemed preferred shares. 

Mr. Urze: I am not suggesting it is not, but I brought those figures out by 
reason of the fact that you just made a statement that during the period in 
question there had been a large expansion in physical plant, which no doubt 
there was, but at the same time your funded debt was reduced and your capital 
was reduced, and apparently your profits have gone up, net and gross. 


Mr. McGavin: The picture, I submit, is a picture of an efficient operator, 
and the secret of that efficiency and that success is in large part the pricing 
policy you mentioned, of making goods, quality merchandise available to the 
consuming public at the least possible prices and having in mind always 
observance of the applicable laws. 


Mr. Joya: I have a supplementary question. On page 10 of your brief you 
say that for the year 1965 you had a net profit return on net worth of 15 per 
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cent and that it amounted to only 74 per cent because of your contingent 
lease obligations. Who are the owners of the stores you are operating? 


Mr. McGavin: I can’t give you a complete list at this stage, because I don’t 
have it, but there are many and varied owners. There are insurance companies, 
there are corporations in the United States who invest their funds. 


Mr. Joya: Do you control any of these lessors? 

Mr. SPELLIScy: No. 

Mr. JoYAL: Have you a substantial interest in any of these lessors? 
Mr. Speuuiscy: No, sir, not to my knowledge. 


Mr. UriE: Mr. McGavin referred to page 10 and to a return on investment 
method of calculating the success of your company by way of profit in 
contradistinction to the net profit as percentage of sales, and you say: 


But, in making such calculations, it should not be overlooked that 
Safeway leases rather than owns most of the buildings and land occupied 
by its store and other operations, and therefore has contingent liabilities 
not shown as part of a ‘traditional’? balance sheet. For the year 1965, 
Safeway’s net profit return on ‘‘net worth” was 15 per cent; but when 
lease obligations are capitalized—which is reasonable in view of the 
potential liability—the net profit return amounted to only 73 per cent 
of total investment employed. 


Now, sir, in obtaining your net profit of 15 per cent on the uncapitalized 
method of calculation, is it not a fact that the full occupancy charges which you 
have referred to as a footnote on page 11 have been charges and expense to the 
operations of the company? 


Mr. McGaAvin: I am sure they are only charged on current period. 


Mr. URIE: Only for the current period; but isn’t it a more legitimate 
calculation on your net profit to capitalize your contingent liabilities, because 
you are not going to run into that difficulty of— 


Mr. McGavin: Well, this I think devolves almost into specialized accounting 
theories. I do think it is reasonable, however, that where a company leases its 
property in large numbers like Safeway it is reasonable to capitalize the cost of 
those leases, not merely to show them as leases without attaching a dollar value 
to them. 

Mr. URIE: I know this is a difficult accounting argument, but the annual 
occupancy charges have been deducted before the net profits have been 
calculated. 


Mr. SPELLIScy: That is right; but if we had to take the one building back 
because it was not successful we would have the cost of the lease of that 
particular store. 


Mr. URIE: There is no question about that, but you also have the ability to 
dispose of the store. 


Mr. SPELLIScY: It might be most difficult. 

Mr. URIE: But the ability is there, nonetheless. 

Mr. McGavin: I am sure that stores, perhaps not many, have been unable 
to be leased if for some reason they don’t operate the stores. 

Mr. Uris: If I may ask one more question. Do your accounting practices 
enable you to determine what the sales of Macdonalds Consolidated are, what 
part of the total sales of $400 million come from Macdonalds Consolidated, and 
from Jasper Dairy, and from other subsidiaries? 

Mr. McGavin: Jasper Dairy has been acquired very recently as of Sep- 
tember, 1966. Its sales were not included as of December, 1965, but it will be as 
of the end of 1966. In so far as Macdonalds is concerned, the sales of Macdonalds 
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to independents are reflected in this figure of $400 million for 1965, and so 
because it is a consolidated figure it does show there. On an accounting basis it 
obviously does not include sales by Macdonalds to Safeway, because Safeway 
also sells the goods. 

Mr. URIE: What are the sales from independents for 1964? I would like 
them from 1960 to 1965. 

Mr. SPELLIScYy: We haven’t them for 1964, but in 1965 they were approxi- 
mately $50 million; that is an approximate figure. 

Mr. McCutTcHEON: On page 4 there is an explanation of the small amount of 
your holding in the United States and the great amount in Canada. Of this 
amount which is owned in Canada, are any of these shares of your company 
owned or controlled by another food company or corporation? 

Mr. SPELLISCY: Not in Canada. 

Mr. McGavin: There are two classes of shares of Safeway Limited. First, 
the common shares, all of which are owned by the parent corporation. None of 
the common shares are owned outside. The other class is the preferred shares. I 
do not have the exact details as to the ownership of those shares. I do not know 
of any of them being owned by food corporations. I do not have the details of 
the exact names. 

Mr. MacAu ay: In the brief it says they are all owned by Canadians. 


Mr. McGavin: They were sold originally to Canadians but subsequently 
may have been transferred to other parties. 

Mr. McCutTcHEon: I think you made it clear that there is not any 
interlocking, such as we discovered in another case, of another food company 
involved. 

Mr. McGavin: I think that is true, without qualification. 

Senator DESCHATELETS: On page 17, on the fourth line, there is an admis- 
sion and I would like you to give us a few comments on it. You say ‘While 
retailers’ prices of beef are generally higher this year...” I understand that you 
continue to offer a pretty good beef special. We are interested when we face a 
situation of increased price in a certain commodity and especially on meats, 
which in some cases represents one-third of a supermarket like yours. You must 
know at least one reason why prices increase in that way. Does it lie that the 
price has also increased at the wholesale or producers’ level? 

Mr. KraFrt: We do not know that it has increased at the producer level for 
sure. We know that as a retailer we are paying substantially more for beef and 
a number of other meat products this year than we did a year ago. 

Senator DESCHATELETS: I suppose you must have inquired as to the reason 
for this increase, because you are interested in paying as little as possible. If 
you are ever faced with an increased price, of course it must concern you 
because you would have to pass this increase over to the consumer. 

Mr. KRAFT: That is right. 

Senator DESCHATELETS: Could you give us some comments. We would like 
to know the origin of this increase and the reason, if possible. 


Mr. KrAFT: I do not know actually but I would assume that beef on the 
hoof this year is showing a better return to the producer than it did a year ago. 
I do not have the figures but they can be supplied. I know that on a dressed 
carcass basis we are paying considerably more than we paid a year ago, three 
cents to four cents a pound by the carcass, That is fat and bone and everything 
else—sirloin steak. 


Senator DESCHATELETS: This retails at a very substantial amount—when 


you say the price has increased at the wholesale level? 
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Mr. KRAFT: It does represent an increase at the retail level in the price of 
beef. — 
Senator DESCHATELETS: Did you never inquire or ask why there is such an 
increase? 
Mr. Krart: We buy all of our products at the best possible price that we 
can, in the beginning, from all of our suppliers, be they vegetables or groceries 
of any kind. We buy at the best price we can. 


Senator DESCHATELETS: Your explanation as to the increase in the price of 
beef generally for the past year? Did this increase take place at the suppliers’ 
level? 


Mr. KRAFT: Yes. 

Senator DESCHATELETS: And it was passed on to the consumer? 

Mr. Krart: There is not enough in the meat business to absorb it. It has to 
be passed on substantially when you operate on a thin margin of 2 or 3 per cent 
net on sales. You cannot absorb much, can you? 

Senator DESCHATELETS: You cannot give any details as to the approximate 
date. Is it six months or a year ago when you noticed this substantially? 


Mr. Krart: No, I cannot precisely, at the moment. I will get that informa- 
tion for you. 


Senator DESCHATELETS: If it is possible. 


Mr. KRAFT: We could supply information as to the various prices for meat 
this year as against a year ago if you want it. 


Co-Chairman Mr. BASForD: We would appreciate it. 


Mr. KrarFt: I might say this—on the way through from Winnipeg the other 
day—this might be of interest, as we are talking about meats. There has been 
considerable reference in various places to the high price of sirloin steaks this 
year. It is true they are higher than they were a year ago. It may be that they 
are higher than they were a year ago in proportion to other cuts—I think 
probably they are—but the law of supply and demand governs. We have not in 
our organization in Vancouver this year been able to get enough loins of beef to 
be able to advertise even once. We cannot get them. There are so many people 
steak hungry—it may be it is because we trim them better. We know that a lot 
of resort hotels were filled this year and during the summertime there was such 
a heavy demand for steaks that you may have to raise the price of steaks a little 
and go down on some of the other cuts so that you sell everything, so that you 
do not waste or have to destroy anything. We know that, though the price of 
beef by the carcass this year cost more than a year ago, some meat cuts have 
not gone up at all, even though we are paying more. We also know that, even 
though beef costs more this year, when we throw a pound of fat or bone in the 
barrel, we probably lose an extra four cents a pound more than we did a year 
ago. We also know that the beef that we sell, the bones and fat that we throw in 
the garbage barrel, are approximately equal to the sirloin steaks or sirloin 
roasts in another carcass of beef. We have to even everything out. 


Coming back to the mention I made of Winnipeg, when I was coming 
through the other day I asked my buyer “What has happened to dressed beef 
loins, why are these steaks so high this year?” He said “They have been very 
high but they have dropped 10 cents to 15 cents a pound in the last few days.” I 
asked why and he said “This is not uncommon at this time of the year, we could 
buy them for less than 65 cents a pound today, but they were much higher than 
this a couple of weeks ago and that in part is due to the change in season, 
children are back in school, the weather is turning a little cooler, people are 
ready to eat a little heavier meals, the demand for steaks has dropped off, the 
resort hotels have closed, the Americans have gone back home, so there is not 
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the same heavy demand for steaks today that there was a while ago; I think we 
can get enough loins to advertise steaks to supplement the loins that we get in 
straight carcass beef, so that we can probably run an advertisement.” I would 
not be surprised if you see soon that the prices are not high and there are some 
lower sirloin steak prices. That is seasonal. 

Senator DESCHATELETS: On exhibit 7, bananas, we had officials of a super- 
market here a few days ago. About bananas at retail, they said they were 

selling them at retail at eight cents a pound. That was Steinbergs. I notice here 
that you mention the regular price of bananas at 19.5 cents. 

Mr. KraAFt: And a special price of 12 1/2 cents a pound. 

Senator DESCHATELETsS: Is the difference between eight cents, 12 cents and 
19 cents due to transportation costs? Or what is the reason? 

Mr. Krart: I do not know. Mr. Steinberg may be buying his bananas ina 
different market. They may have had originally a different source. I do not 
know, but I know we cannot buy bananas at anywhere around eight cents a 
pound wholesale. Bananas are soft perishable items. There can be heavy 
shrinkage in bananas. We were selling them at eight pounds for $1 a couple of 
weeks ago in Vancouver. We were losing our shirt. Why? Because we were 
selling them at practically the invoice price that we paid, and we bought too 
many, or a mistake was made in our produce warehouse. The fruit ripened too 
fast. It went into the stores in a fully ripened condition, and we had a terrible 
shrinkage loss. 

That can happen on other items. It happened on seedless grapes not long 
ago in Vancouver. We had to distress several hundred cases of grapes at a price 
a lot less than what the grapes cost us. A lot less. Maybe it is faulty buying. 

Senator CARTER: Nearly all my questions have been answered, but I have 
just two short ones left. Mr. Kraft, on page 17 you referred to your private 
brands and labels. Could you tell the Committee what percentage of sales is 
represented by private brands? 

Mr. KRAFT: I am sorry, sir, we do not have that information. 

Senator CARTER: Would it be difficult to procure that information for the 
Committee? 

Mr. Krart: I think it would be very difficult. It would ie costly and 
difficult to get. 

Senator CARTER: We had one company before who had private brands and 
gave us that information. 

Mr. KraAFrtT: You see the private brands we have are not all sold through 
our own stores and we do not keep records. 

Senator CARTER: I am only interested in your own sales. The amount of 
your own sales is what interests me. What is represented by your own private 
brands as compared with the national brands you carry? 

Mr. KraFt: Well, we do not have that information and the only way it 
could be obtained would be to get private label cash register keys, I think, on 
the cash registers. It would be extremely costly and difficult. I do not know how 
we can get that information. 

Maybe I misunderstood the question. 

Mr. Joya: If you can come here and tell us that frozen strawberries could 
go down 02¢ on a 15 ounce package, with a 1 per cent mark-up surely you can 
give us the breakdown of sales on your house brands and on other brands, 
which is the question Senator Carter has put to you. 

Mr. Krart: I misunderstood the question, then, sir. Was that the question, 
sir? 

Senator CARTER: Yes. 
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Mr. Krart: The quantity of our house brands we sell versus the national 
brands. 

Mr. URIE: Right. 

Mr. KrarFt: Well, we could get some of that information on a purchase basis 
only. 

Senator CARTER: Well, the other company provided that information 
voluntarily this morning in their brief. I thought it would be nice to make a 
comparison of the information. 

Mr. SPELLISCY: We could not get the information for sales, but we could 
show a percentage of purchases in private brands versus outside brands. We 
could give you a percentage of purchases. As Mr. Kraft says, to get actual sales 
figures would be most difficult. 

Senator CARTER: We would like the relation between purchases and sales. 

Mr. KRAFT: You would like that information? 

Senator CarTER: So that there would be some relationship when we look at 
the figures. 

Mr. Krart: If you would like that information, senator, we will try to get it 
for you. 

Senator CARTER: I would like what information we can get in order to make 
the comparison. 

Mr. UriE: Purchases would be all right, sir, if we knew what your turnover 
was. Is it any different on your private labels from standard? Is it, for example, 
24 times or 3 times? 

Mr. SPELLISCY: Again, we have not taken off figures to show you. We have 
not done that. 

Mr. UriE: As between the two, but you have for a whole stock, such as 
canned goods, for example. 

Mr. KRAFT: We can tell you how many thousand cases of canned peaches 
we pack in a season. We can do that. 

Co-Chairman Mr. BASForD: Senator Carter is looking for a statement 
similar to one made this morning, which indicated that, while the variety of 
such products is wide, in terms of total sales it is small, comprising less than 5 
per cent of the total. 

The senator is looking for some type of rough figure. 

Mr. SpPELLIScy: Tell us what figures you received from Loblaws this 
morning and the basis for them, and we will prepare ours on the same basis and 
you can make the comparison. 

Mr. UriE: Dominion Stores, A & P and Steinberg’s also are going to provide 
similar information. 

Mr. KRAFT: You tell us how and we will certainly do it. 


Senator CARTER: I have only one other question. At the bottom of page 13 
and on the top of page 14, when you are talking about your pricing methods, 
you say: 

It is only after we finally settle on the “‘best” price, that we are able to 
calculate a “mark-up” for that item. 


What goes before and after that statement indicates that there is a little trial 
and error going on which could take some time before you really arrive at the 
price you are going to use. 


Mr. KrarFt: That is very often the case, if not usual. 


Senator CARTER: Can you tell us how long that period would be? Would it 
be 2 or 3 days, a week, or what? 
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Mr. KRAFT: It depends on the commodity and there is a historical relation- 
ship on most items, over a period of many years perhaps, as to the profit that 
can be taken on an item to be competitive. But you have to check constantly 
also. You will notice here, sir, that on the first page of Exhibit D, for instance, 
we sell some products on a very low marginal basis. I guess the lowest one on 
this page is butter. We make only 14 per cent on butter. 

Now, so long as I can remember in the grocery business there has been a 
low margin on butter. Over 36 years ago I opened and managed one of the first 
two Safeway stores that ever opened in Calgary and southern Alberta, and for 
as long as I can remember butter has always sold on a very low marginal basis. 

I do not recall when we have ever realized a per pound price on butter as 
much as 7%. 

Senator CARTER: Perhaps I did not make myself clear. I got the impression 
from your brief that in the case of many items it took considerable time before 
you arrived at the final price that you were going to use, and I want to know 
how long that period would be. 

Mr. KraFt: It does not necessarily take a considerable time, sir, on an item 
that we have an historical background on, or some historical knowledge of. But 
especially on a new non-food item—and we sometimes guess wrong in our 
buying—it is difficult to know what we should sell the item for and what kind 
of profit can be realized. A price may be adjusted two or three times and 
maybe that item will be discontinued or kicked out completely. 

Co-Chairman Mr. BASFORD: Yes, Mr. Saltsman. 

Mr. SaLtsMAN: Thank you, Mr. Chairman. I hope that I will not be 
repeating some questions that were asked in my absence. 

Co-Chairman Mr. BAsFrorp: It being five to six, I hope not. 


Mr. SALTSMAN: I am interested in your expression on page 13 of your brief 
where you say, 
it is only after we finally settle on the “best’’ price that we are able to 
calculate a ‘““mark-up” for that item. 


What, in your definition, constitutes the best price? In other words, what is the 
best price for whom and on what basis do you say it is your best price? That is 
right down at the bottom of page 13. 

Co-Chairman Mr. Basrorp: Mr. Kraft was asked a quite similar question 
earlier in the afternoon. 

Mr. SaLTSMAN: Do you think I should pass on to another question? 

Co-Chairman Mr. Basrorp: His answer as I recall it, briefly, was “the price 
they would move the goods at and turn a profit’. I do not want to put words in 
your mouth, Mr. Kraft. 

Mr. KraFt: That is right. I was just trying to find where we stated it in the 
brief. 

Mr. SALTSMAN: There have been a number of questions on the matter of 
private brands versus national brands. 

Mr. KRAFT: Yes, sir. 

Mr. SALTSMAN: Can you tell me whether there is a different pattern in the 
United States on the sale of private brands from the pattern that is effected in 
Canada? For instance, are there more private brands sold in the United States 
than in Canada? 

Mr. KraFt: I do not know, sir. I have not got factual information on that 
score. | 
Mr. SALTSMAN: Do you see a growth of private brands in Canada’? Do you 
see a growth taking place in the sale of private brands versus national brands? 
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Mr. KRAFT: I do not have any factual information on that score either. 

There are some new private brands which come along, but there are also 
others that slip by the wayside and sometimes are discontinued. 

Mr. SALTSMAN: Do you think that there is any advantage, through an 
increase in the use of private brands as against national brands, from the 
consumer’s point of view? 

Mr. Krart: I could speak only for our own organization, and we are 
constantly trying to buy or pack, or arrange to have packed for us, merchandise 
that will give a better consumer value. And to the extent that we can find other 
items that can be purchased for a lower first price and will offer a better 
consumer value, certain additional private brands can be expected. 

I think that is the situation, sir, briefly. 

Mr. SALTSMAN: I would like to take a moment, Mr. Chairman, on this 
question of advertising consumer demand. There have been a number of 
questions posed to try to get an opinion on the interrelationship of this sort of 
thing. In your brief to the Royal Commission on Price Spreads, on page 3, you 
were talking about “freely-competitive profit-and-loss system of food distribu- 
tion.” And you said: 

A freely-competitive, profit-and-loss system of food distribution has 
been and always will be the most akin to “natural selection” of the most 
efficient methods, techniques, and marketing agencies. 


That is transferring a physiological term to a commercial situation. To what 
extent does the customer really demand these things? To what extent is the 
demand stimulated and fostered by advertising? Does the consumer demand as 
many stores as we have? Does the consumer demand as much advertising as is 
taking place, or is this a decision made by the industry on her behalf? 

Mr. McGavin: If I might comment on this: Obviously the individual 
consumer does not come into the store and say “Please, build another store.” 
This is a competitive economy, and the food industry is not regulated except in 
matters which come under the Food and Drug Act. But the matter of expansion 
and endeavouring to increase sales is one for the individual decision of the 
individual companies. As long as that happens and as long as that is the 
situation in Canada, the individual companies will continue to strive to increase 
their sales and in doing so they follow their own decisions as to what they 
consider to be the best means. You have heard evidence as to how various 
companies endeavour to increase their sales, and they do it at their discretion. 
In our brief we say the matter of advertising is very important. As you have 
noticed, the figures have tended to go down, but nevertheless it is a very 
important function. As long as you have a competitive economy, you will have 
companies endeavouring to increase their sales, and that means using the 
various methods available. 

Mr. SALTSMAN: We recognize that this is a competitive economy, but if I 
may sum up my line of questioning—is there any indication that there is such a 
thing as excessive competitiveness? Is there a competitiveness that does not 
work to the advantage of the consumer? Can the results be that costs may be 
incurred which are not to the consumer’s advantage? 


Mr. McGavin: We have no suggestions in this respect to make to the 
committee. Basically we say that the consumer benefits when there is a free 
competitive situation and although there may seem to be some examples that 
are not too much in the public interest, nevertheless if you eliminate or reduce 
the area of competition, the benefits which will be denied and the disadvantages 
which will flow can far outweigh the apparent disadvantages you are looking at 
now. In other words the competitive system has produced a standard of living 
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in Canada which is one of the very highest in the world. If you interfere with 
that process you will endanger some of those advantages. 

Senator McDona.p: Where do you buy your fresh meat products. 

Mr. Krart: We buy them from all the recognized packing plants and 
slaughterhouses. 

Senator McDONALD: From more than one? 

Mr. KRAFT: Yes. 

Senator McDONALD: In one area? 

Mr. Krart: Yes; in Winnipeg we probably buy from all the licensed 
inspected meat plants. 

Senator McDONALD: What beef do you buy? 

Mr. KRAFT: We buy the very best beef we can buy—choice and some good. 
Choice is red brand and good is blue brand, as you know. We buy mostly choice. 
Then, out in Vancouver we cut nothing but steers. 

Senator McDONALD: Do you import any meat? 

Mr. KRAFT: No. 

Co-Chairman Mr. BAsFrorp: Mr. Olson. 

Mr. Ouson: It is five minutes after six. My questioning will take a few 
minutes. I wonder if we should adjourn until eight o’clock. 

Co-Chairman Mr. BasrorpD: Oh, I would not want to do that. You are the 
last person who wants to ask questions. Be as brief as possible now. 1am, of 
course, in the hands of the committee, but I presume they would not want to sit 
tonight. 

Mr. Ouson: At page 18 of your summation you say that: 

More people, more affluent, wanted more steaks. So prices had to be 
adjusted upward, both by packers on loins and by retailers on steaks, 
relative to other cuts, to avoid early selling-out of steaks while less-fancy 
cuts would remain unsold and have to be thrown away. 


When you increased the price of steaks in 1966, did the price of hamburger go 
down? 

Mr. Krart: Offhand I could not answer that, but we know the beef cost us 
more, and the fat and bones that went into the garbage barrel cost us more. 

Mr. Otson: Was there any difference between 1964 and 1965 and between 
1965 and 1966 so far as the bones in the barrel were concerned? 

Mr. Krart: No, except it cost us more. 

Mr. Otson: When did the sides of beef cost you more in 1966. I have before 
me Exhibit C which was put before us by Dominion Stores for the weeks of 
June 13, June 20, June 27, July 4, July 11, July 18 and July 25, and in every 
case they show that the beef cost them five cents or so per pound less than it 
did in 1965. Were you unable to buy beef during those two months at a lower 
price than you paid in 1965? 

Mr. Krart: I cannot answer that offhand. I would have to get those figures 
for you. 

Mr. OLson: Throughout the whole of the hearing, Mr. Kraft, you have 
attempted, I think, to leave the impression with this committee that you have 
been paying more for beef all through 1966. 

Mr. McGavin: If it would be of assistance, we can supply figures for specific 
periods. 


Mr. Oxtson: The figures I need to make a valid comparison are the prices 
for sides of beef and hinds of beef for each week in June and July in 1965 and 
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in 1966. Along with that I need your regular selling price of a number of beef 
cuts, sirloin steak, T-bone steak, round steak, hamburger, etc. What was the 
regular selling price in 1965 and 1966? I am getting a little weary of being told 
that beef cost us more in 1966, because the evidence we have before this 
committee, from the producer’s point of view is that the price paid for live 
steers in the stockyards all across Canada was lower in 1966 than 1965. Now on 
the basis of the evidence given to us by this particular store, they indicate they 
also paid less for beef in that particular time so far as purchases were 
concerned. All the statistics gathered by the D.B.S. and all the regular selling 
prices given by other witnesses show that they charged more not only for the 
higher-priced cuts but also for lower-priced cuts. 


Co-Chairman Mr. BAsrorD: You have asked for a statement of meat costs 
for 1965 and 1966 and the statement of selling prices for 1965 and 1966, is that 
correct? 


Mr. OLSON: That is correct. I have asked specifically for the weeks I have 
mentioned, but I would like the rest of the weeks too. It does not seem it would 
be too great a job to compile this because several of the other witnesses have 
given it to us. 


Mr. KraFT: Were they from the middle of October? This report was just 
completed, and this is only on the basis of current prices. 


Mr. OLSON: The terms of our inquiry, Mr. Kraft, require us to make an 
inquiry into the increasing cost of living in 1966—not only for October of 1966. 

Co-Chairman Mr. Basrorp: Mr. Olson, I think I have correctly stated the 
statement you want. As I understand it, the witnesses are prepared to supply 
the statement. There is going to be a problem in your case, I think, because you 
are going to compare them with Exhibit C-1, I believe, which, as I recollect, 
were prices in Toronto. I do not think Safeway buys in Toronto; I do not know. 

Mr. OLson: We have the figures of what this was sold for in all the 
stockyards across Canada during the week. We can make these kinds of 
comparisons as long as we have these prices. 

On page 16 you say—this is about 10 lines down—that for butter the price 
was up 2 cents compared to 1965, and the markup down 8.5 percentage points. 
What do you mean by that? 

Mr. KrarFt: Well, if butter— 

Mr. SPELLISCY: Could I answer that? 

Mr. KRaFT: Yes, you go ahead. 

Mr. SPELLISCy: Our markup on butter was down 8.5 per cent. 

Mr. OLSON: Do you mean it is 8.5 per cent? You say “8.5 percentage 
points © 

Mr. KRaFt: Yes. 

Mr. OLSoNn: 8.5 per cent of what? 


Mr. KrarFt: Of the gross previously realized on butter. We may have been 
selling butter on a margin of two or three cents a pound only—that is the retail 
price against cost; and if it dropped one cent or went up one cent the mark-up 
might be influenced as much as 8-1/2 per cent or more. 

Mr. OLSON: 8-1/2 per cent of the mark-up that you were getting before? 

Mr. KRAFT: Yes. 


Mr. OLSoNn: Now, Mr. Chairman, I would like to turn or direct Mr. Kraft’s 
attention to Exhibit D, page 1. There you have canned milk, and the brand 
name that you show is Alpha—and this is at October 14, 1966. Your regular 
selling price was 16.5 cents. You show the same selling price for Lucerne, which 
is your brand name? 


Mr. KRAFT: Yes, sir. 
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Mr. Ouson: Who packs this Lucerne for you? 


Mr. Krart: The Lucerne in British Columbia is packed for us by Fraser 
Valley Milk Producers’ Association. 


Mr. OLson: Their brand name is Pacific? 


Mr. KRAFT: Yes. In Alberta it is packed for us by the Central Alberta Dairy 
Pool at Red Deer, Alberta. 


Mr. Ouson: This is one of the few items on which submissions have been 
made where the retail price for a private brand is the same as the retail price 
for a national brand. Do you pay Fraser Valley and Central Alberta Dairy Pool 
the same price for these two brands of milk? 


Mr. Krart: There is a packing allowance for quantity purchased, and 
originally we did not have Lucerne milk in B.C. for some considerable time. I 
think it is within the last year we bought it, and it cost slightly less, and we 
reduced the price in the beginning by half a cent per tin under the national 
brands which included Alpha. That resulted, I guess, in a price battle on milk, 
and other milks were reduced in price in our—in the competitors’ stores and, 
consequently, in Safeway. When the margin got down as low as it now is for 
other milk, we did not consider it necessary or advisable to carry the battle on 
any further or further reduce the price. 


Mr. Ouson: Is it the same milk? Is there a different formula or different 
process for producing Alpha, Pacific or Lucerne; or is it all the same milk? 


Mr. Krart: As far as I know, one is just as good as the other. 
Mr. OLSon: You do not give any specifications? 
Mr. Krart: No, it is first-quality canned milk. 


Mr. Otson: I wonder if you would answer this question: How much less do 
you pay for Lucerne milk than Alpha or Pacific per case? 


Mr. KRAFT: I cannot tell you exactly, but possibly 15 or 20 cents a case of 
48 tins. 


Mr. OLson: That is all? 
Mr. KRAFT: Yes. Less than half a cent a tin difference. 


Mr. Oxtson: Mr. Chairman, there is one other area I would like to go into. 
There is no page number on this statement you have given. It is Canadian 
Safeway Limited 1965 Annual Report. But, anyway, under Assets you show, 
“Werchandise inventories at lower of cost or market, $34,957,720”—and a 
number of other figures there. If we add the cost, the value of your inventory to 
the value of your store, warehouse, plant, automotive and other equipment, plus 
buildings and leasehold improvements, and then subtract the accumulated 
depreciation from this, this would represent fairly close to the capital invested 
in your operation, would it not? 

Mr. SPELLIScy: I do not quite follow you. 

Before answering that question, I would like to sit down and see what you 
are getting at. I would like to make the calculation. I would hate to answer just 
off the cuff on a calculation like that. 

Mr. Otson: When shall we do this, Mr. Chairman, if we do not do it now? 
This is the last time we will have an opportunity to cross-examine these 
witnesses. 

Co-Chairman Mr. Basrorp: As you know, we have gone through a number 
of witnesses, all on the understanding that these were preliminary inquiries and 
that if the committee at a later date felt it necessary, the witnesses would be 
recalled. 

Secondly, I might suggest that I quite frankly did not follow your question 
either, but I can suggest that it can be put in writing and directed to the 
company, and they are required under the rules to answer it. 
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Mr. SPELLISCY: I might add, Mr. Chairman, we would be quite happy to 
answer it. 

Mr. OLson: I could give them some time to answer the question, but it 
seems to me there may be some other questions that would arise from the 
answer that was given; and what do I do about that—keep submitting more 
written questions? 

Co-Chairman Mr. BAsrorD: Could we have the question again? 


Mr. OLson: I suggested that on the Consolidated—whatever it is—and I 
only have half of it on this Xerox copy— 

Co-Chairman Mr. BASForD: You are looking at the Annual Report? 

Mr. OLSON: I guess it is, and it is headed, “‘Consolidated Balance Sheet as of 
January 1, 1966 with comparative figures as of January 2, 1965.” 

On the January 1, 1966 there is an item of $34,957,720 for merchandise 
inventories at lower of cost or market. There is another item for $43,094,106 for 
fixed assets, at cost, store, warehouse, plant, automotive and other equipment; 
and an item for $10,273,965 for buildings and leasehold improvements. There is 
an item, “Less accumulated depreciation” of $23,697,545. 

I am asking if these figures, adding up the $34 million, the $53 million, and 
then subtracting $23 million of accumulated depreciation represents a fair 
total for the capital invested—not “for” but of the capital invested as of this 
time, as of the date that it is there? 


Co-Chairman Mr. BASFoRD: I do not know about the witness, but I cannot 
understand your question, Mr. Olson. I do not know how you can ignore certain 
assets, such as cash, completely. 


Mr. OLSON: Such as which? 
Co-Chairman Mr. BASForpD: Cash, or accounts receivable. 


Mr. McGAvin: I point out also that on the liability side shareholders’ equity 
is shown as constituting four items, two items under Capital Stock, the one item 
Capital Surplus and the one item Retained Earnings. That is shown in the 
statement as the Shareholders’ Equity in the company. 

Mr. OLson: Mr. Chairman, what I am trying to get at—and perhaps I do 
not understand this kind of accounting that is used here—is all of the 
investment in the operation of Canada Safeway Stores. I should like to know 
whether all of the fixed assets, such as stores, warehouses and plants, and all 
the other buildings, plus the leaseholds and improvements, plus the inventory— 
it seems to me that this must be reasonably close to the total investment 
required to carry on the operation. Is that wrong? 

Co-Chairman Mr. Basrorp: Surely, the total investment is as shown, 
namely, $93 million-odd. 

Mr. OLSON: I do not know if they require that amount of $16,877,000 in 
order to carry on the operation of their stores. Even if the total is $93 
million-odd, Mr. Chairman, we then find that they had a net profit of some $20 
million before taxes. That shows that there is a net return of somewhere in the 
neighbourhood of slightly over 20 per cent, does it not? 

Mr. McGavin: The figures show the net profit or return after taxes—and 
we suggest that this is a proper yardstick—of 2.56 per cent of sales. That is the 
figure we have given. If it is your wish to calculate it on an investment basis 
then you must take into account the fact that we lease a good many of our 
stores, and they must be capitalized. They are shown in the brief as 7.5 per cent. 
These, we submit, are appropriate figures. 

Co-Chairman Mr. BasrorpD: This is shown on page 10 of the brief, Mr. 
Olson. 

Mr. OLson: I do not completely accept a calculation on the basis of sales as 
being the most valid way of determining the return. 


i 
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Co-Chairman Mr. BAsrorp: No, but the point— 


Mr. Ouson: I am trying to get at it the other way. In my probably awkward 
way I am trying to find out how much net profit there is before taxes, and the 
distribution of dividends and all the other things, in so far as the investment in 
the operation is concerned. 


Co-Chairman Mr. Basrorp: Mr. Urie asked a long series of questions on the 
return on investment. He explored that line of questioning, starting with the 
sentence at the end of that paragraph which is to the effect that for the year 
1965, Safeway’s net profit return on “net worth” was 15 per cent, but when you 
capitalize the leaseholds it was 7.5 per cent. Mr. Urie asked a long series of 
questions directed towards getting the true picture on the basis of return on 
investment. Possibly Mr. Kraft’s answers were not satisfactory to you— 


Mr. OLson: While those questions may have been answered, Mr. Chairman, 
there was no agreement as to the acceptance by us of the answers. However, we 
will explore this further at another time. I hope we shall be calling these 
witnesses again before the end of these hearings. 

Co-Chairman Mr. Basrorpb: Yes, and I think I will say, towards satisfying 
you, that I discussed during lunch today with Dr. James the prospect of having 
all of the financial statements analyzed so that we may obtain our own 
interpretation of them. 

There being no further questions, I will declare the meeting adjourned. I 
would like to express on behalf of the committee our thanks to you, Mr. Kraft, 
and to your officials, for coming here this afternoon and giving us the statement 
you did, and for answering the questions put to you. I particularly appreciate 
your bringing the latest news from Vancouver. 


Whereupon the committee adjourned. 
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EXHIBIT “A” 
CANADA SAFEWAY LIMITED 1965 ANNUAL REPORT 


Board of Directors 
Walter J. Kraft 
Chairman 

A. G. Anselmo 

W. F. Griffiths 

John A. MacAulay, Q.C. 
D? C? McGavin)-Q.C. 


Auditors 
Peat, Marwick, Mitchell & Co. 
Vancouver Principal Officers 
Walter J. Kraft 
Transfer Agent & Registrar Chairman of the Board 
The Royal Trust Company W. F. Griffiths 
Winnipeg, Montreal, Toronto President 
Vancouver and Calgary A. G. Anselmo 


Vice-President 

James Johnson 
Vice-President 

John A. MacAulay, Q.C. 
Vice-President 

D.C. MeGavin, GC. 
Secretary 


CANADA SAFEWAY LIMITED 
To OUR SHAREHOLDERS: 


The superlative word “best” appropriately describes the results we attained 
in 1965. It was the best year in our history. It was the best in terms of sales and 
earnings. It was the best in terms of progress. The complete details are reported 
on the following pages. 


Particularly gratifying is the evidence of Canada Safeway Limited keeping 
apace with the growth of our country. While Canada approaches her centennial 
year, and our Company is merely 37 years of age (we began operations early in 
1929), there nevertheless exists a remarkable similarity in growth. As frontiers 
have been pushed farther West and North in this vast domain, opening up new 
areas of industrial and agricultural wealth, so has Canada Safeway Limited 
sought to participate in each advancement. No region is too remote for our 
consideration of new store sites. It has been this look-ahead planning that has 
forged our success as one of the three largest food chain organizations in 
Canada, and a leader of all others in food distribution in the Western provinces. 


Most recent examples include the exciting Peace River area in British 
Columbia, where an enormous hydro-electric project is underway; and the 
booming region surrounding Thompson, Manitoba, which contains the largest 
known nickel deposit in the world. Each has great promise of future productive 
growth which, of course, has not escaped our interest (see page 2, under 
“Construction Program’’). 


However, progress in our business is not measured solely in terms of 
expansion into new territories, nor in the colourful interiors or inviting facades 
of our modern-day supermarkets. Most important is the reputation of our 
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know-how and image in terms of people. To broaden experience within our 
ranks and also develop a reservoir of management talent, we have steadily 
increased our programs of employee training. 

We have been fortunate in attracting to our organization men and women 
who enjoy their roles in Safeway, are proud of their Company, and who show a 
friendliness that makes shopping in Safeway a truly pleasant experience. It is 
this sincere desire to maintain warm people-to-people relations that we feel is 
the key to our continuing success. 

With an organization of 9,578 such employees, with the construction 
projects already underway and the others coming off the drawing boards, we 
are quite optimistic that new records will be set by Canada Safeway in 1966. 


W. F. GRIFFITHS, 
President. 


WALTER J. KRAFT, 
Chairman of the Board. 
March 23, 1966, 
Winnipeg, Manitoba. 


1965 REVIEW OF OPERATIONS 
SALES 


Our sales of $400,235,283 in 1965 set another new record high in our 
history. This was an increase of $25,182,544, or 6.7%, over the previous record 
established in the 53-week fiscal year 1964. For a comparable 52-week year the 
increase would be 8.8%. 


NET INCOME 


Canada Safeway Limited income, both before and after provision for taxes 
on income levied by the Dominion and Provincial governments, also peaked to a 
new record. For the 52-week fiscal year 1965, pre-tax income totaled $20,639,- 
493; provision for taxes on income amounted to $10,365,000; leaving net income 
of $10,274,493. This compares with net income of $9,323,256 for the fiscal 
53-week year of 1964. 


IMPACT OF 
SCIENTIFIC RESEARCH 


Hunches and guesswork have no place in today’s intensely complex and 
competitive retail food business. It is the age of the slide rule and scientific 
research. During 1965, Safeway continued probing for new methods and im- 
provements in every phase of operations—from selection of store sites, plant, 
warehousing, trucking facilities, to cooperating with suppliers in problems of 
quality control—all aimed at ensuring Safeway customers of product dependa- 
bility and lower costs resulting from more efficient distribution. 


CONSTRUCTION PROGRAM 


During 1965 we opened 13 new stores (6 were Safeway-built and 7 were 
owner-built). We closed 4 older, outmoded food stores, resulting in an increase 
of 9 stores retailing foods and related products. Among these were a second 
store in Prince George, B.C. (a third is already planned), and a new store in 
Dryden, Ontario. At year’s end there were 241 stores in operation. Noteworthy 
is our current status: 33% of our stores are less than 5 years old, and 74% are 
less than 10 years old. Many of the remaining stores have been substantially 
remodeled. As we entered 1966, 11 stores were under construction (4 Safeway- 
built, 7 owner-built). Being designed are a new distribution center, a frozen 
foods plant, an ice cream plant, and additions to several existing plants and 
warehouses. 
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OUR EMPLOYEES 

As referred to in the message to shareholders (page 1), our success depends 
on people—those who work for Safeway and in turn impress those who 
patronize our stores. The impression our people in the stores make upon 
customers, the image they reflect, is not left entirely to chance or personal 
whims. Traits of courtesy and friendliness are as much a part of Safeway’s 
training courses as check stand operations, stocking shelves, or trimming meats. 
It becomes a “way of life” in Safeway. Even in off-the-job activities, commu- 
nity projects particularly, Safeway employees excel in exemplifying good citi- 
zenship. We are fortunate, and proud, that in Safeway we have thousands of 
such civic-minded people participating in local projects. Our Company takes 
pride in upholding its responsibilities as a good citizen in every community 
where we operate. We consider this not so much a duty as a privilege. It is this 
combined corporate and individual spirit that unquestionably has contributed 
to Safeway’s success throughout the 37 years of our history in Canada. 


AUDITOR’S REPORT 


Peat, Marwick, Mitchell & Co. 
TO THE SHAREHOLDERS: 

We have examined the consolidated balance sheet of Canada Safeway 
Limited and subsidiaries as of January 1, 1966 and the statement of consolidated 
income and retained earnings for the 52 weeks ended on that date. Our 
examination included a general review of the accounting procedures and such 
tests of accounting records and other supporting evidence as we considered 
necessary in the circumstances. 

In our opinion the accompanying consolidated balance sheet and statement 
of consolidated income and retained earnings present fairly the financial 
position of the company and subsidiaries at January 1, 1966 and the results of 
their operations for the 52 weeks ended on that date, in accordance with 
generally accepted accounting principles applied on a basis consistent with that 
of the preceding year. 


Vancouver, B.C. 
March 4, 1966. 
PEAT, MARWICK, MITCHELL & CO., 


Chartered Accountants. 


CONSOLIDATED BALANCE SHEET 
As of January 1, 1966 (With Comparative Figures as of January 2, 1965) 


ASSETS 
January 1, January 2, 
1966 1965 
Current assets: 
SN i nhatnene eabpaiem we partie: telat YS ote niedtupeted aE eben Be. <i $ 16,877,484 $ 14,667,988 
Accounts receivables; OF OP ROlS 2S Save Stony Oe 3,601,485 3,704,035 
Merchandise inventories at lower of cost or market... ... 34,957,720 32,795,899 
Prenal ch expensesa. .a pad ngiaté. satalenrer aes tes 2 1,142,448 1,093 , 885 
Properties for development and sale within one year..... 1,462,937 304, 924 
Potalenrréent assets’! Ma) Wt, & S90, becatnely 58 , 042 , 074 52,566,731 


Mebee TOCORV EDIE. CECT « cacrisu- resented: Rese), Aen 285, 805 194,190 
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Fixed assets, at cost: 
Store, warehouse, plant, automotive and other equipment $ 43,094,106 $ 39,953,265 


Buildings and leasehold improvements................. 10,273 , 965 9,109,656 
53,368,071 49,062,921 
Less accumulated depreciation................ 2.00005. 23 , 697 , 545 20 , 955 , 047 
Dani S AEC eeaizernacis.o}. bea ripen), J0.-cand ra “B07 AT) 31586150 
35,578, 005 31,654,033 


$ 93,905,884 $ 84,414,954 


LIABILITIES AND SHAREHOLDERS’ EQUITY 


January 1, January 2, 
1966 1965 
Current liabilities: 
Accounts payable and accrued expenses...............- $ 13,485,829 $ 12,710,156 
Tnoomertaxes payable. pare .. 6. 2s ed es cab eee eee: 4,320,370 4,856,762 
Debenture payment due within one year............... — 200 , 000 
eka) Curve Wales | 4 sal) OG ee wee nw eo 17,806,199 17,766,918 
PeCDEOUITCE DAVADLS, JODG~ OPIN isi. 355 4 ny sidlis sma Spied e's Geers be Hs 1,160,000 1,379,000 
POP CEper MOCOMG. tAXGS wise 84 6 alee eae shee ee ho eee 1,645,499 1,558,630 
Shareholders’ equity: 
Capital stock: 
Cumulative redeemable preferred stock, par value 
$100 per share. Authorized 124,414 shares; out- 
standing as 4.40% series. (January 1, 1966, 
68,552 shares; January 2, 1965, 71,396 shares).. 6, 855, 200 7,139,600 
Common stock, par value $10 per share. Authorized 
and outstanding 280,000 shares............... 2,800 , 000 2, 800 , 000 
etek BUT DINE... GUO EPR ons oaneenes cats entered ees 571,778 294,694 
Pere CUO AERINIS puarreenntieee son hk ee te eae eae anew « 63 , 067 , 208 53,476,112 
73,294,186 63,710,406 


$ 93,905,884 $ 34,414,954 


Nores To FINANCIAL STATEMENTS 


1. Frxep Assets: The store, warehouse, plant, automotive, and other equipment of Wingate 
Equipment Lessors Limited, a subsidiary, which cost $24,613,418, are leased to Canada Safeway 
Limited and a subsidiary. As security for payment of its debentures, Wingate has assigned to a 
Trustee its lease with Canada Safeway Limited and all rentals thereunder. The leased equipment 
is subject to a floating charge in event of default. 

2. DEBENTURES PAYABLE: The debentures are payable by Wingate Equipment Lessors 
Limited, and consist of: $1,160,000 Series B, 43%, having a sinking fund requirement of $360,000 
annually through 1969, maturing in 1970 (Debentures of $640,000, which have been acquired 
to meet the 1966, and part of the 1967 sinking fund requirements, have been applied in reduction 
of the amount shown as debentures payable). 

3 CaprraL Srock: Under the terms of issue of the preferred stock, a fund of $300,000 
(expenditures from which are to be replenished by July 1, annually) has been set aside for the 
purchase of stock, if available at par value or less, for cancellation. 

During 1965, the company acquired through the purchase fund, 2,844 shares of 4.40% 
preferred stock which were cancelled. The preferred stock is subject to redemption on call at a 
premium which is now $2.00 per share and which reduces ultimately to 50 cents per share. Under 
the terms of the preferred stock issue, declarations or payments of dividends on the common 
stock may be restricted if they would reduce the- consolidated retained earnings to an amount 
less than 25% of the preferred stock then outstanding. 
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4. CapiraL Surpuus: A transfer was made from retained earnings to capital surplus of an 


amount equal to the cost of the 4.40% preferred stock purchased in 1965, $277,084. 


5. EMPLOYEE RETIREMENT PLAN: Payments by the company and a subsidiary into the 
Employee Retirement Plan Trust Fund for the year amounted to $325,806. 

6. OPERATING PRorit: Depreciation and amortization is included in the cost of sales and 
operating and administrative expenses as follows: 1965, $4,554,374; 1964, $4,117,863. 

Remuneration of Directors, as salaried employees, amounted to $199,276 in 1965; $191,164 


in 1964. 


7. CONTINGENT LIABILITIES AND COMMITMENTS: The liability upon completion of contracts 
for construction of buildings and purchase of land amounted to approximately $1,530,395, at 


January 1, 1966. 


STATEMENT OF CONSOLIDATED INCOME AND RETAINED EARNINGS 


For the 52 Weeks Ended January 1, 1966 


(With Comparative Figures for the 53 Weeks Ended January 2, 1965) 


Sales: 


Moctite publica (eres brug atop en ee ee ne eee ees 
Womparent COMPANY... secu) Ines hee Re eee 


FLCC Cr a eRe eens A Miramar yh FeO Ak 


Crossuprotittine osu ih demu ewst: AA, ab 
Operating and administrative expenses..................... 


Operating profiit.s. .60etal. Sra. of See ace 
Interest 20d Sundry. INCOM sas ; a ah ace cae bee ee e 


Other charges: 


Interest"on debenturés.s: 00... 2 0 fee ores re 1 ROR 
Otherititerest:: 2e%. ne, 2. Soe. Oe oe Beat 
Loss on disposal of fixed assets (net)................... 
Amortization of debenture issue expense................ 


Income béforetaxeson income.......%.2..224 0)... 
Rrovision for taxes om ineome:.e........ eee. Awe 


Deduct: 
Cash dividends: 


Oo) 20) 9) fal ad ee) Qs) Py wee Sb. of a Bhs Mee era) ia a So) Gait te CMe, of 


1965 


$400 , 235, 283 


630,704 


400 , 865 , 987 
325,171,845 


75,694, 142 
55,577, 224 


20,116,918 


730,145 


20,847,063 


57,408 
8,592 
141,570 


207,570 


20,639, 493 
10,365,000 


10,274,493 
53,476, 112 


63 , 750 , 605 


7,316 


63,757,921 


301,629 
112,000 


277 ,084 
690,713 


Retained earnings at end of period........................ $ 63,067,208 


1964 


$375 , 052,729 


1,164,473 


376,217, 202 
306 , 354, 209 


69 , 862,993 
51,472,172 


18,390, 821 


564, 653 


18,955,474 


80,152 
546 
32,293 
G , 227 


122,218 


18, 833 , 256 


9,510,000 


9,323,256 


44,866,586 


54,189,842 


7,106 


54,196,948 


314,142 
112,000 


294,694 
720, 836 


$ 53,476,112 


CONSUMER CREDIT 653 


The leases in effect as to all companies for stores, warehouses, and other properties number 
276. Of these, 214 contain options to cancel. Should the company exercise these options, it could 
be required to purchase 178 properties. The minimum rental on leases in effect at year-end, for 
the years or periods as noted hereunder, is as follows: 


10601: BRA ae $6 , 803, 000 B7IA10Tb2 er ss 2 $33, 382, 429 
1067.0 abs ere $6,790, 000 F070 1080) So Oks $31, 566,000 
1068 ee $6,776,012 LO ee ae Rea $18, 194,000 
1965: WE eee $6, 750, 000 Miber TOSD La os... be es $ 1,598,000 
1970. SA ae $6,738, 000 


8. DEFERRED INcoME Taxss: As in previous years, the companies will be allowed in 1965, 
depreciation for tax purposes in excess of that recorded in the accounts. Accordingly, income 
taxes otherwise payable for the year have been reduced by $86,869. The cumulative amount by 
which taxes otherwise payable have been reduced is $1,645,499, and this amount is applicable 
to future years when the depreciation for tax purposes may be less than the amounts recorded 
on the books of the companies. 


Approved on Behalf of the Board of Directors: 


WALTER P. KRAFT, W. D. GRIFFITH, 
Director Director 


25012—7 
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EXHIBIT “B” 


DEPARTMENT OF JUSTICE 
DIRECTOR OF INVESTIGATION AND RESEARCH 


Combines Investigation Act 
Ottawa 4 


File B029-09-C3 Room 746, Justice Building. 


April 14, 1964. 
D.C. McGavin, Esq., Q.C., 


Messrs. Aikins, MacAulay, Moffatt, 
Dickson, Hinch & McGavin, 

Barristers and Solicitors, 

941 Somerset Building, 

294 Portage Avenue, 

Winnipeg 1, Manitoba. 


In the Matter of the Combines Investigation Act 
and 
In the Matter of an Inquiry Relating to the Pro- 


duction, Purchase, Distribution and Supply of Milk, 
Ice Cream and Related Products in British Columbia 


Dear Mr. Gavin: 


After carefully considering the evidence in this matter I have concluded 
that it does not indicate a breach of the Combines Investigation Act and have 
discontinued the inquiry. The Restrictive Trade Practices Commission has con- 
curred in the discontinuance and the discontinuance has been reported to the 
Minister of Justice as required by the Act. 


Yours very truly, 
D. H. W. HENRY, 
Director. 
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CANADA SAFEWAY LIMITED 


Item Price & DEPARTMENTAL GRoss PRoFIT INFORMATION 
(Vancouver, B.C.) 


Regular Recent 
Prices 1966 
Fresh Fruits and Vegetables 10/14/66 Ad Prices 

¢ ¢ 
Potatoes, Local #1 Netted Gem 10 lb. shopping bag............ 63 49 

an arias sePalOit eicmeee os i dage <7 Ame aap ste Lee clpks Sa ales ae 19.5 12.5 

MacIntosh Apples, Fancy or Better, per lb.................... 16.3 12.5 

Oringes “Gali ormiaownkise, per 1D. yas. om gowns ee eee ke 22-0 14.3 
Cabbage, Local, per lp...2. 2... G. 32 2... ac Ss 7 6 


PropucE DEPARTMENT REALIZED Gross PRoFit RATE 
UP FROM A YEAR AGO ONLY 0.49% POINT ON SALES 
(See discussion below) 
Meats, Poultry, Fish 
Choice Beef: 


Round Steak .< 2... 2. Sa oe, BE ee. per lb. $ .98 eh) 
TU D WR ORS0 ae ae. Hx cate PE te erp eas tees Be cas cae: .93 .79 
DITION pO LOAcoe SMe. sie al \ ae DHS ee Eat ie wad 1.25 — 
Pigoin SEip WOast... sha aed doa eal ew ee aie eee otha 1.09 .98 
Round sb one ROSE. fs As Ss vb OE ee ee ee ide .65 245 
CHUCK IR Oast. anak. atsce ae U2 2 es ee ee os .59 645 
Rib: Roast. . aie: deca fe Se a OR eas ee. eT hes, 89 79 
Chick Short Ribs... 7. Se. 4. seca Be ek) ee = oe 55 — 
Plate Beel..o. ce. Fas ae ee Oe a et ee a .39 — 
Brisket, Bone Ine. sk: Ss. & Je: 2 Me. Be ee. Ca AT — 
Centre Shank. 25.70% Ree. Bee ee. Ye .59 — 
(Ground: Beek. Bees Be hls 2 a OI es ERAS ne Baer .59 fod 
TEV Ie MC IGK CHG LIOLE . die, Seth ocr s/c ccrane am oes Game dae Has .43 
Dliced bacon # 1S protec cee FE eee ee nee ee (orare 1.19 .99; 1.09 
Breakiish Sausage £2... 8. wa eee oe ee ee es ae ar 167 
Weuners; Bulk. oc. ies. 04. See Oe a ae Si ee aig xi .43 .39 


Meat DmPARTMENT REALIZED Gross PRoFIT RATE 
UP FROM A YEAR AGO ONLY 0.71% ON SALES 
(See discussion below) 


Year-to-Date Departmental Gross Profits 


Meaningful retailing markups on most individual produce and meat items 
are impossible to compute—on produce items because of variable sizing, trim, 
spoilage, and shrinkage that necessarily occurs in preparation of individual 
items for retail sale from the bulk shipping units purchased; and on fresh meats 
such as beef items because numerous alternative consumer cuts (along with 
salvage bone and fat) are derived from each of the primal cuts, quarters, or 
carcasses purchased at wholesale. That is, “cost” of the various items as priced 
and offered for sale at retail cannot be determined (except by highly arbitrary 
yield allowances or proration). 


Moreover, supplies and therefore bulk wholesale costs and item retail 
prices of perishable fresh fruits and vegetables, for example, vary substantially 
and frequently, with the season, weather, and other factors affecting avail- 
ability—and “distress” price reductions are often made at retail to prevent spoil- 
age—so that any price-cost “markup” calculation on a given date for a given 


item cannot be considered a valid representation of the selling margin for that 
product. 


In addition, meats in particular are frequently specialed at substantial 
retail price reductions at which time movement of the specialed items increases 
markedly. Therefore, even for those meat department items purchased at 
wholesale in more or less the same form as retailed (chickens, bacon, sausage, 
and wieners in the above list), “markups” calculated at regular retail prices are 
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not representative of the cost-price margins at which a substantial portion or 
bulk of the sales occur. Examples: At the 10/14/66 regular chicken price above, 
the ‘“markup” was 22 per cent, up 2 1/2 percentage points from a year earlier; 
but at ad special prices in a few preceding months, markups ranged from 34 
per cent to 15 per cent. At the 10/14/66 regular price for No. 1 bacon above, the 
“markup” was 24 1/2 per cent, up 2 percentage points from a year earlier; but 
at recent ad special prices, markups were at 21 per cent, 14 per cent and 11 per 
cent. 


With such variations in perishable product availability, and in costs, retail 
item prices, specials, “markups”, and movement, the results of a retailer’s 
flexible pricing and merchandising of produce and meats is better shown in 
departmental gross profit rates over a period of time, than in item “markups” on 
any given date or dates. This year to date this Safeway Division’s gross profit 
rate on sales for the Produce Department was 0.49 percentage points higher 
than a year earlier, and for the Meat Department 0.71 percentage points higher 
than a year earlier. (Were these increases “removed” from present retail prices, 
it would reduce the price of a 10¢ per pound produce item by only 1/20 of 1¢ 
per pound, and a 75¢ per pound meat item by about 1/2 of 1¢ per pound). 
Incidentally, advances in retail store employee cost ratios to sales more than 
offset the Division’s gross profit rate increase for the Produce Department, and 
partially offset it for the Meat Department. 
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TUESDAY, OCTOBER 25, 1966 


JOINT CHAIRMEN 
The Honourable Senator David A. Croll! 


and 


Mr. S. Ron Basford, M.P. 


WITNESSES: 


M. Loeb Limited: Mr. Bertram Loeb, President; Mr. Curtis Kerns, 
Director of Perishables; Mr. Norman Lesh, Director of Advertising; 
Mr. Thomas Greig, Director of Finance; Mr. Jack Rabinovitch, Vice- 
President, Retail Operations; Mr. G. Fischer, Director of Meat 
Operations. 

Western Grocers Limited: Mr. E. S. Cooper, President. 


ROGER DUHAMEL, F.R.S.C. 
QUEEN’S PRINTER AND CONTROLLER OF STATIONERY 
OTTAWA, 1966 
25014—1 


MEMBERS OF THE SPECIAL JOINT COMMITTEE OF THE SENATE AND 
HOUSE OF COMMONS ON CONSUMER CREDIT 


(PRICES) 
FOR THE SENATE 
Hon. David A. Croll, Joint Chairman 


the Honourable Senators 


Carter, Hollett, Thorvaldson, 
Croll, Inman, Urquhart, 
Deschatelets, McDonald (Moosomin),  Vaillancourt—(12). 
Hastings, McGrand, 
O’Leary (Antigonish- 
Guysborough), 


FOR THE HOUSE OF COMMONS 
Mr. S. Ron Basford, Joint Chairman 


Members of the House of Commons 


Allmand, Duquet, McLelland, 
Andras, Gray, Olson, 

Basford, Horner (Acadia), Otto, 

Cashin, Irvine, Ryan, 

Choquette, Leblanc (Laurier), Saltsman, 
Clancy, Lefebvre, Scott (Danforth), 
Code, Mandziuk, Smith, 
Crossman, McCutcheon, Whelan—(24). 


36 members 
Quorum 7 


SUPPLEMENTARY ORDERS OF REFERENCE 


Extract from the Votes and Proceedings of the House of Commons, 
September 9, 1966:— 

“Mr. Sharp, seconded by Miss LaMarsh, moved,—That the Joint 
Committee of the Senate and House of Commons appointed by this House 
on March 15, 1966, to enquire into and report upon the problems of 
consumer credit, be instructed to also enquire into and report upon the 
trends in the cost of living in Canada and factors which may have 
contributed to changes in the cost of living in Canada in recent months; 

And that a Message be sent to the Senate to acquaint Their Honours 
thereof and to request the concurrence of that House thereto. 

And the question being proposed; 

Mr. Pickersgill, seconded by Mr. MclIlraith, moved in amendment 
thereto,—That the motion be amended by striking out the words “by this 
House on March 15, 1966” where they appear in the second line thereof 
and by inserting in the motion as the second paragraph the following: 

“That the Committee have leave to sit notwithstanding any ad- 
journment of this House;”’. 

And the question being put on the said amendment, it was agreed to. 

After debate on the main motion as amended, it was agreed to.” 


Extract from the Votes and Proceedings of the House of Commons, October 
7, 1966:— 

By unanimous consent, Mr. Basford, seconded by Mr. Allmand, 
moved,—That the First and Second Reports of the Special Joint Com- 
mittee on Consumer Credit and Cost of Living, presented to the House on 
Friday, April 1 and Thursday, October 6, 1966, be concurred in. 

After debate thereon, the question being put on the said motion, it 
was agreed to. 

Accordingly, the said Reports were concurred in and are as follows: 


FIRST REPORT 


Your Committee recommends that seven (7) of its Members consti- 
tute a quorum, provided that both Houses are represented. 


SECOND REPORT 
Your Committee recommends that the House of Commons section of 
the said Committee be granted leave to sit while the House is sitting. 
LEON-J. RAYMOND, 
Clerk of the House of Commons. 


Extract from the Minutes of the Proceedings of the Senate, September 13, 
1966 :— 
“The Honourable Senator Connolly, P.C., moved, seconded by the 
Honourable Senator Hugessen: 


That the Senate do agree that the Joint Committee of the Senate and 
House of Commons appointed to enquire into and report upon the 


661 
25014—13 


662 JOINT COMMITTEE 


problems of consumer credit, be instructed also to enquire into and 
report upon the trends in the cost of living in Canada and factors which 
may have contributed to changes in the cost of living in Canada in recent 
months; and 

That a message be sent to the House of Commons to acquaint that 
House accordingly. 


After debate, and— 


The question being put on the motion, it was— 


Resolved in the affirmative.” 
J. F. MacNEILL, 


Clerk of the Senate. 


MINUTES OF PROCEEDINGS 


TUESDAY, October 25, 1966. 


Pursuant to adjournment and notice the Special Joint Committee on 
Consumer Credit (Prices) met this day at 9.30 a.m. 

Present: For the Senate: The Honourable Senators Carter, Croll (Joint 
Chairman), McDonald (Moosomin), McGrand and O’Leary (Antigonish- 
Guysborough).—5. 

For the House of Commons: Messrs. Allmand, Basford (Joint Chairman), 
Horner (Acadia), Irvine, Mandziuk, McLelland, Scott (Danforth), Smith and 
Whelan.—9. 

In attendance: Dr. R. Warren James, Special Assistant; Mr. John J. Urie, 
Q.C., Counsel; Mr. Marcel Joyal, Q.C., Associate Counsel; Mr. Jacques L’Heu- 
reux, C.A., Accountant. 


The following were heard: 
M. Loeb Limited: 
Mr. Bertram Loeb, President. 
Mr. Curtis Kerns, Director of Perishables. 
Mr. Norman Lesh, Director of Advertising. 
Mr. Thomas Greig, Director of Finance. 
Mr. Jack Rabinovitch, Vice-President, Retail Operations. 
Mr. G. Fischer, Director of Meat Operations. 


At 1.00 p.m. the Committee adjourned. 

At 3.00 p.m. the Committee resumed. 

Present: For the Senate: The Honourable Senators Carter, Croll (Joint 
Chairman), McDonald (Moosomin) and McGrand.—4. 

For the House of Commons: Messrs. Basford (Joint Chairman), Leblanc 
(Laurier), Lefebvre, McLelland, Saltsman and Whelan.—6. 

In attendance: Dr. R. Warren James, Special Assistant; Mr. John J. Urie, 
Q.C., Counsel; Mr. Marcel Joyal, Q.C., Associate Counsel, Mr. Jacques 
L’Heureux, C.A., Accountant. 


Mr. E. S. Cooper, President, Western Grocers Limited, was heard. 


At 5.45 p.m. the Committee adjourned until Thursday next, October 27, at 
9.30 a.m. 


Attest. 
John A. Hinds, 


Assistant Chief, 
Senate Committee Branch. 
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THE SENATE 


SPECIAL JOINT COMMITTEE OF THE SENATE AND 
HOUSE OF COMMONS ON CONSUMER CREDIT 


EVIDENCE 
Ottawa, Tuesday, October 25, 1966. 


The Special Joint Committee of the Senate and House of Commons on 
Consumer Credit met this day at 9.30 a.m. 


Senator David A. Croll and Mr. Ron Basford, M.P., Co-Chairmen. 


Co-Chairman Senator CROLL: I see a quorum. We have with us today Mr. 
Bertram Loeb, President of M. Loeb Limited, and some of his executives are 
with him. Mr. Loeb is presenting a brief now. 


Mr. Bertram Loeb, President, M. Loeb Limited: Thank you, Mr. Chairman. 
Good morning, ladies and gentlemen. With me this morning are six of our 
executives, and they will be available to answer any questions that may arise. 
They are: Norman Loeb, Chairman of our Board; Thomas Greig, Director of 
Finance; Norman Lesh, Director of Merchandising; Curtis Kerns, Director of 
Perishables; Jack Rabinovitch, Director of Retail Operations; and Jerry 
Fischer, Director of Meat Operations. 

With your kind permission, I should like at the outset to present a brief 
film covering a very important facet of our business, and that is the relationship 
between the franchised retailers that our company services and supplies, such 
retailers being engaged in the marketing and merchandising of food. The film 
has been prepared by the National American Wholesale Grocers Association, of 
which most leading wholesale food distributors are members. It will give you 
some indication of the scope of our operations and the opportunities available in 
the field of retail distribution for independent merchants. 

Following the film presentation, I shall proceed with my brief. 


(Film presentation) 


Mr. B. Logs: I am Bertram Loeb, President of M. Loeb Limited, Ottawa. I 
am happy to represent this company and, in a sense, also the 450 franchised 
retailers serviced by our distribution centres, as well as the many thousands of 
independent small retailers who daily enjoy the goods and services our 
company provides. It is my fervent hope that the information contained in this 
brief and the discussion which may ensue will be helpful to the committee in 
their search and understanding of the many facets and complexities of the food 
industry. 

M. Loeb Limited is an Ottawa-based company and is presently Canada’s 
largest food distributing organization, with anticipated sales in 1966 of about 
$245 million. It maintains eight distribution centres in Ontario and Quebec, 
from which it services and supplies 450 franchised food retailers and other large 
independent markets, as well as institutions of various types. A distribution 
centre is a large volume, one floor, automated, computerized warehouse, operat- 
ing on a low-cost basis and supplying a large portion of the retailers’ require- 
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ments, both perishables and non-perishables. We also operate 33 cash and carry 
warehouses in the major centres of Ontario and Quebec, supplying licensed 
retailers, corner stores, and small entrepreneurs, with their requirements on a 
cash and carry, low mark-up basis. Our company does not engage in manufac- 
turing, other than a small creamery producing butter, cheese and powdered 
milk, and it is not our policy to own or operate retail food stores. 

Historically, Canada has been and continues to be a nation of small 
entrepreneurs, independent businessmen who are proud of their self-reliance 
and their ability to accomplish miracles against overwhelming odds. They are 
marked by their competitive spirit and their single-mindedness of purpose. 
There are still, in spite of the increasing bigness of the major manufacturing 
and merchandising corporations, a large number of people who not only believe 
in and talk about free enterprise, but practise it by going into business for 
themselves. 

The continuing purpose of the independent franchised or unaffiliated 
retailer has been to give the consumer “more and more for less and less”. The 
distributing operations of this particular industry are divided into four 
stages—the manufacturer, the wholesaler, the retailer and the consumer. Of 
these, the first three exist to serve the fourth. This is a responsibility that 
requires the closest co-operation of all three to arrive at a combination of 
quality, convenience, breadth of choice and competitive prices. No one link in 
this chain of supply is more important than another, and none can function 
alone. 

The dramatic transformation of the corner grocery store to the one-stop, 
self-service supermarket is a widely healded Canadian epic. A virtually parallel 
development has taken place, however, “behind the scenes,” with little fanfare 
or public impact. This is the emergence of the “old line” wholesale grocer, who 
served these corner stores, to his now role as supplier and merchandising 
partner of these high-powered, high volume, independent franchised supermar- 
kets. 

This is a story that deserves telling not merely to correct misconceptions, 
but to convey the full significance of this revolution in food distribution that has 
so profoundly affected the habits, the health and the lives of our entire 
population. 

In the total marketing process, there is a link between manufacturing and 
retailing which traditionally has been called wholesaling. Its function is as vital 
to the success of an orderly, economical marketing system as manufacturing or 
retailing, and, in its own sphere, it is quite as highly specialized and complex. 
By whomever performed, it is a function that must be performed. 

The corporate chain, of course, undertakes this intermediate operation of 
warehousing, break-up and distribution, for itself. The wholesaler, such as our 
Own company, must redistribute the 6,000 to 8,000 items received from his 
hundreds of manufacturers to his outlets, while the chain store distributor 
re-distributes the same number of items to his limited number of larger stores. 
Therefore, the wholesale distributor must be more efficient than the chain store 
in order to remain competitive. From time to time some manufacturers, because 
of the character of their products or for other reasons, have attempted to 
perform this function for themselves, but virtually all food processors have 
discontinued this practice, finding it too onerous and costly. 

For the most part, the wholesaling function has usually been performed by 
the wholesaler. The wholesaler has always been something of an enigma, a man. 
of mystery. He has never been very well understood by anyone, except the two: 
people who need him most, the manufacturer and the retailer. Having no 
dealings with the consuming public, the wholesaler had no concern with them, 
and an image, entirely distorted, was created about this so-called middleman. 
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He was, in times gone by, a high cost operator, a speculator-buyer and a 
storage-purveyor. He bought as cheaply as he could, sold for as much as he 
could, and collected his money as fast as he could. What happened to the 
merchandise in the retail stores was of no concern to him. 

But, in the last decade, a new phenomenon in distribution arose, known as 
the voluntary or franchised group distributor, and this has added a new 
dimension to the distribution function. Such food distributors in Canada are few 
in number, but their growth and leadership have had tremendous impact on the 
entire distribution industry. 

The modern food distributor is no ordinary wholesaler, no buyer and seller 
of commodities. He is an imaginative, resourceful merchandiser, aggressive, 
skillful and efficient. He has assumed the leadership, direction and major 
responsibilities for the complete retailing effort of food stores franchised by 
him. It means the location of the store; the layout of the parking area; the 
design, engineering and decor of the premises; the equipment and personnel in 
the store; the advertising and promotion; the operating standards and policies; 
the financing and return on investment; the community and public relations; 
and then too, the merchandise it buys from him. In effect, the wholesaler 
provides all tHe goods and services to his franchised retail ‘Imermbers that a 
corporate chain headquarters would supply to its wholly-owned retail outlets. 

The success of the voluntary group sponsor or the wholesaler distribution 
specialist did not come quickly or easily. Companies like our own had to 
contend with: 


1. Superior money power of the corporate chains. 


2. Superior know-how of the chains in retail merchandising, real estate, 
engineering, advertising, and accounting. 


3. The strict control and command that chains could exercise over their 
store personnel. 


4. Superior buying advantages of chains by sheer volume of sales. 


5. Strong public image of chains as low priced stores contrasted with the 
unfavourable image of many independents and the early voluntary stores. 


Today the picture has changed materially, and we at M. Loeb Limited enter 
the second century of Canada’s nationhood with confidence and pride—confi- 
dence based on the fact that: 


1. The industry knows that voluntaries can compete successfully with the 
chains, and the techniques of doing it are known and available to all. 


2. A public awareness that the voluntary force is growing—also the 
awareness of suppliers, the advertising world and the financial fraternity. 


3. The voluntaries have pulled ahead of many chains in many fields, and 
dominate markets in some highly competitive areas. 

4. The voluntaries have become more efficient in many phases of distribu- 
tion than the chains. 

do. The voluntary retailer and his wholesaler partner have more flexibility, 
manoeuvrability and room for imagination than the chains. 

6. A new generation of wholesaler has grown up in the voluntary tradition 
and in the atmoshpere of success rather than frustration. We at M. Loeb 
Limited together with our retailer affiliates are not competing with the food 
chains for survival, or even equality. We are competing for leadership. 

7. A new generation of retailer has grown up in the voluntary system—a 
retailer who believes in it—in teamwork, trust and mutual growth. 

8. The independent food retailer sponsored by the efficient food distributors 
can, through teamwork, efficiency and determination, sell food to the consumer 
as low as or lower than any other form of marketing or merchandising concept. 
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9. The modern distribution specialist can plan and carry out different 
programs for different groups—large group supermarkets, independent retail- 
ers, bantam stores or small corner stores, and provide a variety of services 
according to the needs and potentialities of the individual or group. 

10. The strategic location of our warehouses throughout Ontario and 
Quebec enable the independent retailer franchised or unaffiliated to purchase 
his requirements as cheaply as or cheaper than the corporate chain. Since over 
50 per cent of the retail food business in these areas is done by independents, 
one can quickly observe the important role of the wholesaler. 

The success of this type of relationship between wholesaler and retailer can 
best be attested to by the growth of our company. In 1951 it had sales of $54 
million, with a profit margin of 8/10 of one per cent after taxes. During 1966 we 
expect wholesale sales of about $245 million with a net margin of around 9/10 of 
one per cent after taxes—a margin that has not changed during the last year. 
These and other operating figures are indicated in Appendix ‘“‘A”’, 


(See Exhibit “A” following this tect.) 


Our retail membership has grown from 34 affiliated stores in 1951 to 450 
franchised dealers in 1966. IGA Stores have in effect played a vital role in our 
operating areas, having brought modern merchandising techniques and lower 
prices to virtually hundreds of communities and suburban areas where previ- 
ously no modern food facilities existed. It has enabled hundreds of obscure 
individuals, men of moderate means, to own their own business and enjoy the 
blessings of our free enterprise system. Stores are owned by individuals and not 
by absentee corporations, and the miracle of the independents, backed up by 
their wholesaler strategists, is one of the great economic dramas of our time. 
Logically, one might say that the voluntary group concept of food distribution, 
as exemplified by the independently owned IGA Stores serviced by our 
company, is an answer to what a great American jurist called ‘‘the curse of 
bigness’’. 

No one can deny that the prices of food have increased. This matter is 
always of concern to us, for we are constantly involved in controlling costs at 
distributor level so that our retailers may remain competitive with the corpo- 
rate chains, provide outstanding values to the consumer, and at the same time 
enjoy a reasonable return for their effort and investment. 

But one fact must be reiterated. We at M. Loeb Limited and at the IGA Sup- 
ply depot have no control over the cost of food products at wholesale or retail. 
We supply our stores on what is known as a “cost plus” basis, that is, the cost 
of merchandise to us at warehouse level, plus a fee for services rendered the 
retailer. Such services would include warehousing, delivery, supervision, store 
engineering, merchandising, accounting and all and any other service required 
by the retailer. The charge for such services to the retailer has not been 
changed for the past fifteen years, despite the fact that our own operating costs 
have increased materially. We have been able to maintain our net profit after 
taxes by more efficient operations, greater use of computers, employing the most 
modern material handling equipment, and by large volume of sales. Our IGA 
retailers have been able to enjoy an ever-increasing share of the market and 
wide consumer acceptance by emulating the best that the corporate chains had 
to offer, by a strong program of fine private label or house brand merchandise, 
but above all by the personal application, dedication and service of the 
owner-operator. 

Since in many cases the independents have the bulk of their personal 
wealth invested in their stores, they have a built-in incentive to increase their 
sales. With the wholesaler solidly behind him to guarantee loans and provide 
services, the group-oriented independent is proceeding confidently and swiftly, 
unemcumbered by boards and excutive committees and absentee ownership. 
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Understanding the community in which he operates, he is moving into new 
growth areas or inadequately serviced areas with supermarkets custom-tailored 
to the size and potential of the community. With our population so widespread 
in Canada and with an abundance of progressive rural areas where resident 
ownership and community identification are possible and desirable, the in- 
dependent retailer has not only been able to find a place in the sun, but as well 
has been able to enjoy a return for his effort and investment. 

What has happened, then, is that the know-how, buying power, financial 
strength and other advantages of the distributor specialist have been subtly 
balanced with the resourcefulness, vigour and unique financial incentive of the 
independent businessman—a combination that has left some of the less flexible 
chains far behind. For the affiliated independent food retailer in Canada, of 
which IGA is the largest, the growth picture has been bright. These stores have 
increased their share of the nation’s food sales from 19 per cent in 1957, to 36 
per cent in 1965 and represent by far the fastest growing segment in the food 
industry. 

It is significant to note that while at wholesale level we have been able to 
absorb the increased costs for the reasons mentioned priviously, this has not 
been the case with our franchised retailers. Their advertising costs have almost 
doubled in the decade, and their labour, rent, interest rates, taxes and utilities 
have increased considerably. Yet their margin of net profit of about 2 per cent 
of sales after taxes has not changed materially in the past ten years. 

There are two other groups worthy of mention. Since this committee is 
concerned with the price of food, it is important to mention the vital role of the 
wholesale distributor in supplying his goods and services to the broad classifica- 
tion of “institutions”. This would include restaurants, hotels, hospitals, army 
camps, schools and others who provide Canadians with about 25 cent of their 
food consumption on a daily basis. Were it not for the efficient low cost of 
operations of today’s distribution specialist such as M. Loeb Limited, it is 
entirely possible that the price of a meal in your favourite restaurant might 
well be higher. 


Co-Chairman Senator CROLL: This could not be! 


Mr. Logs: The second group is the small corner, “mom and pop” store, the 
variety store, delicatessen, dairy bar, fruit or confectionery outlet, who depend 
upon the modern wholesaler for his supply of merchandise. A large percentage 
of these retailers procure their goods from any of the thirty-three Loeb Cash and 
Carry warehouses at a nominal mark-up over cost, thus enabling them to keep 
their prices fairly competitive and enjoy the benefits of a reasonable profit. 
There is no question, then, that the public generally benefits from the services 
of the modern distributor. 

Ours is a never ending struggle for improved efficiency, lower costs, 
increased productivity and the realization of a reasonable profit for our 
franchised retailers and our shareholders. Since we are not manufacturers or 
producers, we have no control over costs of foods. Nor is it our intention to 
pursue a policy of vertical integration or enter into the manufacturing of the 
goods we sell. We genuinely believe that the interest of the consumer can best 
be served and the lowest prices prevail when all segments of the food industry 
remain free agents, become highly skilled and efficient, and adhere to a strong 
program of specialization, whether in processing, in distribution or in retailing. 

In respect of the services we provide, our company enjoys as high a degree 
of productivity and efficiency as any other pure wholesaler in North America 
and higher than most. According to the latest distribution figures of the 
National American Wholesale Grocers Association, the average selection rate for 
all types of food wholesalers is 143 cases per man hour. The average selection 
rate of our company for our eight warehouses averages 187 cases per man hour. 
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The true standard of productivity is tons per man hour and the current average 
for all warehouses in the above survey totals 1.34 tons per man hour, whereas 
the average tons per man hour in our company is 1.70. In 1952, for each person 
employed in our company, the sales averaged $90,000 per employee annually. In 
1958, for each person employed in our company the sales averaged $160,000 per 
employee annually. In 1965, for each person employed in our company the sales 
averaged $200,000 per employee annually. 

Of the number of new items introduced by manufacturers annually, the 
mortality rate is 95 per cent. Cost of introducing, storing, handling and 
efficiently selling out of this item is added to the cost of the product. Somewhere 
along the line the large variety of sizes and shapes of packages and cartons of 
the same products also adds to the cost of the product from the manufacturer to 
the distributor and ultimately to the consumer. We are constantly in the 
forefront of modern trends and developments of low cost distribution and are 
determined to continue to provide for the small businessman the means to 
enjoy the many opportunities in this great land. 

I mentioned previously that our company engages in a strong and aggres- 
Sive program of private label or house brand merchandising. We have been 
promoting private label for several years, for it provides our retailer affiliates 
with a wide range of top quality food products manufactured by leading 
processors at substantially lower prices than nationally advertised brands. 
These lower costs and prices to our retailers make it possible for the consumer 
to enjoy lower prices on many items. 

In summary, then, I wish to submit that, in addition to embodying the 
finest elements of our free enterprise system and providing a bulwark against 
the elimination of competition, the distributor-retailer relationship has effec- 
tively prevented food prices from rising even higher. As consumer acceptance of 
the independents becomes more widespread in new operating areas, it can 
confidently be expected that prices will become stabilized and possibly decline. 

I wish to assure this committee that we have never been more conscious of 
our responsibilities to the consuming public. We believe too that the wholesale 
food industry is unexcelled in its effectiveness and efficiency. We pledge 
together with our retailers, both affiliated and independent, to continue to seek 
new ways and better means to further improve our operations and increase our 
efficiencies, so that a higher standard of food, at lower costs, may be made 
available to all Canadians. 


Co-Chairman Senator CROLL: I will wait for a minute or two while the. 
members of the committee look at Appendix A. 


Mr. Scott: Mr. Chairman, after that rousing eulogy one is almost afraid to 
ask any questions. Mr. Loeb, I wonder if you would give us—and this is just 
exploratory on my part—a little more detail of the contractual relationship 
between the distributor and what you call in one place “an affiliate”, and in 
another ‘‘a franchised dealer’’? 


Mr. B. Logs: “An Affiliate” is just a synonym for “a franchised dealer’. 
They are one and the same. We occasionally refer to them as affiliates because 
they are affiliated with our company. In other cases, we refer to them as 
franchised dealers, who are franchised by our company, but they are one and 
the same. 

The contractual relationship consists of an agreement between the whole- 
saler and the retailer by which the wholesaler, or the distributor, agrees to 
provide certain services and goods to the retailer upon prearranged conditions, 
and by which we ask the retailer, to whom we grant a franchise to operate in a 
specific area, to perform certain functions in respect to the franchise agreement. 
We agree to provide the retailer with lowcost warehousing, merchandising, 
supervision, financial assistance and so on. We ask the retailer, in turn, to 
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concentrate his purchases with us, to follow an advertising and merchandising 
programme, to maintain store cleanliness, to follow our accounting procedures, 
and to follow a suggested pricing programme which is necessary to guarantee 
him a profit and a return on his investment. The agreement can be terminated 
by either party in 30 days’ notice. This is the nature of the contractual 
relationship. 


Mr. Scott: Do you limit the location of your stores, or your franchises, in 
some way? 


Mr. B. LorB: Yes. Generally, in the city, we try to grant a franchise within 
a specific marketing or trading area. This is determined by the number of 
people in a given area. In the smaller communities we grant only one franchise 
in a given community. 

Mr. Scott: Can you help me with this: What would be the normal average 
investment that a voluntary owner would have tied up in his business? 

Mr. B. LorB: When you say “have tied up” do you mean by way of cash 
investment or contingent liability? 


Mr. Scott: Let us start with the cash investment. 


Mr. B. LorB: It would depend primarily on the size of the store, and the 
number of people in the trading area. 


Mr. Scott: Can you give me some sort of an example, say, here in Ottawa? 


Mr. B. Logs: Let us take Ottawa where a retailer would want to open a 
store to serve a suburban area of 10,000 people. Our research people would 
determine the trading area, the size of the store required, the nature of the 
competition, the growth potential, and so on. If we decide, say, a 10,000 square 
foot store is required we know that the investment in that store, in equipment 
and inventory, would be in the neighborhood of about $150,000. 


Mr. Scott: That would be an average investment, would it? 
Mr. B. LOEB: Yes. 


Mr. Scott: You say that once the man has that invested you can then 
terminate the franchise agreement on 30 days’ notice? 


Mr. B. Logs: I beg your pardon? 


Mr. Scotr: You told me, I think, at the beginning that the franchise 
agreement can be terminated by either party on 30 days’ notice? 


Mr. B. Logs: Right. 


Mr. Scott: Does that mean that you have a franchised dealer with $150,000 
tied up, and you can terminate the agreement on 30 days’ notice? 


Mr. B. Lors: No, not under these arrangements where a retailer invests a 
substantial sum of money. Our company is primarily involved on the prime 
lease, and we sublet to the retailer on a long-term lease, and during the period 
of that lease—that is, 20 or 25 years—the agreement is binding. It is only where 
there is no liability on the part of the retailer to us that the agreement is loosely 
arranged. 


Mr. Scott: What worries me on a first analysis—and perhaps you can clear 
this up—is the danger of there being a real club. I am thinking of a situation in 
which an affiliate has a large investment, and then the parent distributor has 
the right to terminate the agreement. 


Mr. B. Lores: But the retailer, by the same token, has the right to terminate 
it if he finds that the relationship is unsatisfactory to him. It does not in any 
way represent a club, because in our 15 years of operation no such relationship 
has ever been terminated by either party, but we give that provision to the 
retailer should he not find that the relationship is working out satisfactorily. 


Mr. Scott: Is he free to buy from any other distributor that he wants to? 
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Mr. B. Logs: He is free, but generally they do not. 

Mr. Scott: Are there any restrictions on his buying? 

Mr. B. Logs: No. 

Mr. Scott: You mentioned in your statement something about loans. Can 
you tell us a little bit about that? Do you make loans to these affiliates? 

Mr. B. Lors: Yes, we make loans to them in various ways. There are very 
few retailers walking about this city or this country with $150,000 in cash in 
their pockets, so we generally demand they come up with about 25 per cent of 
the cash required to own or operate a supermarket. We will finance the balance 
either through bank loans, through our own financial working capital, or 
through loans by such banking organizations as RoyNat or other finance 
companies, generally at the lowest rate of interest possible. 

Mr. Scott: Are such loans repayable over a long period of time? 

Mr. B. Lors: Generally, from five to seven years, and on a basis consistent 
with the retailer’s ability to repay them. 

Mr. Scott: I will ask some other questions later, but I will now give 
somebody else a chance. 

Mr. WHELAN: Mr. Chairman, Mr. Scott, has asked some questions I wanted 
to ask about financing, but I do have other questions as well. 

Mr. Loeb, do you have an interest in any finance company which provides 
loans to the store owners? 

Mr. B. Lozs: No, sir, none whatsoever. 

Mr. WHELAN: None whatsoever? 

Mr. B. Logs: No. 

Mr. WHELAN: You import a lot of food. From what countries do you import. 
food for your outlets? 

Mr. B. Lors: Our largest imports are from the United States, and they 
consist of perishables—that is citrus fruits and items that are not available in 
Canada. We import very little from Europe or other countries. 

Mr. WHELAN: Do you import anything from Africa or any of the developing 
nations—the Caribbean for example? 

Mr. B. Logs: No, sir. 

Mr WHELAN: Or South America? 

Mr. B. Logs: No, sir—I think we may import some South African oranges. 
We import some oranges from Israel, and we import some beef from Argentina 
in small cans, but these are very negligible operations in relation to the 
products we sell. 

Mr. WHELAN: What would be the mark-up on the imported foods as 
compared with that on home-produced foods? 


Mr. Curtis Kerns, Director of Perishables, M. Loeb Limited: The mark-up 
on imported foods would be comparable to the mark-up taken on Canadian 
produced fresh fruits and vegetables. That is the only area— 


Mr. WHALEN: What is the mark-up on Canadian fresh produce, fruits and 
vegetables? 


Mr. KERNS: Could I qualify that—wholesale or retail? 


Mr. WHALEN: You buy direct from the producers’ organisations. What is the 
mark-up you have to have before you give it to your store owners or 
distributors? 


oe 


CONSUMER CREDIT 673 


Mr. KEeRNs: Usually we work on a mark-up or gross profit on sales in the 
range of 10 to 11 per cent; as high as 13 per cent—in that range. I have to have 
specific figures from period to period to show you at wholesale. At retail our 
departments probably run an average 25 per cent gross profit or 24 per cent, 25 
per cent, 26 per cent, depending upon the retailer and his ability to maintain 
costs in the retail operation. 

Mr. WHALEN: On a 37 per cent mark-up? 


Mr. KERNS: You are pyramiding mark-up on top of mark-up, and that is 
not correct. It is about 34 to 35 per cent. That is before shrinkage as well; we 
have shrinkage on retail to be calculated and at wholesale, which is involved. 


Mr. WHALEN: Why is it that production of fresh fruits and vegetables in the 
off-season are in many, many cases not as high in quality in Canada, and to be 
specific not as high in Windsor in quality as just across the river in Detroit? 


Mr. KERNS: I will have to say, without being too hard on the Canadian 
grower that in many instances the co-operatives or farmers organizations have 
not reached a state of perfection in growing and packing at the production level 
as has been accepted in the United States. Normally we would get a better pack 
from the States. 


Mr. WHALEN: What I mean is that when we are not producing in Canada 
and are importing all our produce, say from the United States, the stores in 
Detroit will have a much higher quality of produce than in the City of Windsor. 
I have personally investigated this on my own, and you have to be a blind man 
on a galloping horse not to notice it. 


Mr. KERNS: The stores in Windsor on a general store basis buy mostly out 
of Toronto. Most of the stores served in Windsor by our company are served the 
very finest. I think we have the highest quality standards of any in Canada. 


Mr. B. Lors: I would add to that that possibly one of the reasons produce 
would look better in Detroit stores than in Windsor is due to the fact that 
Detroit has probably ten times the market Windsor has, and probably has five 
times the population, relatively speaking. In larger markets turnover is more 
rapid and perishability declines. If the situation in Windsor is such that 
merchandise has to be drawn from London or Toronto, it means it almost passes 
from California through Windsor to Toronto and goes the rounds back to 
Windsor, and every time perishables are handled they deteriorate. 

Mr. WHALEN: A lot of this produce I realize would not—I wouldn’t call it 
joy-riding, but deterioration is in the form of transportation, by reason of the 
fact that distribution goes through Windsor, off to London, Toronto and so on, 
and is riding across the country for too long. Would this not add to the cost of 
produce, all this transportation? 

Mr. B. Lores: I would venture to say that because Toronto is the hub of the 
produce-importing area, and that it has to be handled in Toronto, sub-handled 
in London, and again Windsor, every time somebody touches it it deteriorates in 
quality and something must be paid for that handling. 

Mr. WHALEN: I would say it is different with livestock feed and the human 
food industry by comparison, because produce comes through from the States, is 
dropped off at the point of consumption, and in Canada it goes on to eastern 
parts. The greatest bulk of the produce goes through the port of Windsor and 
what you call the central distribution, Toronto, and is transported back, which 
seems highly uneconomic to an ordinary layman, so far as I am concerned. But I 
know this happens in a great many instances with the produce in Kent and 
Essex counties, it is transported here, there and back again. It may be good for 
the trucking industry, but I don’t know for whom else. Is there no way your 
organization could simplify this? 
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Mr. Kerns: It is quite difficult to have an orderly distribution to a great 
number of stores in a wide geographical area, such as Chatham, Kingsville and 
all through the peninsula. It is difficult to distribute direct out of Detroit, 
accomplishing all the many situations that are involved at the border in the 
form of duties to be paid, border brokers, and so on; it is virtually impossible 
without warehousing say in Windsor and distributing from there to reasonably 
service the stores on a sound and economical basis. Windsor itself is not 
practical because of the small volume contained in that area, and it cannot pay 
the cost or begin to absorb the cost of maintaining refrigeration facilities for 
distribution. 


Mr. WHALEN: I should think that the port of Windsor would be an ideal 
area for distribution to Sarnia and all the other areas, the highly populated 
section of Ontario, and the journey is only about four hours from Toronto to 
Windsor where the consumption is located. 


Mr. KERNS: You have a point. Fortunately in many respects we are located 
in the excellent area of London which is in the centre of our geographic 
franchising area, and then for us to take the produce say to a store in Owen 
Sound, or somewhere in the Georgian Bay area, would be more economical than 
in Windsor. However, you are right in your assumption that if the area between 
Windsor and Toronto were servicing it would be much better to have it done 
that way. 


Mr. WHALEN: You have not answered me clearly, in fact you have only 
given me one answer, and I am not satisfied, on account of the produce going to 
Toronto and back to Windsor. I want to know why the quality is much higher 
in the Detroit stores than in Windsor. 


Mr. Kerns: I would have to further make comment that I have observed 
that there are many small wholesalers in Windsor that buy second-rate 
merchandise out of the Detroit terminal. Detroit looks at the Windsor 
Canadian markets, as a dumping ground, even though they may pay the 
dumping duty on the merchandise coming over. They look at Windsor 
as an outlet for their products. We don’t look at Windsor in that way, we think 
they are the most discriminating customers in Canada. We want them to have 
the best. 


Mr. WHALEN: But what I am getting at is that the price in many instances 
is very much higher here, and yet you say that they are dumping this over in 
Windsor because their market cannot absorb it, so they send it to Windsor and 
it goes to London and Toronto and the quality deteriorates. I have brothers and 
sisters living in Detroit and the produce is many times lower in price, and they 
have never paid any duty. 


Mr. B. Lors: I would like to add one point at this time. I think you are 
asking the question of the wrong people, and this is not an attempt to be 
evasive. The percentage of the retail market that our franchise stores enjoy in 
Windsor is virtually negligible because we entered that market only about two 
years ago, and we have only seven stores in Windsor, none of which are large. I 
think it is more properly a question to be directed at the major chains who 
dominate the Windsor market. 


Mr. WHALEN: Turning to your figures, do you have a large percentage? This 
is not true in Windsor, because I visited stores in Ottawa—and I am not going 
to name the stores—but as far as I am concerned, I don’t know how their 
produce ever passed inspection, in a great many cases. 

Mr. B. Logs: It would appear that we need a new director of produce 
operations. 

Mr. KERNS: I cannot speak for the general stores or go in to see their 
merchandising. However, the provincial inspectors and the warehouse inspec- 
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tors are continually visiting and they tell us that the finest quality of mer- 
chandise is brought into Canada by M. Loeb Limited—out of California, 
Arizona, Florida or wherever we can buy the finest. We do not intend to pay 
higher prices than anyone else. We buy the best and the inspectors will bear me 
out on this 100 per cent. 

Mr. WHELAN: As Chairman of the Agriculture Committee, we listen to the 
people who tell us they have a proper inspection of all food consumed in 
Canada. I am very dubious that they would have time to check on all produce 
put on store shelves, in Ottawa or any other city—although probably there 
would be quicker action in Ottawa than any other city because there i BG 
Ottawa a source of inspectors that there is not in any other part of Canada. 

Mr. Kerns: I could make the point that the inspection service is much 
better in the United States than it is in Canada, but the warehousing in Canada 
outshines the United States to such an extent that there is not even a basis of 
comparison. The inspectors do a good job, even though they are not able to do 
both wholesale and retail, and we put in assistants at the wholesale of M. Loeb 
Limited to augment our service. We have only the best warehouses and stores. 
Produce is a very erratic and an unpredictable business. If we have too much 
rain, or if it freezes or there are droughts, the goods deteriorate, perhaps with 
the retailer or the wholesaler or in transit. We cannot control all of the 
variables of a product which has a short life and which consists of cutting, 
packing, shipping, transporting, warehousing, the goods sent to the store, put on 
a rack, put in a refrigerator, and offered to the consumer. 

Mr. WHELAN: Do you ever go to meetings with the other buyers of all 
stores, to set the produce prices similar to yours? 

Mr. KERNS: We do not meet with any store organization at any time to set 
any price. We are not in the price setting business. 

Mr. WHELAN: On advertising, in the case of the Jolly Green Giant or H. J. 
Heinz, for example, if they came to your store with a new product and wanted 
to put it in, do you charge to them the advertising for the initial effort? 

Mr. B. Loes: Mr. Norman Lesh, Director of Merchandising, will answer 
that. 


Mr. Norman Lesh, Director of Mechandising, M. Loeb Limited: Could I 
have the question again, please? 

Mr. WHELAN: If I am a processor of food stuffs and if I have a new product 
I want to put on your shelves and if I bring it to you and point out how good it 
is and state the tests and ask you to try it by taking 1,000 cases; and if you put 
on an advertising program which costs $5,000, is that charged back to the 
processor? 

Mr. LesH: The processor introducing a new product generally will give an 
allowance for the introduction. It may be 50 cents a case for the initial 
purchase, to interest us in putting it into our store. 

Mr. WHELAN: I cannot understand how independently your stores operate, 
when all the IGA stores have the same price. Everyone who has an IGA store 
must have agreed to these prices, because they are all the same. 

Mr. Lesu: We. have a program for our retail stores. We are given the 
responsibility by the retailers to establish their merchandising program. 

Mr. WHELAN: What if an independent—a so-called independent—grocer 
refuses to abide by this? Is his franchise taken away from him? 

Mr. Lesu: Not generally. The advertising that is iia 


Mr. WHELAN: Is he reprimanded? 
25014—2 
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Mr. LEsH: I would say he would be reprimanded, or convinced— 

Mr. WHELAN: He is not so independent, then? 

Mr. B. Logs: I do not believe he is reprimanded—but there is friendly 
persuasion. 

Mr. WHELAN: To get back to processing, and taking canned produce, is 
there a system in your organization where, if you put these big advertisements 
in and have a special, say, in corn, this is carried back to the processor? 

Mr. LESH: We do charge advertising fees to the suppliers, based on a 
structure that they generally give us. They have set allowances. In the case of 
people like the Jolly Green Giant, which you mentioned, I believe it amounts to 
10 cents a case, that they allow us for advertising. 

Mr. ALLMAND: Mr. Loeb, I have before me a cutting from the Ottawa 
Journal of September 30, with the headline “Loeb Lectures Housewives on How 
to Buy, Cook and Save”. In this press conference that you held, and from the 
article I have before me, it is implied that the rise in prices, the increase in food 
prices, has been due to the fact that you say here that the housewife shops at 
high price, and also the fact that she is buying convenience foods. Mr. Loeb, we 
have had people here from the Dominion Bureau of Statistics, who have shown 
that within the last two years the food prices have had the greatest increase, 
compared to other consumer prices. Two years ago we had convenience foods 
and we also have seen that in those two years it is not just convenience foods 
that have gone up, but the price of meats and canned goods, both of which we 
had two years ago. These have increased considerably in price. From all these 
things it seems that it is doubtful that the fact that people are buying 
convenience foods has bid up the cost of food. I would like you to explain this. 

Mr. B. Logs: At the outset, I would like to mention that the quotation you 
referred to is not mine but that of Mr. Richard Jackson, who was not present at 
the press conference, so I deny emphatically most of the statements made in 
that article. 

Mr. ALLMAND: You did not make these? 

Mr. B. Logs: No sir, and that can be evidenced by the number of other 
correspondents present. These are primarily Mr. Jackson’s own words and ideas, 
culled from here and there. 

Mr. ALLMAND: You do not agree with this? 

Mr. B. Logs: No, sir. 

Mr. ALLMAND: There was a suggestion here, made by you—but it may be 
that it was not you—that the housewife could make things such as pies and 
other things cheaper than she could buy mixes or buy ready-made pies. Did you 
make that statement? 

Mr. B. Logs: I do not recall making that statement. What I did state at the 
press conference was that, because of our affluent society, there is a tendency on 
the part of housewives to buy more convenience foods today than they did a 
year ago or two years ago, and that there is a price to pay for the packaging, 
the trimming of steaks ready for the barbecue or oven, as against buying food 
which requires preparation. This was the gist of the statement; and that during 
periods of high prices there were varieties of foods at lower costs as indicated 
by the Canadian Association of Consumers—and it is primarily with them that I 
was agreeing. There were lower-priced cuts of meat, there were other types of 
produce, other forms of food. There was powdered milk, as against whole milk. 
There were other forms of meat, as against the prepared trimmed, ready for the 
oven meats. Fresh vegetables were cheaper than frozen vegetables but they 
required work in cleaning and cooking, whereas frozen foods were convenience 
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foods. This was the gist of my discussion at the press conference and Mr. 
Jackson has taken it out of context entirely. ; 


Mr. ALLMAND: After I saw this article I asked several housewives if in fact 
they could bake pies or make cakes cheaper than they could buy them, let us 
say, at the supermarket. They said no, they could not—I am not a cook—they 
said it would cost them more to buy the ingredients of a pie and make it, than 
to buy the convenience food. I am wondering if you had ever made a study of 
this. Have you ever taken the produce off your shelves which would go to make 
a pie and added up the prices and then compared it with the pies ready as 
convenience foods that you sell. Have you ever done that? 

Mr. B. Loss: No, I have not. 


Mr. ALLMAND: So you really do not know whether the convenience food is 
more expensive an item than, say, a pie which is made from the ingredients 
individually. 

Mr. B. Logs: I think that is a highly personal matter, depending on how 
efficient the cook is and the type of ingredients she uses. It is a difficult thing to 
answer. It is a question of whether you used butter, vegetable shortening or 
animal shortening. There is the question of the type of flour. There is the 
question of the fruit, frozen fruit, fresh fruit or canned fruit. It is a very 
difficult question to answer and I would not dare. 

Mr. ALLMAND: I will move to another area. Other witnesses before us 
provided us with lists of products that they sell in their stores, with the prices 
they paid for them, compared with the mark-up selling price, so that we could 
compare the margins on different products. Now, we do not have any such list 
from you, and I wonder if you could supply one to us? 

Co-Chairman Senator CRoLL: Mr. Allmand, we have a basket list here that 
we have been using, and I intended to give Mr. Loeb a copy of it. 

Mr. ALLMAND: The list I wanted included a breakdown of their costs, too. 

Co-Chairman Senator CROLL: The list I am referring to is the original list 
that we handed to each witness. It has on it the profit margin for the previous 
year and for this year, and there are 20 or 30 products marked on it. What else 
would you like? 

Mr. ALLMAND: The other witnesses, Mr. Chairman, also gave us a break- 
down of how much they spent on advertising and so on. 

Mr. B. Logs: This is contained in Appendix A. 

Mr. ALLMAND: I looked at Appendix A, but I did not think it showed that. 


Mr. B. Logs: It shows our advertising cost for last year in dollars and also 
as a percentage of sales. 

Mr. AtLManpD: I will look through that once more, then. I did not think that 
it contained as much as it should. Now, Mr. Loeb, do you have any competitors 
in the distribution business who do the same sort of thing that you do? In other 
words, do these independent grocers have a choice of distributors in the Ottawa 
area? 

Mr. B. LoeB: We have substantial competitors in every area of our 
operation. 

Mr. ALLMAND: How many competitors do you have in the Ottawa area who 
do the same type of thing you do? 


Mr. B. Lors: Now, you say “do the same type of thing” that we do. What 
does that mean? Do you mean provide the same type of services that we 
provide? | 

Mr. ALLMAND: Not the same, but who supply goods and the same type of 


services. 
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Mr. B. Logs: In the city of Ottawa we have two other competitors who 
provide the same goods and services that we provide in some areas. In respect 
to perishable goods we have five competitors; in respect to groceries we have 
three competitors, but two provide the same complete range of goods and 


services that we provide. 
I should tell you even more: I think we have more than that, because 


Montreal wholesalers operate in our area just as we operate in the Montreal 
market. 

Mr. ALLMAND: Were there more competitors in this area two or three vears 
ago, or let us say three years ago? 

Mr. B Logs: Yes, there were. 

Mr. ALLMAND: Have you bought out any competitors? 

Mr. B. LOEB: One. 

Mr. ALLMAND: Only one? And this is in the Ottawa area, is it? 

Mr. B. Logs: I would not say we bought him out. I think we salvaged the 
operation. If you would like to see the financial statement of the competitor we 
bought out, it is available. 

Mr. ALLMAND: Mr. Loeb, do you have any type of premium stamps? 

Mr. B. Lors: We do not own or operate a stamp company, but our retailers 
distribute trading stamps. 

Mr. ALLMAND: In your appendix you have Sales and Gross Profits as Item 
1. In that you have given the percentage of sales for 1965-66 as 6.63. Is this 
compared with the approximate 2 per cent that the retailers who have been 
before us make on sales? 

Mr. B. Logs: This has nothing to do with the retailer. 

Mr. ALLMAND: What I am trying to say is, do you make 6.63 cents per 
dollar of sales? 

Mr. B. Logs: This is our gross profit. 6.63 is our gross profit on the 
merchandise we sell to our retailers. 

Mr. ALLMAND: Now, the other people before us have been giving us a 
percentage of the profit they make on dollar sales. What is your percentage on 
the dollar? 

Mr. B. Logs: I covered that in my talk. It is nine-tenths of one per cent 
after taxes. This is our net profit as a percentage to sales. The net profit as a 
percentage to sales is 1.8 before taxes and .9 after taxes. 

Mr. ALLMAND: That is all for now, Mr. Chairman. 

Co-Chairman Senator CROLL: We will have Mr. Horner. 

Mr. HoRNER (Acadia): Mr. Loeb, in your financial statement which has 
been distributed you have the following assets listed: Total preferred assets, 
fixed assets, total intangible assets, for a grand total of $29,448 267. 

Would you say that that was the total capital invested by your company in 
wholesale business? . 

Mr. B. Logs: I will let Mr. Greig answer the financial questions. 


Mr. Thomas Greig, Director of Finance, M. Loeb Limited: My name is Tom 
Greig; I am Vice-President of Finance of M. Loeb Limited. The figure would be 
somewhat larger because we have written off approximately $3 million in 
intangible assets. Actually, to be more precise, it would be $324 million. 

Mr. HORNER (Acadia): In Appendix A to your brief, I noted this morning 
that profits were $13 million. Am I reading that correctly? 


Mr. B. Lozs: No, you are not. I wish they were $13 million. 


we 
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Mr. GREIG: Excuse me, but that is gross profits before operating expenses. 
They come off that to give the net profits. 

Mr. HorNER (Acadia): Where is the net profit? 

Mr. GREIG: You will see that on the preceding page of pat financial report. 
For last year it was $1,800,000. 

Mr. B. Lors: I might mention that we were asked to submit gross profit, 
but not net profit. However, net profit is covered in the financial statement. Last 
year the net profit was $1.8 million, or .90 per cent on $200 million in sales. 

Mr. HoRNER (Acadia): What percentage does that work out to in invested 
capital? 

Mr. GrEIc: To make a quick calculation in my head, I would say that comes 
out to about 54 per cent or 52% per cent. 

Mr. HoRNER (Acadia): I have a further question. As regards the cost of 
merchandising, in Appendix A you give $5.68 as the average cost per case for 
1965-66. Is what you are referring to here a standard case of 24? 

Mr. B. Lors: This would be on balance of the total number of cases and 
total variety of merchandise we carry. We find that, if we distribute 100,000 
cases of merchandise in a given week to our retailers, the total value of that 
merchandise would be $568,000. That could consist of a case of baby food worth 
$2 and a case of coffee worth $10; it could consist of a case of cereal worth $4 
and a case of salmon worth $40. So, on the average, it would come out to about 
$5.68 per case of merchandise. 

Mr. HoRNER (Acadia): It is a poor figure to use, though, taking into 
consideration the varying sizes and costs of cases. 

Mr. B. Logs: All it does is give a trend of increase in the average cost of a 
case over the past five years, and this, again, was some information we were 
requested to submit. 

Mr. HorNER (Acadia): It gives the trend, but one cannot base anything else, 
really, on that, then. 

Mr. B. LoesB: The only real and accurate answer to your question would be 
to take all our group commodities, what we call family groupings, and try to 
classify, for example, canned fruits as one commodity, canned vegetables as 
another, baby food as another, soap products as another, and so on and so forth. 
Then it would show the trend in each family grouping. 

Mr. Horner (Acadia): I would like to go back and ask Mr. Greig a 
question. I see that your gross profits have increased substantially. Has your net 
profit increased in the same ratio? 

Mr. GreIG: I am not quite clear on the question. 

Mr. HorRNER (Acadia): I see in Appendix A that the gross profit has risen 
from $54 million in 1962 to $13.2 million in 1965-66. 

Mr. GReEIG: That is true, sir, but, as a percentage of sales dollars, the 
percentage has not changed. In fact, since five years ago it is down. What the 
consumer pays contains a percentage profit which has not changed. The factor 
included in the sales dollar price which the consumer pays has not changed. The 
volume has gone up, of course, and, therefore, the profit has gone up. To answer 
your question on net income after taxes, you will find this on the third last page 
of the report; under the last ten years of our operations, it shows the net 
operating income after taxes. 

Once again the dollar figure has certainly gone up, as you would expect 
from the volume having increased, but the percentage has not gone up. 


Mr. Horner (Acadia): Has M. Loeb Limited got shares for sale in the 
company, or is it closed? 
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Mr. B. Logs: M. Loeb Limited is a publicly-owned company with 7,500 
shareholders in the United States, Canada and overseas. 


Mr. HORNER (Acadia): Has the value of these shares increased over the last 
ten years? 


Mr. B. Logs: You are getting on to a very delicate subject, particularly 
with market conditions as they are. The company went public in 1959. The 
shares at that time were issued at $6.50 per share. The price of the shares rose 
from $6.50 to $27.00 over a period of three years. The stock was split three for 
one, resulting in the price coming out at $9.00. Two years ago the stock climbed 
to a high of $18.00. It is now down to $103, the figure as of last night’s close. 

Mr. UriE: Mr. Loeb, you have mentioned several areas in which your firm 
does business. How are these areas allotted? 

Mr. B. Logs: With respect to IGA franchise operations? 

Mr. URIE: Yes, I think we should confine it to that. 

Mr. B. Lorp: In Canada there are six IGA franchise holders, and the IGA 
franchise is allocated by headquarters on the basis of provincial boundaries, and 
in the two most populous provinces, Ontario and Quebec, on the basis of 
counties. Our company has franchises in the counties comprising eastern 
Quebec, northwestern Quebec and northern Ontario, the Ottawa Valley from 
Hawkesbury in the east to Kingston in the west, and a fourth in southwestern 
Ontario from Brantford to Windsor and north to Owen Sound. These are our 
four franchise territories. 

Mr. URIz: You pay some organization an annual fee for the privilege of 
obtaining these franchises? 

Mr. B. Logs: It was granted in 1951 and we pay for the franchises, for 
services supplied by IGA headquarters 44 of one per cent of our dry grocery 
sales. That sounds like a complicated formula, but I would mention that during 
1965—and I want to be sure my memory serves me well—the total fees paid to 
IGA headquarters for the services they provide to us in advertising and 
supervision amounted to $45,000. 

Mr. URtE: Is that up from the previous year? 

Mr. B. Lors: Only in so far as it relates to the increase in volume. 

Mr. URIE: What are the services they provide? 

Mr. B. Logs: They provide advertising material, merchandising assistance 
and group purchasing enabling us to buy collectively and to compete with 
corporate chains. 

Mr. Uris: In dry goods? 

Mr. B. Lozs: In perishables as well. By pooling the resources of the various 
depots we are able to buy turkeys, for example, for Christmas and for 
Thanksgiving at prices which will make us competitive with the corporate 
chains. 

Mr. URIE: There are other franchise holders in Ontario and Quebec? 

Mr. B. Loes: Right. 

Mr. Urtz: How many others are there in Canada? 

Mr. B. Lorn: Are you talking about IGA or competitors? 

Mr. URIE: IGA. 

Mr. B. Logs: There are seven in all Canada. 

Mr. URIE: How many wholly-owned subsidiaries do you have? 

Mr. B. LoEB: Our wholly-owned subsidiaries—there are seven subsidiaries, 


four of which are IGA franchise holders and three others wholly owned by the 
company. 
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Mr. Urte: Can you tell me the names of the organizations dealing first of all 
with IGA franchise holders? 


Mr. B. LoreB: One is M. Loeb (London) Limited, which holds the franchise 
for southern Ontario. Then there is M. Loeb (Sherbrooke) Limited which holds 
the franchise for the Eastern Townships. Another is A. A. Drouin, Inc., which 
holds the franchise for northwestern Quebec, and another is Lafortune & Gagne 
Limitée of Rouyn which holds the franchise for northern Quebec. Ours 35 oo 
consolidated statement. 


Mr. UrieE: What are the others? 


Mr. B. LoEB: One is George Painchaud, Inc., a wholesale tobacco distributor 
in Montreal, and another is Casselman Creamery, which is a small creamery 
producing cheese, butter and powdered milk. Another is Capital City Cartage 
Ltd., which handles all our transportation for us. 


Mr. UrtE: The sales of those three companies are also consolidated? 

Mr. B. Logs: Capital City Cartage has no sales, and the creamery sales are 
eliminated because most of the products of the creamery are sold through our 
own company. 

Mr. Urte: Your inter-company sales in those companies are eliminated? 

Mr. B. LOEB: Yes. 


Mr. Urte: You own interests in other companies? What about Horne & 
Pitfield? 


Mr. B. LoEB: We have no affiliation with Horne & Pitfield Foods in Alberta. 
I happen to be president. But M. Loeb Limited does not have one share of stock. 


Mr. Urte: Are any of your officers or directors officers or directors of Horne 
& Pitfield Foods Limited? 

Mr. B. Logs: Yes, one of our directors is. 

Mr. UriE: There is no investment of capital in it? 

Mr. B. LoEs: None. 

Mr. UrtE: What about the National Drug and Chemical Company of Canada 
Limited? 

Mr. B. LoeB: M. Loeb Limited holds 31 per cent of the stock in National 
Drug and Chemical and four directors of M. Loeb Limited are directors of that 
company. 

Mr. UrRiE: Out of how many? 

Mr. B. Lores: Four out of eight. 

Mr. URIE: The sales are not shown then? 

Mr. B. Lozs: They are not consolidated. They are carried as an investment. 

Mr. Urte: Are all your purchases in drugs and chemicals bought from 
National Drug and Chemical? 

Mr. B. LOEB: We buy nothing from National Drug. We are not in the drug 
business, and the limited lines of health and beauty aids which we carry are 
purchased direct from manufacturers. 

Mr. Urte: Are there any other companies that you have an interest in in 
Canada or the United States? 

Mr. B. LoEB: Do you mean M. Loeb Limited? 

Mr. URIE: Yes, Loeb’s. 

Mr. B. LoEeB: We have a 60 per cent interest in a company called Loeb-City 
Products Ltd., which is a small company in terms of volume and which dis- 
tributes non-food items—that is variety merchandise—to the stores and some 
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franchise outlets. The remainder is owned by City Products Corporation of 
Chicago. 
Mr. URiE: Loeb-City Products Ltd. does not operate in the United States? 


Mr. B. Logs: No. 

Mr. URIE: On page 9 of your brief you mention the fact that the approxi- 
mate net profit on sales of each of your retail operators is 2 per cent. Is there a 
marked variation from store to store which would result presumably from the 
efficiency of the operator? 

Mr. B. Logs: I will ask Mr. Rabinovitch, Vice-President in charge of Retail 
Operations, to give you that information. 


Mr. Jack Rabinovitch, Vice-President, Retail Operations M. Loeb Limited: I 
am Jack Rabinovitch, Vice-President in charge of sales. When I joined M. Loeb 
Limited in early 1960 the net profit of the average independent supermarket 
was approximately 2 per cent. It still is today, even this morning when I read 
some financial statements. 

Mr. URIE: Since you have a rather close connection with IGA in the United 
States and more particularly with City Products in Chicago, have you any idea 
of your net profits as a percentage of sales as compared with those in the United 
States? 

Mr. RABINOVITCH: I do not have any specific facts regarding independent 
retailers in the United States, but from hearsay information it seems to me to 
be substantially the same if not a little higher in the United States. 

Mr. UrtE: It is rather higher than 2 per cent? 

Mr. RABINOVITCH: Right. 

Mr. URIE: Do you have any comment to make with respect to evidence 
adduced before us by several supermarket chains that their American affiliates’ 
percentage of net profits to sales is substantially lower in the United States than 
in Canada? 

Mr. RABINOVITCH: I have read the information. The only assumption I can 
make is that in the United States the independent is operating much more 
efficiently than the chain. 

Mr. UriIE: Have you made any calculation, Mr. Loeb, or have any of your 
people as to the return on your investment as a percentage? You have given us 
a figure of 9/10 of one per cent. 

Mr. B. Logs: The return on investment is a very nebulous thing. It depends 
on what you calculate as your investment and its net worth. If you will examine 
Note 12 in the balance sheet in our financial statement, you will observe that our 
company has assumed contingent liabilities and have guaranteed bank loans and 
mortgages on behalf or our retailers to the tune of $3,516,400. 

In Note 13 you will observe that we have assumed rentals on behalf of our 
retailers in the sum of $1,654,000. . 

I think in properly calculating investment one must add the $34 million to 
the investment because it was made on behalf of the retailers, so it is a difficult 
question to answer. 

Mr. UrteE: I agree it is very difficult, and you can have almost as many 
theories as to what constitutes investments as there are accountants. But has 
that ever been calculated and, if so, what method of calculation have you 
adopted in your firm? 

Mr. B. LoreB: We have not calculated it. We look for net profit dollars in 
order to come up with adequate earnings per share, primarily to keep our 
shareholders satisfied and to try, wherever possible, to increase our dividends. 
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I might mention in passing, though this has nothing to do with your 
question, that our company pays the lowest dividend of any food distributor in 
Canada and I am not proud of it. 

Mr. Urie: As a shareholder, I know that! However, I am speaking only as 
counsel this time, and not as a shareholder, Mr. Loeb. 

What percentage of your total sales go through your cash and carry 
distributors as opposed to your sales to franchised dealers? 

Mr. B. Lors: About 15 per cent of our total sales are through our cash and 
carry warehouses to small, independent merchants. 

Mr. URIE: Have you made any comparison of your net profits on those sales, 
as compared to the net profit on sales to your franchised dealers? 

Mr. B. LOEB: On balance, they come out about the same. 

Mr. URIE: What do you mean by “on balance’’? 

Mr. B. Loes: It depends how you allocate certain expenses. I will allow Mr. 
Greig to answer that one. 

Mr. GREIG: Would you mind repeating the question, please? 

Mr. URIE: Have you done a special calculation of the net profit on sales to 
your cash and carry stores, as opposed to your sales to retailers? 

Mr. GrReEIG: No. There is a basic problem involved in trying to allocate 
overhead to supply distribution depots. Some of the expense you can incur at 
the supply level relates to items going to the cash and carry level. There are 
additional ones such as separate warehouses, buildings and personnel. The same 
price gives us absolutely the same return on those sales as sales from the 
supply depot. 

Senator O’LEARY (Antigonish-Guysborough): Mr. Chairman, page 1 of the 
brief, on distribution. You state there are eight distribution centres in Ontario 
and Quebec, and 33 cash and carry warehouses. Do you have any provincial 
warehouses or sub-warehouses to serve as provincial centres, for example, for 
I.G.A.? 

Mr. B. Lors: I am not sure I understand the question, sir. 

Senator O’LEARY (Antigonish-Guysborough): An I.G.A. store, for example, 
operating in the Province of Nova Scotia, where would he secure his supplies? 

Mr. B. Lors: As I mentioned in answer to Mr. Urie’s question, there are 
seven I.G.A. franchise holders in all of Canada. 

Senator O'LEARY (Antigonish-Guysborough): Six or seven? 

Mr. B. LOEB: Seven. Just for identification, I will list them so they will be 
on the record. There is one for the maritime provinces, headquartered in 
Halifax. There is one for the eastern townships, headquartered in Sherbrooke, 
which is a wholly-owned subsidiary of M. Loeb Limited. There is one for greater 
Montreal, headquartered in Montreal called Shop and Save. There is one for the 
Ottawa valley, that is the greater Ottawa valley, which is our own base 
company. There is one for northern Ontario, serviced out of our company in 
Sudbury. There is one for northwestern Quebec, serviced by our company in 
Rouyn, Noranda and Amos. There is one for greater Toronto, serviced by 
Oshawa Wholesale. There is one in London, Ontario, servicing southwestern 
Ontario, wholly owned by M. Loeb Ltd. There are three western ones: one in 
Winnipeg, servicing Manitoba and Saskatchewan; one in Alberta; and one in 
British Columbia. 

Senator McDonatp: A supplementary, Mr. Chairman. What is the name of 
your one in Winnipeg? 

Mr. B. Lors: It is not ours in Winnipeg. It is the Codville Company. 

Mr. URIE: Is Horne and Pitfield Foods the Alberta one? 
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Mr. B. Logs: Yes, Horne and Pitfield has the franchise for supplying 
I.G.A. stores in Alberta. 

Senator O’LEARY (Antigonish-Guysborough): Page 5, No. 4: “The volunta- 
ries have become more efficient in many phases of distribution than the chains.” 
Are you speaking of certain types of products? Could you give an example of 
where the voluntaries are more efficient than the chains? 


Mr. B. Loges: The voluntaries have become more efficient in the distribution 
of foods than the chains by virtue of their having to supply hundreds of small 
stores rather than a small number of large units. As you know, it costs much 
more to service 100 small stores than five larger ones. The fact we have been 
able to service these stores and make them competitive with the chains indicates 
we are operating more efficiently than they are. 


Senator O'LEARY (Antigonish-Guysborough): On the contractual basis you 
have with your franchise stores, as opposed, we will say, to the corner store, I 
presume there is a difference in the type of contract you have? 


Mr. B. Loges: There is no contract with the small stores. They are free 
agents and can buy wherever they wish. 


Senator O'LEARY (Antigonish-Guysborough): Page 7, on the cost-plus basis 
that you use for the retailer. You stated that there has been no change in this 
charge for the past 15 years. This, of course, is a percentage figure you are 
using. There is no change in the percentage figure. Does this rate remain the 
same for all retailers, regardless of volume? 


Mr. B. LOEB: No, it is a sliding scale based on volume—the larger the 
purchase the lower the percentage. 


Senator O’LEARY (Antigonish-Guysborough): Page 9, institutions being 
supplied by the wholesale distributor. You do not have any conflict here with 
the retailer in this respect? 


Mr. B. Loes: No, these institutions. When I say “institutions” these are 
organizations that consume food that is served on the premises and they do not 
sell it. For instance: we supply the Civic Hospital in Ottawa; we supply 
Carleton University; and we supply restaurants. There is no conflict with the 
stores because the types of commodities these institutions buy are generally not 
sold at retail stores. 


Senator O’LEARY (Antigonish-Guysborough): They would buy them from 
some other wholesaler? 


Mr. B. LOEB: Yes, they have a choice here. On the question of institutions, 
any institution in Ottawa could buy the same thing at five different large 
wholesalers. 


Senator O’LEARY (Antigonish-Guysborough): Page 11. I am interested in 
this paragraph 2: “Of the number of new items introduced by manufacturers 
annually, the mortality rate is 95 per cent.”’ Are you happy about this? 


Mr. B. LoEB: We are very unhappy about this, but it is beyond our control. 
I would like to ask Mr. Norman Loeb, the chairman of the board, to give you 
one indication of one particular situation we had concerning the number of 
items, the duplication, and so on. 


Mr. Norman Loeb, Chairman of the Board, M. Loeb Limited: Just going 
through our order volume book we find an item such as—if I may mention 
names of products—Heinz tomato juice, which we sell in six different sizes and 
packages: 48/6-ounce, 24/10-ounce, 24/15-ounce, 24/20-ounce, 12/48-ounce, 
and 6/105-ounce. And the wholesaler is being forced to carry six different sizes 
and cartons of the same commodity, which only adds to our cost and the cost of 
the store. Libby’s beans has six sizes: Robin Hood flour, eight sizes; Lavo bleach, 
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six sizes; Gerber baby foods, 60 different flavours; dog and cat foods, 140 
different sizes and brands of cat, dog and pet food. 

Senator O’LEARY (Antigonish-Guysborough): Have you made a protest to 
the processors and manufacturers in this respect? 

Mr. B. Logs: We are in continual protest against new items being intro- 
duced, and we are not often successful. We are sometimes compelled to carry 
them because of the advertising and promotional efforts of manufacturers. But, 
we protest to them whenever they introduce a new line and we say “Please 
eliminate the old lines because our stores simply do not have the space to carry 
them.”’ 

Senator O’LEARY (Antigonish-Guysborough): I have one final question, and 
it is in respect to private label brands, which you say provides your retailer 
affiliates with a wide range of top quality food products manufactured by 
leading processors at substantially lower prices then nationally advertised 
brands. Are any of the private label brands on your retailers’ shelves sold under 
brand names by the leading processors—that is, under their own names? 

Mr. B. LorB: We try to carry a broad range of merchandise, and we carry 
manufacturers’ brands which are nationally advertised—generally, two or three 
diffrent names. We also have our stores feature private label merchandise, 
generally at a lower price. But, often these are manufactured by the same 
people who have their nationally advertised brands on the shelves. 

Co-Chairman Senator CROLL: Excuse me for a moment, Senator O’Leary. 
Others are doing this, and some have already done it, and I will ask you to 
provide us with a list of your private label brands together with the national 
opposite number. Would you also, to the best of your knowledge, tell us what 
the difference in price is? 

Mr. B. Logs: Yes, I will arrange to provide that information for you. 

Senator O’LEARY (Antigonish-Guysborough): Incidentally, Mr. Chairman, I 
believe we had one company before us which said it did not purchase any of its 
private label brands from leading processors. Do you recall that? 

Co-Chairman Senator CROLL: It just occurs to me—I made a note here, but 
I cannot seem to find it; I have so many notes—following the evidence given by 
Mr. Loeb when he spoke of the number of Heinz bottles, and the number of 
other various products that are a headache to him, that in this submission he 
speaks about giving leadership. 

Has it ever occurred to you, Mr. Loeb, that you might give some leadership 
in that field in cutting down on the things that are not comparable and which 
cause the housewife a great deal of confusion and misunderstanding as to price, 
and what she is getting? Is it not possible for you to say: “Well, here, we sell 
you a product and you can understand what you are getting and what you are 
paying’’? 

Mr. B. LoesB: Well, this is a rather difficult question to answer. When you 
ask if we can give leadership to the housewife—I do not think this is possible. 
We must make available to the housewife some of the items, and some of the 
merchandise that is available on the shelves of our competition. In certain areas 
there appears to be a demand for a small size can for apartment dwellers. In 
other areas there is a demand for a large can of food for families with a large 
number of children. In other areas the consumers want a medium size of can. If 
there were only three sizes of a particular commodity available then these are 
what we would carry, but the fact that we are compelled to carry six sizes 
means that our inventory is increased, our warehousing and distribution costs 
are increased, and so on. We are, as I mentioned earlier, merely distributors of 
whatever is offered to us, and of what we think our retailers can sell. This is 
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what we buy. But, I do not think that giving leadership to the consumer in 
respect of what she should buy falls within our field. 

Co-Chairman Senator CroLL: Mr. Loeb, most of those who have come 
before this committee have said the very same thing that you have said. They 
have a lion by the tail, and they are afraid to let go in case the other fellow 
wont let go. Does this mean that we shall have to deal with labelling from a 
parliamentary point of view, and indicate what should be done? Are you going 
to leave it to Parliament to direct you, when you know that Parliament would 
rather you did it yourself. 

Mr. B. Logs: No, I do not believe that legislation is necessary, but I do 
believe that recommendations might come forth from this committee to the 
Grocery Products Manufacturers’ Association that the number of sizes be 
reduced, and that the contents be more clearly identified, in the interests of the 
consumer. 

Mr. Scott: May I preface my remarks by saying that for years there have 
been recommendations made to manufacturers in respect to the standardization 
of sizes, and that sort of thing. From what you have told us—and I can 
understand your position—you are pretty well powerless in this general field 
because of the competition and because of demand created by advertising. 
Would we not then be doing you a favour by designing a standardization code 
for the packaging and sizing of things? There would then be one standard range 
that the housewife could understand, and you would have less brands and less 
problems in respect of handling, and you would make more money. 

Mr. B. Logs: I think you would render a very valuable service in so doing, 
but I am wondering if it can be done just as well by recommendations, or by 
firm friendly persuasion, rather than legislation. 

Mr. Scott: I wish you would define “friendly persuasion”, because I want 
to come back later to that. 

Mr. WHELAN: I have a supplementary question, Mr. Chairman. 

Is it not the wholesaler who demands from the processors the kinds of cans 
he wants? 

Mr. B. Loss: No, sir. 

Mr. WHELAN: Where did they dream up the idea? 

Mr. B. LOEB: What idea? 

Mr. WHELAN: Their idea of what the consumer needs. You are the ones who 
deal with the consumer, and not the processor. He does not deal directly with 
them. 

Mr. B. LorB: Most manufacturers in Canada—and you will be hearing from 
them—maintain tremendous research and development departments. They are 
the ones that come up with consumer research to determine what the consumer 
wants and what the consumer will buy. They run test studies in different 
marketing areas to determine what size of can of coffee will most appeal to the 
consumer, and whether the consumer wants new and different items, and so on. 


Co-Chairman Senator CRoLL: Do you mean to say, seriously that that crazy 
quilt of sizes of various articles comes about as a result of research? 


Mr. B. Lozs: You had better ask that question of the manufacturers. 


Co-Chairman Senator CRoLu: But you just said a minute ago that they do 
the research and study, and yet you come here—and everybody who has come 
before us has said the same thing—and say: “Get us out from under this 
somehow or other. We are plagued by this”. You say that the situation arises 
from the research on which they spend millions of dollars. 


Mr. B. Logs: We do not spend anything. We are merely one facet in the 
distribution pattern from the manufacturer to the consumer. We do not request 


CONSUMER CREDIT 687 


different sizes. On the contrary, we continually beseech the manufacturers to 
reduce their range of merchandise, and to have uniform packaging to facilitate 
our distribution. We have absolutely no control over the sizes or the contents. 


Co-Chairman Senator CrouL: All I can say is that this has been a valuable 
morning for you, if I understand the mood of the committee they are going to 
help you. Senator Carter? 


Senator CARTER: I think my questions have already been covered, but I 
would like to pursue just one more matter—the multiplicity of packages. You 
have protested to the manufacturers about this, and you have not had much 
success over the years. What reasons have they given you for not reducing the 
number of packages? It seems to me to be commonsense that if you had three or 
four sizes the cost would be less, and everything would be better all round. It 
does not make sense. 

Mr. B. Logs: Perhaps I can give you a little clearer picture when I say that 
sizes are only one facet. How would you like to get into colours, and find out 
that there are four major tissue manufacturers, each of which produces their 
own tissues in four different colours, and having to carry 16 colours of facial 
tissue. We have protested and told them that white, pink, yellow and blue 
serves the same purpose, and yet they feel they will increase sales. I am talking 
about facial tissue. We are compelled, in order to fulfill the advertising needs 
and to meet competition, to carry 16 types of facial tissue. 


Senator CARTER: My question was: What answer have they given to you 
when you have protested? 


Mr. B. Loes: I will pass the ball. 


Mr. LESH: I would say that basically the answer is that there is a demand 
for it. A demand is created in a particular locale. On the paper issue I would 
mention that there is a new package of Kleenex on the market which is slightly 
smaller and which is selling at a psychological price of 29 cents. Because of this 
psychological price the marketing of this item in a particular area of Canada—it 
happens to be in Western Canada—has caught on, to the dilemma of all the 
other manufacturers. They are faced with the problem of whether they should 
continue to lose a share in the market or to compete with a similar product, and 
really they have no alternative but to do just that. As this spreads across the 
country we will be in the position of having to have another 16 varieties of 
facial tissue to carry. We try to control this as best we can. We could not 
conceivably carry every size of package that is on the market. We try to trim 
the number down. We do have a little control, but we still have to be right in 
the market place both for the customers and our retailers. 

Senator CARTER: You spoke about demand. Does anyone create the demand, 
or is it anatural demand? 

Mr. LESH: The demand is created by sales. In many cases it is by trial and 
error. Of course, some is research. They establish a certain size of facial tissue 
which they find to be adequate. Variety is a need in the markets today. If you 
ask a panel of women who shop at a particular store what they want, among the 
top ten listed will be variety. We cannot expect, I believe, legislation that will 
be— 

Senator CARTER: Effective. 


Mr. LESH: Mind you, we do have legislation: there is legislation in your 
canned goods which limits the size to be marketed in Canada. This is going to 
be confusing because of the change of the legislation. We believe that the 
ten-ounce and other sizes are convenient, where you have a variety to meet 
every need. 


Mr. WHALEN: Is white facial tissue the cheapest to buy? 
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Mr. Lesu: No, they are the same price, basically the same. 

Mr. WHALEN: Does it cost more to make a coloured one? 

Mr. LESH: I would be only guessing. I would think it might even cost less. 

Mr. WHALEN: It is luxury as far as colour is concerned. Why should the 
customer not know, why don’t you advertise? 

Mr. LESH: Our cost is the same and the retail should be the same. 

Co-Chairman Senator CROLL: It is really part of our culture. 

Mr. B. LogEs: Part of the vanity to match the colour picture. 

Mr. LesH: There is one thing we should consider, that is the fact that the 
sale and the movement and the use of toilet tissues, facial tissues, have 
increased with the variety that is in the market. 

Senator CARTER: Mr. Loeb, you have a number of affiliates, and not only 
provide them with goods but with various kinds of services. Do you assist them 
with their mark-ups? 

Mr. B. LoEs: Yes, we give them suggested selling prices. 

Senator CARTER: Do you have a system that you apply to all your affiliates? 

Mr. Logs: In broad principle, we use the same system. The suggested 
selling price that we recommend to our retailers is based on, first, their cost of 
doing business, which is pre-determined by a budget which we produce for each 
one; secondly, by the competitive situation in their market. It is the cost of 
doing business and the competitive situation in the market that are the two 
governing factors. 

Senator CARTER: Do you hire one of the services that goes around and takes 
prices in various stores? 

Mr. B. LoEs: No, we do not. 

Senator Carter: How you keep track of your competitors? 

Mr. B. LoEeB: We subscribe to the Ambler Pricing Service, and to what we 
know as the Green Book, which gives us information on a continuing and 
regular basis; and when necessary we will have our own supervisors spot check 
stores locally to make sure that the prices of our franchise retailers are 
competitive with those of the chains. 

Senator Carter: When you mention the various factors you take into 
consideration, when you recommend a mark-up to a specific dealer is there any 
one factor more influential than the others? 

Mr. B. Loeb: No. It covers a broad range of expenses, of which labour is the 
chief one and represents, to the best of my knowledge, about 40 per cent of his 
total operating expenses. The other factors are his rent, and of course the cost of 
utilities, cost of packaging, and so on. 

Senator CARTER: It is possible then that different I.G.A. stores in roughly 
the same area would have different prices? 

Mr. B. Lors: Not generally, but occasionally it does happen. 

Senator CARTER: Somewhere in your brief I think you made a point that in 
terms of labour or salaries the proportion spent on food items, the food budget, 
has gone down to 19 per cent? 

Mr. B. Logs: Right. 

Senator CARTER: Do you take that into consideration as a factor? 

Mr. B. Lors: No, we do not, because that information only comes to us post 
facto, and we have to watch it on a continuing basis week by week to make sure 
that our retailers do generate enough cash flow to enable them to meet their 
requirements and repay the financing which we have advanced on their behalf. 


Senator Carter: Thank you. 
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Mr. JoyaAL: Mr. Loeb, I am very impressed. You have convinced us that the 
miracle of food distribution is one of the greatest dramas of our time; but it 
seems that the pattern of your operations runs pretty well parallel with the 
operations in the retail and wholesale level. Your breakdown of advertising 
costs shows 1.2 per cent to gross sales for the last financial year. Does this 
include all types of advertising or promotion? 

Mr. B. LOEB: Yes. 


Mr. JoyaL: Apart from your newspaper advertising, what is involved in 
your promotional type of advertising? 

Mr. LesH: The type of advertising? The advertising we do consists of all the 
media—radio, television, circulars, hand bills, billboards, any type of media 
available to us. 

Mr. JoYyAL: And Gold Bond stamps? 

Mr. B. Lors: They are not included. You must remember that we are 
presenting testimony on behalf of M. Loeb Limited, which is a wholesale 
distributor and do not own nor are involved in any distribution of stamps. This 
is the amount of money we have spent on behalf of the retailers in various 
forms in accordance with their views and our own combined decisions; but the 
stamps are a distinct cost of doing business for the franchise retailer. 

Mr. JOYAL: What services do you provide for your franchise dealers with 
regard to Gold Bond stamps? 

Mr. B. LOEB: When you say a type of service— 

Mr. JOYAL: Do you provide the printing? 

Mr. B. Lores: No. We do absolutely nothing in respect to the stamp company 
except in terms of distributing the stamps to them as they require them on a 
weekly basis, and making sure that the premiums for redemption are delivered 
to the stores where applicable. 

Mr. JoYyAL: But who runs the premium redemption services? 

Mr. B. Lors: We are in no way involved with the stamp companies. 
It is run by the Gold Bond Stamp Company which provides all the goods and 
services for the stamp company to our stores. 

Mr. Joya: Are the premium goods purchased from the premium company 
by you? 

Mr. B. Lors: No. We are not involved in any way, in any aspect, in 
any form of stamp program other than to ship the stamps from our warehouse 
to the stores and arrange for the premiums to be shipped from our warehouse 
to the stores. Other than that we perform no service to the stamp company, nor 
are we involved with them. 

Mr. JOYAL: In other words, your franchise dealer does purchase these goods 
from your warehouse? 

Mr. B. Loes: There is nothing purchased. He purchases the stamps 
and with the stamps the premiums are provided when the stamps are surren- 
dered for redemption. 


Mr. JOYAL: But supposing you have these goods in your warehouse and 
they are subject to delivery to your retailers upon demand, isn’t there a cost 
involved for warehousing and handling? 


Mr. B. LoeEs: I don’t want to get into a long discussion on the method of 
distribution. Let us approach it a different way at this point. 


Mr. Scott (Danforth): Who pays for the Gold Bond stamps? 
Mr. B. Logs: The retailer. 
Mr. Scott (Danforth): The retailer pays direct? 
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Mr. B. Lors: Through us. The retailer pays the Gold Bond Stamp Company 
for the stamps, but it is handled through our accounting, but that is the only 
connection we have. 

Mr. Scott: So that on the invoice from you there is ““X”’ number of stamps? 

Mr. B. Logs: If he needs ten poles at $9 a pad, that is our only connection; 
and with respect to premiums and delivery that is now being eliminated since 
the Gold Bond Company retain redemption centres and the customers go direct 
to them and surrender their stamps and pick up their premiums. 

Mr. Joyvau: To the retailer would you suggest that this question of Gold 
Bond stamps and redemption would add cost to his operation? 

Mr. B. Lors: Yes, there is a cost to the retailer for use of stamps, just as 
there is a cost to the retailer for any other type of merchandising technique that 
he would employ. 

Mr. JoYAL: Would it add cost to your operation? 

Mr. B. LoEsB: No, it does not add cost to our operation whatsoever. 


Mr. JoyaL: Would it add cost to the consumer? 

Mr. B. LoresB: We get into a long and involved debate now, as to whether 
stamps increase the price of food. My answer would be no, because if they do 
not use stamps they would use some other form of merchandising technique and 
the cost in fact would be the same. Furthermore, the consumer today has a 
choice of shopping at a stamp-giving store or at a non-stamp-giving store and 
basically the prices of food are reasonably the same in all stores. 

Mr. SmitH (Simcoe): Does the IGA store operator have any discretion 
himself, if he is in some general area where the IGA stores are giving gold bond 
stamps—can one operator say “I do not want to subscribe to that, I do not want 
to use gold bond stamps in my store.” Has he that right, or must he take it, 
along with all the other IGA stores in that area? 

Mr. B. Lores: He has the right to refuse, but again, I have to go back and 
say that he has found it to be more advantageous to use stamps than not to use 
stamps. 

Mr. SmiItH (Simcoe): But does he have the individual choice? 


Mr. B. Logs: He has that choice. 

Co-Chairman Senator CROLL: You have told us that in your view these 
stamps or premiums do not add anything to the cost to the consumer. Mr. 
Meech of Loblaws stated in evidence that it would cost one per cent. Mr. 
Provost of the A&P did not disagree with me when I suggested to him that it 
would cost 2 per cent to the consumer. You still insist that it is all manna from 
heaven? 

Mr. B. Logs: No, stamps are not manna from heaven, stamps are something 
for something, rather than nothing for nothing. We can get into a long debate 
on this—I have debated this for 10 years. The fact remains that stamps have 
been in use for 10 years, and to use them as a whipping boy at this time as a 
factor in increasing the cost of food is gross unfairness. I have no interest 
whatsoever in the stamp company. At such time as the consumers would no 
longer wish trading stamps as a form of promotion, we will discontinue them 
and use some other type of promotion. 

Mr. Joyal: Is your franchise agreement with your dealers or retailers a 
pretty standard form in terms of percentages for allowances for the services 
that you perform on their behalf? You mentioned earlier in evidence that you 
had these franchise agreements. 

Mr. B. LOEB: You mean, is it the same for all retailers. It is, very definitely. 


Mr. JOYAL: Can you provide a copy for us? 
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Mr. B. LoEB: Yes. We are making a note of that. 

Mr. Jovau: Under this agreement, are there any special restrictions which 
would preclude an independent member of your group from buying direct from 
a manufacturer or producer? 

Mr. B. Logs: No, there are no restrictions. The reason they do not buy 
direct is that the manufacturers do not sell direct. 

Mr. Joyau: Are there any instances where he would buy such produce, but 
it would be shipped direct to him, not from your warehouse but direct from the 
producer or manufacturer? 

Mr. B. Logs: Shipped direct but invoiced from us? 

Mr. JOYAL: Yes? 

Mr. B. Logs: In many instances, yes, and by so doing we are able to avoid 
warehousing charges and have the merchandise landed in his warehouse at less 
cost. That occurs especially in the case of perishables—bakery products, ice 
cream, milk and so on. 

Mr. Joya: In those instances where shipment is made direct from the 
producer or manufacturer, what is your mark-up on those items, your average 
mark-up? 

Mr. B. LOEB: The average mark-up on those items is about 2 per cent. 

Mr. Joya: Does your company pay any fees, management fees or consult- 
ant fees, to any other company—in the same way as your own retailers in your 
chains pay a certain amount to you for services? 

Mr. B. LoeB: No, other than what I mentioned to Mr. Urie, through IGA 
headquarters. We pay no management or consultant fees to anyone at any point, 
other than the normal audit or legal fees, no management or consultant fees. 

Mr. Scotr (Danforth): You told us you would be filing us a copy of 
the franchise agreement. Could you also file with us a sample copy of the 
subleases that you use? 

Co-Chairman Senator CROLL: You want the standard form? 

Mr. B. Logs: I will file a copy of the sublease. We will also provide a copy 
of the head lease, because the sublease is identical to the head lease except 
where there are specific provisions in an area. We will provide copies of both. 

Co-Chairman Senator CROLL: In filing with us a copy of your franchise 
agreement, please give us a typical agreement filled in, not just the form. 

Mr. B. Logs: I will sent you a photostatic copy of a binding signed 
agreement of an average retailer. 

Mr. Scott (Danforth): Could you also give us a breakdown among the 450 
stores, not by name, that would not be reasonable. I would like to know how 
many of these are sublease stores, as opposed to how many are under the head 
lease. 

Mr. B. Lors: How many are sublease as opposed to those under head lease? 
All those under head lease are subleases. 

Mr. Scott (Danforth): Just give the last figure, how many of the 450 would 
be on sublease? 

Mr. B. Logs: Right. 

Mr. Scott (Danforth): One other point is still disturbing me, that is, the 
relationship between your stores and yourselves. You tell us that you supply 
them with a suggested price list. It is presumed that you make up this price 
sheet. Then you said that if they do not abide by it, they were subject to what 
you called friendly persuasion. I just wonder could you expand on that a bit. 

Mr. B. LoesB: You can take friendly persuasion in whatever context you 
wish. We simply show them, primarily from figures provided by our retail 
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accounting services, which we do for all retailers. This accounting service is 
mandatory. If we provide financing for a retailer, he must subscribe, in his 
interest as well as in ours. It is often a condition of the lender—a bank, finance 
company and so on—that he subscribe to our retail accounting services. This 
provides him, on a period basis—a period being four weeks—with a profit and 
loss statement and balance sheet. We show him that, unless he generates 
sufficient cash flow from the operation, he will not be in a position to meet his 
commitments to the lender. In order to generate that cash flow he must have a 
balanced program, which means a certain gross profit percentage in each 
department of his store, whether it be groceries, produce or meat. This is 
essential for him to follow, in order that his gross profit will be such that, after 
deducting his operating expenses, he will be left with about 4 per cent, before 
tax, or 2 per cent after taxes, plus the cash flow from the depreciation, and 
thereby repay the investment that has been made by us on his behalf. 


Mr. Scott (Danforth): You are telling us that what you have just 
described now is the only form of influence or pressure or persuasion that you 
exercise over these stores? 


Mr. B. LoEes: We do not apply any pressure on him in that sense. It is simply 
a matter of good business. Primarily, we point to successful operators and say 
“Tf you will follow the example set by retailer X you will come out with his net 
profit and with his growth potential.” 


Mr. JoyaL: As part of your services to your retailers, do you disclose to 
them what should be the average cost of promotion gimmicks, such as gold bond 
stamps? 

Mr. B. Logs: Yes, they are completely disclosed, because they are on the 
operating statement. They know the cost of every one of their operating items, 
ane if they have trading stamps and the cost is 1.75 of sales, this is included in 
their operating costs. 


Mr. Scotr (Danforth): In your brief you mentioned that as to all of your 
other competitors, you can come up with a private label that is able to be sold 
at an amazing reduction from the national brand. What is the main reason for 
that? 

Mr. B. Lores: There are several reasons for that. First of all, the manufac- 
turer does not incur any selling expense when he manufactures a private 
label for us, so that his selling expense, which is a considerable LACtLoOr is 
eliminated: 

Secondly, the manufacturer does not incur any advertising or promotional 
expense in the introduction of the product to the consumer. 

Thirdly, these items are generally ordered in large quantities, generally 
carloads or truckloads, and, thereby, can be sold at a lower price. 

Fourthly, the manufacturer does not accept any returns on that merchan- 
dise. There is no damage allowance or unsaleable goods allowance. 

Fifthly, there is no protection against market decline, which could happen 
in the case of manufacturers products. 

When you add all these things together, the manufacturer can produce a 


private label product at a lower price than he can produce a nationally 
advertised product. 


Senator McDoNALD: You told us a moment ago that I.G.A. stores in 
Manitoba and Saskatchewan were distributed by Codville in Winnipeg. What is 
the association between Codville and yourself? 


Mr. B. Logs: There is no official association between Codville and ourselves, 
other than the fact of common identification, and that we are both shareholders 
of 1.G.A. of Canada Limited. I.G.A. of Canada Limited has no relationship with 
I.G.A. of the United States, and is wholly owned by seven I.G.A. supply depots 
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in Canada, and our relationship with Codville is, then, simply as a common 
shareholder in the Canadian headquarters. 

Senator McDonald: Would the operations of I.G.A. Canada Limited show 
up in your balance sheet? 

Mr. B. Loges: No, not whatsoever. The only reference would be as an 
investment on our part in the shares of I.G.A. 

Senator McDona.p: Mr. Olson, one of our committee members who is not 
with us this morning, has been asking a series of questions with regard to meat. 
I presume that you are in a position a little different from the chain store in so 
far as the handling of meat is concerned, in that you are a wholesaler providing, 
chiefly, independent grocery stores with which you may have a working 
agreement or may not. 

Now, where do you buy your meat products, and I am talking about fresh 
meats? 

Mr. B. Logs: Well, physically, we do not handle any meat, but for any 
questions relating to our meat operations I would like to call upon Mr. Fischer, 
who is the Vice-President in charge of Meat Operations. 


Mr. J. Fischer, Director of Meat Operations, M. Loeb Limited: I am J. 
Fischer, Vice-President in Charge of Meat Operations. The question was where 
do we purchase fresh meat. We purchase it primarily from the major packers, 
Canada Packers, Burns, and the predominant packer in the area. 

Senator McDONALD: What services do you provide to the meat before it 
goes to the retailer? 

Mr. FISCHER: Other than setting up buying offices across the country, which 
we have established in every one of our divisions, we have in every one of our 
divisions meat merchandisers who in turn have three, four or five supervisors 
under their management. We also supply buying office facilities which are 
comparable to what the major chains have. 

We primarily purchase our meat on the open market, based on price and 
quality. 

Senator McDONALD: Then you distribute it? 

Mr. FISCHER: We do not distribute anything through the warehouse. We 
have a drop ship program. Orders come into the central buying office; we in 
turn place the orders with the packers, based on quality and price, and the 
packers in turn deliver the goods. 

Senator McDONALD: They deliver the meat? 


Mr. FISCHER: They deliver the meat and they bill through our warehouse. 
We are responsible for the credit of every one of our independent retailers. 


Senator McDONALD: But you do not actually, physically, handle the meat at 
all? 

Mr. FiscHER: No, other than the odd item such as frozen turkeys or things 
like that. 


Senator McDONALD: Do you purchase any meat outside Canada? 

Mr. FISCHER: No. 

Senator McDONALD: In any quantity? 

Mr. FISCHER: No. 

Mr. B. LoresB: What about New Zealand? 

Mr. FiscHeR: New Zealand lamb and Australian lamb come primarily 
through the major packers. 

Senator McDONALD: Do you not buy any pork in the United States? 


Mr. FISCHER: No, not directly. 
25014—33 


694 JOINT COMMITTEE 


Senator McDONALD: No bacon or turkeys? 

Mr. FISCHER: No bacon or turkeys, no. 

Senator McDONALD: Why do you not purchase bacon in the United States? 

Mr. FISCHER: For what reason, sir? 

Senator McDONALD: Is it not cheaper? 

Mr. FISCHER: First of all, that would put us into the wholesale or distribu- 
tion of meat products. 

Senator McDONALD: No, I do not agree. You are acting as an agent now as 
far as meat is concerned. 

Mr. FISCHER: Right. 

Senator McDoNALpD: Is it not in your interest to see that your retailer gets 
the best possible grade of meat for the least money that he can get it for? 

Mr. FISCHER: We are performing this service now. 

Senator McDONALD: Yet, you do not buy any pork in the United States. 

Mr. FISCHER: No, other than any pork that comes through the major 
packers. 

Senator McDonaLp: I am told that bacon can be bought for 20 per cent less 
in the United States. I am talking about sides of bacon. 

Mr. FISCHER: Yes. 

Senator McDoNnaLp: You can buy it imported for 20 per cent less than you 
can buy it in Canada. 

Mr. B. Lores: Except for one thing, senator, that we do not have the 
physical facilities for importing a perishable like bacon and distributing it in 
small quantities to our stores. 

Senator McDona.p: You have no warehouse? 

Mr. B. Lores: That is right. 

Senator McDona_p: If you were to buy American pork— 

Mr. B. Logs: It would have to come through our warehouse and we would 
have to distribute it to points 125 miles or 150 miles or more away, and by the 
time it got to those points it might be as high priced as Canadian bacon. 

Senator McDONALD: But my statement is true that, if you were going to 
supply it to your retailers, it would have to be through a Canadian packing or 
slaughtering house? 

Mr. B. Logs: That is right. 

Senator McDona.p: There have been a series of questions concerning the 
price of fresh meat. 

Mr. FISCHER: Yes, sir. 

Senator McDonatLp: And the relationship between the price that was paid 
to the producer and the price that is charged by the wholesaler, and there does 
not seem to be any parallel between the price to the producer and the price to 
the retailer. In other words, if the price to the producer goes up it does not 
necessarily mean that the price to the retailer goes up. 


By the same token, if it goes down, it does not seem to make any 
difference. There is no relationship between the two. Why is there not? 

Mr. FISCHER: What question do you want me to answer? Why does a farmer 
get 28 cents a pound for the live steer, and what happens after that? 

Senator McDonatp: No. Tell me this: If he gets 28 cents a pound for the 
live steer, and the retail price from the packing plant is 50 cents— 

Mr. FISCHER: Right. 


Senator McDonaLp: Then, if the beef goes down to 24 cents to the farmer 
why does the price remain at 50 cents to the retailer? _ 
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Mr. FISCHER: I do not think it does, sir. 


Senator McDONALD: Well, the evidence that has been presented to this 
committee indicates that it does. 


Mr. FISCHER: We follow the markets pretty well daily, and we are pretty 
well versed on market conditions right across the country. I think perhaps we 
have an advantage here for the simple reason that we get this market 
information based on livestock market conditions at various points across 
Canada. If a carcass of beef or an animal goes down half a dollar or half a cent 
a pound, we immediately look for a lower price, and I would say that in 90 per 
cent of the cases we get it. Not perhaps that particular day, but this reflects on 
the market in the following week. 


Senator McDONALD: You are telling me, then, that the figures that have 
been given to us by previous witnesses are not correct. 


Mr. FIscHER: I do not disagree; I did not hear the testimony. 


Senator McDONALD: Testimony has been presented to us indicating that, for 
choice steers on the Toronto market last June, the average price was about 27 
cents, dropping to 25 cents in July. Yet the price of beef by the side during the 
same period increased. It did not decrease but increased a cent and a half per 
pound, and for hind quarters it increased 4 cents a pound. 


Mr. FISCHER: You are talking about the month of July? 
Senator McDONALD: June and July. 


Mr. FiscHeR: June and July. There is a differential that is created by 
supply and demand during those hot months, particularly on the hind quarter. 
We have experienced this over many years, ever since I have been in the meat 
business, which is practically all my life. There is a demand for steak in the 
summertime because a woman does not particularly want a big roast of beef 
which will heat up the house, and that sort of thing. What happens is that the 
hind quarters might go up four cents a pound but the front quarters will drop. 


Senator McDONALD: Just a moment, till I see if I have the figures for front 
quarters. I do not have the price on front quarters, but I do have the prices on 
cuts of meat from both front and hind quarters, and the prices indicate that 
both went up. Prices indicate that the cheaper cuts did not go down. As a 
matter of fact, they increased more than the high priced meat. 


Mr. FiscHEeR: In all my years of experience I do not think that I can 
truthfully say that this is true, for the simple reason that the front quarter meat 
does go down in price in the summertime. It is quite evident by our advertising 
program, if anybody follows it, that cuts of beef which primarily sell at 39-40 
cents a pound in the summertime go up to about 49 cents a pound in the 
wintertime, whereas the price of steaks comes down to offset that. 

Senator McDONALD: Well, would you say that hamburg, rolled brisked and 
stewing beef were cheap cuts? 

Mr. F1scHErR: I would say that with brisket it all depends on what you are 
going to use the brisket for. It becomes a summer commodity owing to the fact 
that it is cured and probably smoked, and there is a lot more smoked meat used 
in the summertime for sandwiches, and things of that nature, so that there 
could be a demand on that particular cut. 

Senator MCDONALD: What would you call a cheap cut, then? 

Mr. FISCHER: Rib boiling beef, stewing beef, boneless stewing beef. 

Senator McDonaLpD: During this period that we have been talking about, 
stewing beef remained at 79 cents throughout the entire period. 

Mr. FISCHER: That could be evidence submitted by a chain store, but, in all 
our years of experience, stewing beef as a rule has gone down as much as ten or 
twelve cents a pound during the summer months, or, if it is nice and lean, it is 
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converted into boneless chuck, minced chuck, which again becomes a summer 
item for barbecuing and that type of thing. 


Senator MCDONALD: Your prices at the retail level and at the wholesale 
level follow as closely as possible the price paid to the producer? If the price to 
the producer goes up the price to the retailer goes up? 


Mr. B. LOEB: Right.- 


Senator McDonaLp: Can you supply the committee with a list of prices that 
you have paid for sides of beef and hind and front quarters and for cuts of pork 
for the years 1965 and 1966? Is that possible? 


Mr. B. LOEB: We have some information here, but we will provide it in its 
entirety to the committee. 


Co-Chairman Senator CROLL: I have Mr. Whelan. 


Mr. WHELAN: I want to make one comment. First of all on the brief—it has 
a bill of sale for independent grocers ‘who are not any more independent than 
the members of a political party in the House of Commons. I am disappointed in 
the brief. I want to make that comment first of all. I hope through your good 
offices that every question is submitted to these people that was submitted to 
the other people who presented briefs to the committee and who are in the 
same line of business as these people here. They handle the same lines of goods, 
and regardless of what has been said and the submitted information, I hope we 
will delve into this as much as we should. 

What line of produce do you handle that makes your highest profit—fresh 
produce, or canned products? 


Mr. B. LOEB: When you use the word “produce” I think you are generaliz- 


Mr. WHELAN: Well, what line of merchandise then? 

Mr. B. Logs: What line do we realize the highest margin on? 

Mr. WHELAN: Yes. 

Mr. B. Lores: I could not answer that at this point without doing an 
investigation. Are you talking about a family grouping? 

Mr. WHELAN: The other people who were here were able to tell us right 
offhand, and it was more or less in their briefs, which one they would make the 
highest mark-up on. Most of them said it was the produce division, fruits and 
vegetables and things of that nature. 

Mr. B. Logs: We are operating an entirely different type of business to the 
corporate chains, and therefore it does not render itself to comparison. The fact 
that we achieve the same end result has no bearing on it. This brief was by way 
of enlightenment for people who do not recognize that these are independently 
owned stores. Contrary to the statement that they are no more independent 
than members of Parliament, I would say that the man who is independent is 
the man who has money in his pocket. They were never better off than they are 
now, because if it were run for the benefit of the company only, they would not 
be in business. This is because of the fact that in Canada and the United States 
the chains dominate the market by doing 75 to 80 per cent of the total business. 
This is a very dangerous situation, and the type of program we offer our 
retailers enables them to remain competitive and profitable, and this is a 
decided advantage to the consumer in keeping the volume of business properly 
balanced. I would defy anyone to state that our retailers are under any 
domination. 

Mr. WHELAN: You said that yourself—one of your officials said you 
reprimand them, and you said that you talk kindly to them. 

Mr. B. Lors: Have you never been reprimanded? We all need discipline. I 
think at times they have to be reprimanded for failing to adhere to company 
policy. 
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Mr. WHELAN: Anyone I am solely independent of had better not reprimand 
me for something that is not their business. 

Mr. B. Lors: The retailers are not dependent upon us; they have freedom 
of choice. 

Mr. WHELAN: I am disappointed you do not know what line of produce 
makes your greatest profit. 

Mr. B. LorsB: This question is still a little difficult for me to answer until I 
know what categories you are referring to. Are you referring to health and 
beauty aids as a category, to confectionery, to tobacco products, canned 
fruits—we don’t handle meat—frozen food? 

Mr. WHELAN: Yes. 

Mr. B. Lors: The category we make most profit on is health and beauty 
aids. 

Mr. WHELAN: And then? 

Mr. B. Loes: And then confectionery. 

Mr. WHELAN: And what comes third? 

Mr. B. Lores: What we call non-food items—variety wares and so on. The 
items we make least on are meat and fresh produce. 

M. WHELAN: Do you recommend to your retailers the prices they should 
charge in various areas according to the earning power in the area and the wage 
scales? 

Mr. B. Lores: We do not in any way relate the prices we charge to wage 
scales. We set the price according to what the retailer needs to realize a 
reasonable profit and, secondly, it is based on competition in a given market. 

Mr. WHELAN: Why is it always when fresh produce—and this is according 
to statistics given to myself that prove without a word of doubt that when the 
lowest price possible is paid to the producer the consumer is not given the 
benefit of this low market price? 

Mr. B. Logs: I shall have to ask Mr. Kerns to answer that. 

Mr. Kerns: I don’t know that this statement is fact. We relate our pricing 
at the wholesale and retail level to what we believe is reasonable in the 
merchandising and production area. 

Mr. WHELAN: We have statistics given to us to show that those items—take 
cucumbers, for example—that when they are at their lowest price, this is when 
the outlet makes its highest markup, even 800 per cent. These figures are 
prepared by an independent body. 

Mr. Kerns: It must have been a composite or average figure. 

Mr. WHELAN: Are you trying to tell me you did not make an unwarranted 
markup on potatoes during July and August? 

Mr. Kerns: All I can say is that we made our normal markup. We do not 
take excessive profits from the retailers or from the consumers. We have a 
normal approach to pricing which does not deviate. We have to maintain this to 
keep us in the position of leadership. We do not try to anticipate what others 
will do; we pay the best price we can—the cheapest, I should say—for good 
merchandise. We mark up legitimately for wholesale, and we recommend 
reasonable prices to the retailer whether we are in competition or fall short. If 
we find that our buyers are not sharp enough or if we buy too high a quality of 
goods, we adjust to meet the competition. 

Mr. WHELAN: After what you said before I did not think you could buy too 
high a quality. 

Mr. KERNS: We do, and this is when we find that we are outpriced, 
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Mr. WHELAN: If you purchase an imported product at a very high price and 
find you have to bear a loss, how can you make up for this? 

Mr. KERNS: Depending upon the circumstances you will adjust your prices 
up or down. 

Mr. WHELAN: If you pay a high price for importing, say, potatoes or 
something like that and you find it to be an unwarranted price, and if you put 
that price on—an unrealistic price—and the consumer does not buy—will you 
market it at a loss or will you make up the price on local, cheaper products? 

Mr. Kerns: I am not sure if I understand you, but let us take the case of, for 
example, potatoes. In this instance we cannot compare Leamington potatoes 
with imported potatoes. The Leamington potatoes last year were in a wet, 
feathered condition that would defy any real inspection although they passed 
Canadian inspection. They don’t compare with the quality of the long, white, or 
the Virginia or South Carolina potatoes, because those potatoes were well 
matured and generally clean, with a good skin, and easy to work with in the 
kitchen. It was a premium quality produce for the housewife. Compare that 
with a mass of dirty, feathered skin, where we have to cut off the mud, and 
there is every description of potatoes in the bag, all coming out of Leamington, 
not only because of the grading situation this year but because they had 
weather conditions during the harvest which created many problems where it 
was difficult to get the wet sand off the potatoes. 

Mr. WHELAN: I am talking in generalities. You are talking specifically, 
about potatoes. 

Mr. KERNS: I will mention another example. 

Mr. WHELAN: When I was in Prince Edward Island they certainly did not 
get a very high price for their potatoes this year, and the consumer certainly 
did not pay that much less for potatoes compared with last year. I readily agree 
they paid less, but not in comparison with what the primary producer received 
for the product. 

Mr. KERNS: I must qualify that; I cannot agree with your statement. The 
P.E.I. producer got one of the highest markets they have ever had this year. 

Mr. WHELAN: Last year I know they had in potatoes, and in 1965 they 
received the highest price they ever had. 

Mr. KERNS: In the winter and spring of 1966 P.E.I. and N.B. got the highest 
price that they ever received. 

Mr. WHELAN: They are receiving 80 cents a barrel this year. 

Mr. KERNS: This year they have some co-operative association with the 
shippers. The potato market was up into the $5 and $6 a hundredweight level, 
which is pretty expensive potatoes. 

Mr. WHELAN: What loss do you suffer on handling fresh produce? 

Mr. KERNS: Anywhere from a half of 1 per cent to 1 per cent, and 
sometimes even more, sometimes even 2 per cent. 

Mr. WHELAN: Do you know what the retailer would lose? 

Mr. KERNS: Anywhere from 2 per cent to 8 per cent, depending on how 
good or how poor he might be in the handling of the produce, how good his 
turnover processes are and ordering control, and how good his retailing 
operation would be, with which we try to help him. 

Mr. B. Lors: Also depending on whether there is a boycott or not. 

Mr. WHELAN: I realize that. I am not satisfied we are getting the same 
quality as are American customers. On transportation, is it not true that a 


carload of lettuce in Detroit, if it is not opened and it is still in transit, can be 
shipped on to, say, London, without any extra cost? 
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Mr. KERNS: No, that is not correct. The dump duty laws in Canada prohibit 
the transfer of any product wherever it may be— 


Mr. WHELAN: Is that 12 months a year? 


Mr. KERNS: That is 12 months a year, with certain exceptions. Under 2,000 
pounds of product can be brought across from Detroit into Canada with the 
restriction being placed on it that no one product can represent more than 
one-third of the total shipment. That is impossible for one carload. 


Mr. B. Lores: On the question of quality of produce, I will challenge your 
statement that the quality of produce sold in Canada is inferior to that sold in 
the United States. I could go into detail, but I would summarize it by stating 
that if the quality of produce sold in Canada is inferior to that sold in the 
United States, how come our percentage of sales of all chains in Canada on 
fresh produce is higher than that in the United States? 

Mr. WHELAN: I probably think that is because when the Canadian primary 
producer produces their product this offsets the low quality product you bring 
in from the United States. 

Mr. B. LOEB: No. 


Mr. WHELAN: I bought produce in your store in Windsor, head lettuce 
wrapped with elastic and plastic to hold it together. I am not saying this is as 
bad as Mr. Kerns tried to point out about potatoes, but if this were high quality 
produce it was off-season produce put in a package and wrapped with an elastic 
to make it look like a head of lettuce. It was certainly not high quality. 

Co-Chairman Senator CROLL: Let us get on. Mr. Horner? 

Mr. HORNER (Acadia): You said that in your industry you carry out a 
normal approach to pricing and seldom do you divert from this. Could you give 
the committee an idea of what is involved in your normal approach to pricing? 
How do you take your mark-up and suggest the retailer take his? 

Mr. KERNS: As I indicated before, we recommend 25 per cent gross profit 
for the retailer. We project profits in that direction so that he can achieve a 25 
per cent gross profit on sales. I mentioned that earlier in the conversation. 

In regard to the wholesale operation, we project a profit on our wholesale 
sales, less whatever advertised specials we put out, which may depress it. If we 
aim to have 13 per cent, our advertised specials may depress the profit by 1 or 2 
per cent. We attempt to have attractive and stimulating advertising for our 
consumers. If peaches are topical, we want to be competitive with chain stores 
or any other retailers in the price of peaches. If California strawberries are 
topical, we want to be the leader in the approach to advertising and the 
merchandising of this produce. 

Mr. HORNER (Acadia): We have seen in stores where they have changed the 
mark-up from time to time. Why and how do you arrive at a position where the 
price of a given commodity has to be increased? How do you arrive at that 
decision? 

Mr. KERNS: When our cost from the primary producer rises, we have to 
pass this along, in turn, to our customer, the IGA store, and we recommend the 
appropriate price be passed along at the retail level. There is the law of supply 
and demand; when prices go up or down we reflect both instances. 

Mr. HorRNER (Acadia): You say that in all cases before you suggest a 
mark-up to the retailer, the producer of the primary goods—whether it be 
manufactured pork and beans or whether it be vegetables from Essex coun- 
ty—the price has gone up to you? 

Mr. KERNS: In every instance I know of, the price has gone up to us prior 
to our raising the price to the consumer or retailer, as far as we are concerned. 
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Mr. Horner (Acadia): And never do you recommend to the retailer a 
higher price because your competitors are moving goods rapidly at a higher 
price or the market will bear a higher price? 

Mr. Kerns: On the contrary, I indicated earlier we do not follow competi- 
tion in arriving at the price for fresh fruit and vegetables—and I am speaking 
now only of fresh fruit and vegetables. We arrive at a selling price based on our 
cost. If we find we may have bought imprudently or paid a price for quality 
higher than others might have paid and paid, say, a cent higher, we might 
reduce it by a cent, but it does not go up. 

Mr. Horner (Acadia): In your arrangements with independent grocers, do 
they follow your suggested price list fairly closely? 

Mr. KERNS: I would say that as a general rule they do, because they have 
found this has been generally a competitive situation. 

Mr. HornER (Acadia): It is a good guide, and they follow it very closely? 

Mr. KERNS: Yes. 

Mr. Horner (Acadia): But in the odd case they would increase their price 
because they see their competitor has, and they would not be reprimanded by 
you? 

Mr. KERNS: They certainly would not be recommended— 

Mr. HORNER (Acadia): No, “reprimanded’’. 

Mr. KERNS: Reprimanded for doing it? If we knew about it we probably 
would reprimand them, but we have a large number of stores in a large 
geographical area, and we do not have a large enough number of supervisors to 
pick up this differential. We do not encourage it and do not like it. 

Mr. HORNER (Acadia): Consumers go into stores—and I expect they go into 
IGA stores—and see in relatively rapid succession mark-ups in the price of a 
commodity. Maybe three or four times a commodity is marked up in three or 
four weeks. 

Mr. KERNS: This originates from the primary producer. We had a case last 
summer of lettuce, where the lettuce market started at $1.50 or $1.25— 

Mr. B. Lores: I would like to interrupt. I think you are talking about dry 
grocery commodities, where the price has gone up, and Mr. Kerns is trying to 
reply in terms of perishables; and these are quite different commodities and 
cannot be discussed at the same time. If you are referring to increases in the cost 
of what we call dry groceries or hard goods, this is a problem we are confronted 
with, continually rising prices, and we will send our retailers a revised selling 
price based on the increased cost of the merchandise. 

This also applies when certain items come down in price, such as sugar. It is 
necessary to reduce the price from time to time. The problem is if a retailer has 
five cans left on his shelf and a new price list comes in and a new shipment 
comes in, then the chances are he will raise the price on the five remaining cans 
to the level of the new suggested price, in order to have one price on his shelf 
and to not confuse the cashiers. This is a problem that we are concerned with in 
rising markets, and it is left to the discretion and integrity of our retailers. 
Unfortunately, in any situation some take advantage of it. We try to the best of 
our ability to impress upon the retailer the importance of not taking advantage 
of the consumer, but here again you are pleading with him; you cannot force 
him. 

Senator CARTER: I have two questions. I would like to continue the line of 
questioning of Mr. Horner. Now, Mr. Loeb, you have a large distributing centre 
for the Ottawa Valley area? 


Mr. B. LOEB: Right. 
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Senator CARTER: Would you be faced with a problem similar to that which 
you have just described for the retailer in respect of your inventory? How often 
do you turn over your goods? 


Mr. B. LoEB: Our merchandise is turned over 24 times a year—roughly 
every two weeks. 

Senator CARTER: So you could conceivably be faced with the same problem? 
In other words, prices would go up and you would still have goods brought in at 
the old price. What is your policy with respect to that? 

Mr. B. Logs: As long as we have merchandise on the floor we will ship it 
out at the price prevailing at the time of shipment. When a new price comes in 
it has got to be programmed into the computer, and since our merchandise 
turns over so quickly we really do not have old merchandise left over. We buy 
for turn-over and not for profit. 

For instance, in respect of a commodity like sugar, we get a truckload of 
sugar in every day of the week, and sometimes twice a day. Other commodities 
we buy weekly. So, there is very little merchandise left on hand. The retailer 
bases his selling price on the price he pays for a particular commodity. 

Senator CARTER: But you have to face the same situation as the retailer, in 
that you have to merge the two prices into one. 

Mr. B. LoresB: Yes, and we have to take the price prevailing at the time of 
shipment. 

Senator CARTER: In other words, whatever you have on the shelf goes up to 
the next price? 

Mr. B. Logs: If we have 25 cases on the shelf and a new price comes in on a 
new shipment then we have to balance those two prices. It is impossible to sell 
old stock at the old price, and the new stock at the new price. You would have 
to have hordes of clerks to keep the accounting intact. 

Senator CARTER: And what if the price goes down? 

Mr. B. Lores: We have to reduce the price in order to remain competitive. 

Senator CARTER: I would like to come back to the private labels. Do you 
have the same brand of private label merchandise for all IGA stores? 

Mr. B. LOEB: Yes. 

Senator CARTER: Do you promote these? 

Mr. B. LOEB: Very intensively. 

senator CARTER: Do you have lab. tests? 

Mr. B. LOEB: Yes, all of our merchandise is tested in a private laboratory in 
Brantford, Ontario. 

Senator CARTER: So, you are satisfied— 

Mr. B. LOEB: We are satisfied that the quality must be equal to that of the 
particular commodity group. For instance, fruits and vegetables are graded as 
standard, choice and fancy. These are government standards. But, our quality 
must be equal to the quality of a comparatively priced commodity from any 
other manufacturer. 

Co-Chairman Senator CROLL: I understood you to say earlier that the 
manufacturer who makes the national brands makes your private brands, and 
you sell the private brand cheaper than he sells the national brand? 


Mr. B. LogEsB: That is correct. 

Co-Chairman Senator CROLL: It is exactly the same product. It is exactly 
the same product from the same manufacturer. 

Mr. B. LOEB: Primarily, the research is done to compare the brands of two 
or three manufacturers who may want to submit samples of their products. We 
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have them researched in order to make sure that the quality submitted is 
satisfactory. 

Senator CARTER: I want just to finish that. In the case of commodities like 
coffee, and so on, you are satisfied that your private label brand is comparable 
in quality to— 

Mr. B. Lorexs: Yes, we are satisfied. We just hope that the consumer is 
satisfied. 

Senator CARTER: You are promoting it, you said? 

Mr. B. LOEB: Yes. 

Senator CARTER: By advertising? 

M. B. LOEB: Yes. 

Senator CARTER: In any other way? 

Mr. B. Logs: By lower prices. 

Senator CARTER: Lower prices? 

WET, 15, cluOk 6» Yes. 4 

Senator CARTER: Can you tell the committee what percentage the sales of 
your private label brands constitute of your total sales? 

Mr. B. Logs: In the category involved our private labels are 10 per cent of 
the total sales. 

Senator CARTER: And is that increasing? 

Mr. B. Logs: It is increasing. It was about five per cent about three years 
ago, and it is now about ten per cent. We are constantly attempting to develop 
the sale of private label merchandise. 

Mr. URIE: I have just one or two questions. In your financial statement you 
make reference to the introduction of the Cartier variety program. What is 
that? 

Mr. B. Logs: Those are the Loeb City products that I referred to ear- 
lier—the franchising of Variety stores. 


Mr. URIE: I see, and the sales of those are not included in these? 

Mr. B. LoEs: Yes, this is the consolidated sales. 

Mr. URIE: I am sorry; I did not realize that. I have just one further 
question. You perform a vastly greater variety of services for your retailers 
than the ordinary wholesaler. As I understand from what you said, there is 
advertising, accounting, guarantees, leasing, and all that type of thing. Do you 
perform more services for one retailer than for another? 

Mr. B. Logs: No, they are available to all retailers, and we perform 
whatever we are called upon to perform. 

Mr. UrRIE: Now, do you charge anything for those services, over and above 
the price of the merchandise? 

Mr. B. LoreB: No—well, in my brief I mention that we charge the retailers a 
service fee for their merchandise, which includes all the other services they 
get—that is, other than retail accounting, which is charged them at exactly your 
cost. 

Mr. UrtE: Is the retail accounting fee included in your $200 million of sales, 
or is that separate? 


Mr. B. LorEsB: Well, it is a service. There is no income from it. We just 
maintain a retail accounting office on behalf of the retailers, and whatever it 
costs us to maintain that office is charged out to the retailers— 

Mr. URIE: There is no element of profit in it at all? 

Mr. B. LOEB: No. 
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Mr. GREIG: There is a loss incurred in that operation. 

Mr. URIE: So far as the other services are concerned, any element of cost 
involved in them is added to the price of the goods? 

Mr. B. Logs: It is included in the price—it is not added. 

Mr. JoyAL: I have just one point. Your arrangements are such that I am 
somewhat confused as to whether there is duplication, especially in the promo- 
tional or advertising field. The evidence that has been adduced before this 
committee by the chain store operators indicates an average of 1.6 to 1.8 per 
cent of sales for advertising and promotion. Now, your statement shows a figure 
of 1.27 per cent of sales for your advertising. 

Mr. B. Lors: Not our advertising—advertising on behalf of the retailers. 

Mr. JOYAL: But you also show in your operating guide to the retailers an 
advertising cost of 0.4 per cent, and a Gold Bond stamp cost of 1.75 per cent. How 
do you break down these three figures? In other words do you do all the 
advertising for your retailers? 

Mr. B. LOEB: Yes, we do all the advertising on behalf of our retailers, and 
we charge the retailers a percentage of their sales as an advertising fee, and we 
subsidize the balance of the total advertising from our own company profits. 

Mr. JOYAL: Therefore, what would be the total amount of your advertising 
as against the net amount of your advertising? 

Mr. B. LoesB: When you say “your” are you talking about wholesale or 
retail? 

Mr. JOYAL: I am talking about the M. Loeb Limited level. 

Mr. B. LOEB: The advertising was 1.2 per cent last year. 

Mr. JoYAL: Is that a gross figure or a net figure? 

Mr. B, Loes: It is a percentage of our total sales. The dollar expenditure 
was about $2,305,000. That was the total amount we expended for advertising 
on behalf of our retailers through television, radio, handbills and the newspa- 
pers, and so on. That was spent on behalf of the retailers. The retailers 
contributed a portion of that cost, and the rest was made up by our supply 
depot. 

Mr. JoYAL: Therefore, the amount of $2,305,000 for advertising and promo- 
tional expense is the net cost to you? 

Mr. B. Lors: Right—the net cost to us, but contributed in a large portion 
by franchised retailers, based on their volume. 

Mr. JOYAL: What is involved in this? 

Mr. B. Lores: Advertising in newspapers, on the radio and television, by 
handbills and window posters, or any other type of promotion which we, 
together with the retailers, deem essential in order to maintain an adequate 
image for them in a market area. 

Mr. JOYAL: “I Give Away’, and that sort of thing? 

Mr. B. Lors: Yes, sir. 

Mr. JOYAL: Have you a breakdown of all these distributive costs? 

Mr. B. LOEB: Yes, sir. 

Mr. JOYAL: Could this be provided to us? 

Mr. B. LOEB: Yes. 

Mr. UrRIE: I have a supplementary question. How much of that $2,305,000 
was paid to you in dollars by the retailers? 

Mr. B. Lores: I would have to do a little research on that. It varies 
according to the retailers. I could provide that information, but I do not just 
have it handy. I would be happy to give it to you. 
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Mr. URIE: I have one further question. Does that figure represent the net 
amount to you after taking into account the payments made to you by your 
suppliers for advertising? 


Mr. B. Lots: That is the gross amount that we have paid to the various 
advertising media for the advertising done on behalf of our retailers. A portion 
of it came from retailers, a portion of it came from us, and a portion from 
manufacturers. 


Mr. JoYAL: That is what I want. Give us the portion from manufacturers—a 
breakdown of all three. 


Co-Chairman Senator CROLL: While you are at it, will you obtain for us a 
figure to indicate the cost of the premiums and gimmicks to the retailer, or 
whatever he gives out, on a weekly basis? 


Mr. B. Loges: He doesn’t give anything out; it is given out on his behalf. 

Co-Chairman Senator CROLL: Very well, on his behalf, on a weekly basis. 

Mr. B. LoEs: All right. 

Mr. JoyAL: Is that not disclosed in your little handy document called “A 
Guideline to Retailers on Costs per $1000 worth of Sales’? I believe you filed 
this? 

Mr. B. LoEB: What is the date? 

Mr. JOYAL: There is no date on it, unfortunately. 

Co-Chairman Senator CROLL: I have not seen it, where does it come from? 

Mr. B. Logs: Probably from our retail operations manual. It is available. 


Mr. Joya: But your suggestion as far as the retailer is concerned is that he 
can charge off .4 per cent for advertising. 


Mr. B. Loes: That is an old one, long before the current one. That is not 
according to the current rates for newspaper advertising, it is several years old. 


Co-Chairman Senator CROLL: Then how could it have reached us? We 
asked you to provide us with up-to-date information. 


Mr. B. Logs: I did not provide that. 
Co-Chairman Senator CROLL: Where did it come from? 
Mr. JOYAL: I don’t know. 


Mr. B. Lors: That was not provided by our company. It must have come 
from an old retailer who keeps the old documents. 


Co-Chairman Mr. BAsrorD: Can we have an up-to-date one? 


Co-Chairman Senator CROLL: Are they published by the thousand- or the 
ten thousand-volume? 


Mr. B. Loes: It really doesn’t make any difference, we will give you a 
current one. 


Co-Chairman Senator CROLL: And date it, please. 


Mr. WHALEN: I have one question which requires an answer and was not 
fully answered before. If an independent retailer wants to buy from a local 
primary producer some produce, or from a local processor, you said that he can 
do that, and yet you still apply two per cent to them. Is that just right? 


Mr. B. Logs: You mean buy and have it shipped through us? 


Mr. WHALEN: No, I mean if he wanted to buy from me and have nothing to 
do with you—to be independent? 


Mr. B. Lores: He can buy directly from you. 

Mr. WHALEN: Does he have to pay you anything for that? 
Mr...B: sLOEB: .No. 

Mr. WHALEN: Then what about the two per cent? 
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Mr. B. Logs: That is on an unauthorized supplier. We charge him a 
fee of approximately two per cent for billing and all the administrative aspect 
of it and for the terms we would give him, and so on. 


Mr. WHALEN: But there is nothing to stop your retailers, your independents, 
from buying from a local processor? 


Mr. B. Loges: Nothing. 


Co-Chairman Senator CROLL: Has anyone further questions? Thank you 
very much, Mr. Loeb. This of course is in a preliminary way. We had not seen 
your brief before and have had no opportunity to examine the answers to the 
questions which you gave very well. You were very open with the information, 
which we appreciate greatly. After we have had an opportunity to study this 
we shall of course call you back. We asked you to furnish a certain amount of 
information, and perhaps you will geet that to us as soon as possible. 

Mr. B. Loes: Before closing, I should like to extend an invitation to all 
members of the committee to visit our distribution centre, which is just five 
minutes from here, where they can see personally the nature of our operations 
to have a better understanding of the importance of wholesaling and distribu- 
tion in the marketing season. Thank you very much. 


Whereupon the committee adjourned. 
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EXHIBIT “A” 


M. LOEB LIMITED 


Trends in Operating Costs and Expenses 


(1) Sales and gross profits 


1965-66 


1964-65 1963-64 1962-63 1961-62 
MOS SM oe etek ete ks $200,102,378 $172,055,271 $140,396,914 $102,572,754 $ 81,648,563 
Gross Prohts RA 9S. G.I 13, 274, 968 14, 35/150 9,461, 207 6,598,549 5,497, 956 
Gross profit as % of sales........... 6.63 6.56 6.74 6.43 6.73 
(2) Cost of merchandise—groceries 
1965-66 1964-65 1963-64 1962-63 
Average cost per case. ass See ceed $5.68 $5.57 $5.52 $5.49 
(3) Salaries and wages 
Average hourly rates of 
warehouse employees: 1965-66 1964-65 1963-64 1962-63 1961-62 
Pip ars. < Seo. © tals Oe cee ee $1.89 $1.71 $1.60 $1.58 $1532 
CONCOR GIS: Ms Ot or ne hs to ean 2.01 1.91 1.65 1.55 1,32 
TiGR CTS il, Bs TEs ones cand hae A 1.92 1.83 1.58 1,52 1,32 
PWork-lit Operators. 0. 6.6 coeds ye pede 1.89 1.79 1.66 1.60 1.34 
Drivers’ wages per mile 
(1966-67—83¢) 7i¢ 7¢ 7¢ 6¢ 6¢ 


(Southwestern Ontario) 


(4) Fringe benefits—grocery warehousemen 


Average Company cost per employee has doubled since 1960, from $69.68 in 1960 to $138.57 in 1966. 


(5) Advertising costs 


Hxpondttures gcc: 5.2 eee tek te. ge 8 
Cost as % of sales 


© (hee epee) te © 8 eMAl eo) 0. ad nselle ie. © 


(6) Freight transport rates 


1965-66 


$2,305, 482 
1.27 


1964-65 1963-64 
$1,797,065 $1,030, 332 
1.15 1.06 


(a) Truck load rates have increased by an average of 2.05% per year for a total of 10.25% over the 


past five years. 


(b) Rates for less than truck load quantities have increased by an average of 4.20% per year for a 
total of 21.00% over the past five years. 
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Upon resuming at 3 p.m. 

Co-Chairman Senator CROLL: I see a quorum. We have a submission today 
by Western Grocers Limited. Mr. E. S. Cooper, the President, will read the 
brief. 


Mr. E. S. Cooper, President, Western Grocers Limited: Mr. Chairman, I am 
very pleased to appear here and tell you something of the structure and 
operations of our company. I was asked to report to you on the operations of 
Western Grocers Limited. I would like to introduce my colleague, Mr. Keith 
Campbell, also a director of Western Grocers Limited. He is my supporting 
team. 

I must apologize and ask your indulgence because I am unable to pass any 
French language copies to the members. We were under a good deal of pressure 
of time and only completed our submission after working hours last night. 

I would like to read through the brief in its entirety, with your permission. 
I think it is worded as concisely as we could. 

This memorandum is under two headings: 

1. Brief outline of food wholesaling activities of Western Grocers Ltd. 
and pertinent operating figures years 1960 to 1965 inclusive, as 
requested. 


2. General comment on food prices and trends. 


This company operates in the territories from Fort William out to the 
Alberta-British Columbia border, supplying dry groceries and a service in fresh 
produce and meats through 14 branches and 10 cash and carry depots. The head 
office is in Winnipeg. 

From its early operations as a leading “‘old line” salesman-oriented business 
in dry groceries, there has been growth and modernization until today the 
major part of the company’s wholesale distribution is through voluntary “group 
stores” (Tom-Boy, Red & White, Lucky Dollar, and United Purity stores), and 
to a less extent in corporate retail food outlets and institutions. 

Western Grocers was one of the early sponsors of ‘“‘group store” activities in 
Canada, introducing and expanding services which have been essential to the 
progress of the independent food merchant in his competition with corporate 
chain activities. I am glad that Mr. Bert Loeb was able to give you such a fine 
exposition of the voluntary group store philosophy, in this morning’s session. 

Such services to the independent “group store” owner embrace the advan- 
tages of mass buying at low prices, guidance by experienced field representa- 
tives, centralized advertising and promotion activities, centralized accounting, 
store location, design, fixture purchases, training programs, and often substan- 
tial financial assistance. 

The “group store” concept of co-operation between wholesaler and retailer 
also has developed important operating economies and is constantly innovating 
new practices to this end. 

Substantial investments in modern warehouses, in mechanized handling 
equipment, in punched card office machines, scheduling of orders and deliveries, 
concentration of purchases by retailer, prompt payment of accounts, and many 
minor refinements of procedures have resulted in steady reductions in the cost 
of doing business per ton at wholesale during the last 15 years. Western Grocers 
has been one of the leading wholesale organizations to originate and develop 
such efficiencies in the handling of dry groceries and perishables. 

It should also be noted that such economies have not been possible in some 
of the more remote rural and northern areas, where the older style of 
personalized service is still required, albeit at greater expense than in the more 
populous centres. 

25014—4 
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The attached Exhibit “A” lists the pertinent figures in Western Grocers’ 
operations, years 1960 to 1965 inclusive, under heading of total sales, percentage 
of margin, percentage of grocery sales only, percentage of perishables sales 
only, wages, percentage of sales, advertising-net, percentage of sales, and net 
profit-percentage of sales. 


(See Exhibit “A” following this text.) 


It may be noted that, despite increased wage rates, Western Grocers’ total 
wage bill has declined in dollars and in ratio to sales. Wage costs are over half 
of the total expense of the business. 

Net profits of Western Grocers Limited are under one per cent of sales 
after provision for all taxes. It is a thin line between black and red ink. 


WESTERN GROCERS LTD. IS A SUBSIDIARY OF WESTFAIR FOODS LTD.: 


As a wholly-owned subsidiary of Westfair Foods Ltd., Western Grocers’ 
accounts are consolidated with other operating subsidiaries in the annual 
Westfair Foods Ltd. statement to shareholders, which is the only statement we 
issue to the public. 


Westfair Profit 


and Dividents 1965 1964 1963 1962 1961 1960 
VOrGl MIIGS a on fe 113 1.06 .98 .92 91 1.08 
Return on Invest. % .. 6.48 6.38 6.10 6.16 6.36 8.29 
Dividends— 
Don Ole OOleS se ee «16 .16 “7 16 16 16 
% of Investment .. 92 97 1.03 1.09 1.14 1.27 


I quote Westfair figures here because we do not have these figures analysed 
and broken down separately for Western Grocers Ltd. 


Trend in cost of merchandise handled by Western Grocers Ltd.: 


Dry groceries, average cost per ton 1966 $532.00 
1965 520.00 
1964 490.00 
1963 492.00 
1962 498.00 
Cost per ton, fresh fruits & vegetables 1966 $211.00 
1965 227.00 
1964 220.00 
1963 216.00 
1962 221.00 


The frequency in number of price advances coming through on dry grocer- 
ies now indicates a further advance in wholesale costs of dry groceries—I think 
that cannot be doubted—but average cost of fresh fruits and vegetables handled 
by our wholesale produce departments has shown a consistently stable pattern. 
Fresh produce has held relatively at bargain prices, and this may well continue. 


Average weekly wage cost per employee: 1966 $90.98 
1965 88.63 
1964 88.01 
1963 84.86 
1962 82.67 
1961 80.36 


1960 79.38 
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PRIVATE LABEL MERCHANDISING: 


For many years Western Grocers Ltd. had distributed a good range—some 
400 items—of “controlled” or “private label’ merchandise, and is giving in- 
creased emphasis to this field. 

We believe the essential requirements of successful private label merchan- 
dising to be: 

(a) quality at least equal to comparable nationally advertised brand 
goods. This we endeavour to maintain without exception. I would 
like to emphasize that whole point because we will not have 
anything to do with a product if it is not equal to similar products 
nationally advertised. That is our first consideration. Then, 

(b) appreciably better value to the housewife; i.e., the consumer to 
receive better quality for equal price, or equal quality at a saving, as 
compared with nationally advertised brands. 


The benefits of private brands are: 

1. Customer loyalty to our retail outlet by offering attractively priced goods 
as compared to nationally advertised labels. 

2. Customer loyalty and profit for wholesaler. 

The proportion of our private label dry groceries to total turnover of dry 
groceries is estimated at 7.29 per cent. 


DETERMINATION OF SALES PRICES: 


We have been asked how we determine our sales prices on dry groceries. I 
think Mr. Loeb explained the meaning of cost-plus this morning, and we would 
take the same meaning that he used. 


DRY GROCERIES: 


The greater part of our volume is priced on a “cost-plus” fee basis. A com- 
paratively minor part of our business is priced on “‘list prices”, which are gen- 
erally determined by competitive pressure. Let us say, as an instance, in The Pas 
branch and in another branch in Flin Flon more than half our volume in those 
particular branches is sold at what we call list price to non-retail outlets, fur 
trappers, fishermen, mining camps and so on. Our “cost plus” fee is determined 
on a schedule equitable for all customers and applying to all dry grocery 
products. 


FRESH PRODUCE: 


This is priced competitively according to the frequent fluctuations of supply 
and demand. 


MEATS: 

Meats are billed at cost, plus a buying service fee. 

Usually our good customers are very willing to point out any of our prices 
that might be out of line with effective wholesale competition. We find that we 
have got pretty good communication on that. 

Now, Mr. Chairman, would you like to pause for questions on the opera- 
tions of the Western Grocers Ltd., or should I go on? 

Co-Chairman Senator CROLL: No, just go through the brief. 

Mr. Cooper: Very well. The second part of the presentation is entitled: 


“General Comment on Food Prices’’. 
25014—4} 
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EFFECT OF WORLD TREND: 


This is a rather inclusive comment: Increasing pressure on staple food 
supplies throughout the world is most likely to result in strengthening food 
prices in Canada, particularly on cereals and meats. 


EXCHANGE AND TARIFF: 


These are steady “built-in” factors in the cost of foods imported into 
Canada, and to this extent decrease the competitive factor in domestic foods. 


WAGES: 


Wage increases at farm level, at processing plant level, in transportation, 
and at warehouse and retail outlet, tend to push up costs at all levels of 
production and distribution. 


EFFICIENCY: 


Concentration into large units at primary and secondary levels, usually 
with increase of mechanization, tends to decrease costs. 

In so far as wage increases exceed improvements in productive efficiency, 
the result is higher food costs. 

Wage increases are not the only factor in price increases of food, but 
appear to be the principal cause. Hight interest rates, taxes and general costs of 
living and operating a business contribute to increases. 


CONVENIENCE FOODS AND SERVICES: 


The demand for time saving conveniences results in another factor of 
increase. Cost of production of the “convenience” elements in foods is an 
important factor in the spread of cost between product at farm level and at 
retail counter. Frozen foods in considerable variety, cake and bakery mixes, 
“instant” products, prepared and semi-prepared bakery and delicatessen prod- 
ucts, et cetera, required extra labour. 

Convenience foods do save time; they do serve a purpose. Many housewives 
work at full-time jobs, others have more outside activities. The average 
housewife spends fewer hours in the kitchen per day than even ten years ago. 
Much of this activity is helped by the availability of convenience foods. But it 
costs money. It is part of the cost of high living, if you like. 


SERVICES 
VARIETY: 


The average household kitchen pantry and refrigerator contain less than 
300 food items. Now, I say average. We made a little survey a little while ago 
and it varies quite a bit from household to household, but my recollection is 
that the low count was 176 items and the high count was just over 400 items 
per household. But the shopping public demands a variety of over 2,000 items in 
the neighborhood store and up to 6,000 items in the supermarket to choose 
from. Our wholesale branch in Winnipeg stores and services 4,900 grocery 
items. 

As well, fresh fruits and vegetables are imported in large quantities 
throughout the entire year; e.g., oranges, bananas, grapefruit, lettuce, cauliflow- 
er, melons, watermelon, berries, et cetera. Not many years ago these were exotic 
fruits, if I can use that term, available only in certain seasons at high prices. 
Today they are accepted as staples, and more of these higher cost foods are sold. 


QUALITY: 


In virtually every food commodity, quality has steadily improved, in many 
cases markedly in the last ten years. But selective grading, extra processing, 
refrigeration, all cost money. . 
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RUSH HOURS: 


The general habit of weekend shopping causes the rush hour traffic of 
Friday and Saturday. Food markets must be built to accommodate the peak 
traffic. The same stores will be less than half busy for the first three days of the 
week. 


NIGHT SHOPPING: 


As well, the growing practice of night shopping is an expense incurred in 
response to public demand. It serves the purposes, however, of people who 
cannot go at any other time. 


SAVINGS POSSIBLE: 


Attached as Exhibit “B’”’ may be seen a number of price comparisons of 
foods, indicating considerable cost differentials in different forms of the same 
commodity. 


(See Exhibit “B” following this text.) 


I would like to give as an instance the first item on here, potatoes. The 
lowest value is in just ordinary potatoes in the bag, a ten-pound bag. Then we 
come to instant mashed potatoes, 77 per cent higher. than ordinary raw potatoes. 
Frozen French fried potatoes are 236 per cent higher. I may say that frozen 
French fried potatoes are shipped by the car lot into Winnipeg and into some 
other Western centres. Canned whole potatoes are 267 per cent higher, and so 
on. We have listed quite a number of items which were picked up and priced in 
supermarkets in Winnipeg. 

As well, careful planning can utilize many fine nourishing foods which are 
naturally more economical than others. When I was married we lived on 
spaghetti and cheese for the first year and we paid for some furniture; the next 
year we lived on spaghetti and cheese and paid for a baby. People will find that 
there is a vast difference in the cost of nourishing foods today. 

Generally, non-advertised house brands packed for reliable distributors 
offer appreciable savings. 

Home economists offer much valuable information. More can be done, and 
should be done, through media in editorial and advertising space, to inform 
housewives of savings possible by smart shopping. 


PROMOTIONAL DEVICES: 


We have been asked what effect on the wholesaler have such devices as 
trading stamps, contests, weekly or seasonal food specials. Undoubtedly such 
promotional devices stimulate business at retail level, and to this extent produce 
more turnover at wholesale. Often these devices may be economically sound, 
such as a drive to increase business during the first part of the week when the 
retail store is comparatively quiet and its facilities only half used. Quite often 
promotional devices are overdone or are poorly conceived and fail to bring a 
response from the shopper. In such cases, of course, they are uneconomical. 
Neither blanket approval nor disapproval of bargains and promotional devices 
is either fair or realistic. The effect of specific means and occasions must be 
considered. 


THE GOLDEN CORNUCOPIA: 


Nowhere in the world outside of the United States and Canada are foods 
offered in such quality, in abundant year-round variety, in such convenient 
form, and in such good value, considering quality and service. Nowhere are 
quality and health standards better maintained, at small profit per unit and 
reasonable return on investment. 


712 JOINT COMMITTEE 


That is my submission, sir. 

Co-Chairman Mr. Basrorp: About this item on the first page of your brief 
where you say that Western Grocers Ltd. runs Tom-Boy, Red & White, Lucky 
Dollar, and United Purity stores on the Prairies. Who runs those stores in 
British Columbia where they have the same names? 

Mr. CooPer: The Red & White stores in British Columbia are run under the 
sponsorship of Kelly, Douglas & Company there, the Lucky Dollar and United 
Purity in British Columbia are operated under the sponsorship of W. H. Malkin 
Limited. 

Co-Chairman Mr. BAsrorp: Are they operated anywhere else but in those 
provinces? 

Mr. COOPER: Red & White operate in Ontario, Quebec and the Maritimes also. 

Co-Chairman Mr. BASForD: Who are their sponsors there? 

Mr. Cooper: National Grocers are the sponsors in Ontario, Denault in 
Quebec, and Atlantic Wholesalers in the Maritimes. Chern & Sons of Prince 
Edward Island have a few Red & White stores. 

Co-Chairman Mr. BAsrorD: What would be the difference in operation 
between Red & White stores run by you on the Prairies and those run by Kelly, 
Douglas in British Columbia? 

Mr. Cooper: There is the name in common and certain promotions are held 
in common. This has been the practice right across Canada, but in general the 
direction and development is left to each sponsoring wholesaler in his own area. 

Co-Chairman Mr. BASForD: Who owns the name “Red & White’’? 

Mr. CooPER: The firm called Foodwide of Canada holds the legal right to 
the name in Canada and also does a brokerage business in Toronto and is owned 
jointly by the sponsoring wholesalers. 

Co-Chairman Mr. Basrorp: The five companies you mention across Canada? 

Mr. Cooper: Yes. 

Co-Chairman Mr. BaAsrorpD: Are all the sponsoring wholesalers owned by 
the same people? 


Mr. Cooper: No, we are owned by Westfair Foods Ltd. which in turn is a 
wholly-owned subsidiary of George Weston Ltd. in Toronto. 


Co-Chairman Mr. BASForD: On page 4 of your brief you mention effective 
competition. Now, for British Columbia, which I know best, just where does the 
effective competition come from when through the whole complex of W. H. 
Malkin Limited, Shop-Easy Stores, Westfair Superfine Foods, and Dixon Im- 
porting and Kelly, Douglas—where is the effective competition? 


Mr. COOPER: I can assure you there is lots of competition in British 
Columbia. We compete with Kelly, Douglas out there quite strenuously and we 
also have other wholesale competition, and I think it is reasonable to mention 
the dominant factor of competition in British Columbia from Safeway Stores 
and Woodward’s, and rather severe competition at the retail level in British 
Columbia must work back to the wholesaler. They must accommodate their 
prices and their operating practices to that competition to protect their own 
outlets. 


Co-Chairman Mr. Basrorp: Where is the efficiency in competition between 
you and Kelly, Douglas when you and they are owned by the same people? 
Mr. Cooper: The efficiency lies in the fact that we have to scratch pretty 


hard to make a buck. We do not work hand in glove with them; we are 
competitors. 
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Co-Chairman Mr. BAsForD: Where is the efficiency from a shareholder’s 
point of view if you have competition between these two groups? 


Mr. Cooper: I don’t think we are considering efficiency from the standpoint 
of the shareholder in our relations with Kelly, Douglas. We are two separate 
entities, separate managements, separate financing, and I don’t think this enters 
into the question of efficient operating. We each do the best job we can, as does 
everybody out there, to run an efficient business because only by efficiency can 
we make any profit. 


Co-Chairman Mr. BASForD: Can you give an estimate of the percentage of 
the wholesaling business in western Canada—these four provinces—that George 
Weston Ltd. in one way or another owns or controls? 


Mr. CoopER: I am sorry, I do not have those figures. 
Co-Chairman Mr. Basrorp: Are the figures available? 
Mr. Cooper: Not to my knowledge. 


Co-Chairman Mr. BAsrorp: And what percentage of the western market 
would you control, that is Westfair Foods Ltd.? 


Mr. Cooper: Westfair Foods? 
Co-Chairman Mr. BASFoRD: Yes. 


Mr. Cooper: I am only prepared to cite figures which I brought with me 
which concern Western Grocers Ltd. 


Co-Chairman Mr. BAsrorpD: But you are also President of Westfair Foods? 


Mr. Cooper: That is correct, yes. If I could answer your question in a 
general way, and as an estimate, I don’t think there are any accurate figures 
available, but as an estimate I think we handle somewhat over 20 per cent of 
the warehouse traffic of western Canada. By that I mean we do not have 
anything like the total dollar volume of Safeway which is our large competitor 
because of their complex of retail stores and wholesale business, but comparing 
our wholesale with total sales I think our share would be something like 20 per 
cent. 


Co-Chairman Mr. BASForD: I will pass for the moment. 


Co-Chairman Senator CROLL: I have Senator McGrand, Senator Carter and 
Mr. Joyal. 


Senator McGRANpD: You mentioned the increase in the cost of wages, 
convenient foods and the necessity of carrying some 6,000 items in food stores 
and also the necessity to carry extra staff to look after the off-hour and night 
buying. Can you in a general way indicate what this does to increase the cost of 
food and how much in each case? 


Mr. Cooper: No, sir, I cannot give you estimates of what the cost is in each 
of those factors, and I must make it clear that I am not posing as a retail 
expert—wholesaling is my business, and is our subject here—but I believe 
those are definite, appreciable factors, and I think they would be generally 
acknowledged by others in the trade. 

Co-Chairman Senator CROLL: What are general factors? What factors are 
you referring to? 

Mr. Cooper: The factors the doctor mentioned here. 

Co-Chairman Senator CROLL: What were they again? Factors having to do 
with wages— 

Mr. Cooper: Wages, variety, night shopping, rush hours. 

Senator McGRAND: Those are the three chief items in the increased cost of 
food. 

Mr. Cooper: There are others. Interest on money is a big factor; large 
investments and consequent depreciation; but I think when we are speaking of 
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trends, the outstanding trend in the factors entering into the cost of food is the 
increase in wages. 

Co-Chairman Senator CROLL: Mr. Cooper, you have repeated that two or 
three times, and you have said so in your brief. Would you mind turning to 
your statistics, please? If I read the statistics correctly, I would say that the 
wages, which are a percentage of sales, were higher in 1963, 1962, 1961 and 1960 
than they were in 1965. 

Mr. Cooper: That is correct, sir. 

Co-Chairman Senator CROLL: Then how do you bear down so hard on 
wages? 

Mr. Cooper: These figures apply to our Western Grocers’ wholesale opera- 
tion only. I do not say they increased our costs to our customers at wholesale, 
but as a general observation, and particularly at retail, I believe wages have 
caused this, and wages have a very particular impact, I think, in production and 
in the cost of goods up to the point where they arrive at our warehouse door. 

Co-Chairman Senator CROLL: Mr. Cooper, you have the right to answer a 
question any way you like, of course, but these general observations become a 
little misleading, because the Deputy Minister of Finance, in speaking to 
us—and it is on the record here—indicates that as of the time that he gave us 
the report, which is less than a month ago, the working man had not taken a 
greater share of the pie this year than he had last year. The pie was bigger, but 
he had not taken a greater share of the pie, and neither had the farmer. In fact 
he look less. Those are the only two we are sure of. We are suspicious of some 
others, but we can get around to that later. You keep saying wages certainly do 
not affect you, but you say you suspect they affect somebody else. You are a 
little too general on that. No doubt they do, but we have to be specific to make 
these things stick. 

Mr. SALTSMAN: A supplementary question? 

Co-Chairman Senator CROLL: Give Mr. Cooper a little more time to think 
about these observations, if he has anything to say. Senator McGrand, I butted 
into your questioning. Are you finished? 

Senator McGRAND: Yes. 

Mr. SALTSMAN: Just a short supplementary, Mr. Chairman. At the time Mr. 
Cooper says wages are rising, and it appears on his table of statistics they are 
actually decreasing, there is an item that is rising and that is called the 
percentage margin. That has been rising over the last three years and it is at its 
highest point in 1965. Does that margin rise affect costs? 

Mr. Cooper: May I pinpoint it? 

Mr. Saltsman: That is on the statistics. 

Mr. Cooper: Yes. Well, actually, over the five-year period that is down. It 
is not a material change up or down, really, the percentage margin. But that is 
not particularly related to wages. Our wages are down slightly in dollars over 
the five-year period. You can see that under the wages line there. The per cent 
of sales has improved, but this is through using fewer people to move more tons 
of goods. 

Mr. SALTSMAN: In that same period your volume has dropped and your 
profit has increased, is that correct? 

Mr. Cooper: No, our volume has increased. 

Mr. SALTSMAN: No, the volume from 1964, the total sales from 1964 to 65. 

Co-Chairman Senator CRoLL: Well, slightly. 


Mr. SALTSMAN: There has been a slight drop, and your profits have 
increased. 
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Mr. Cooper: Well, they are almost exactly the same volume, and our per 
cent margin is slightly up, and I would say that is because—and I cannot say 
exactly, but I think there is a small increase in grocery sales in that time. 

Mr. SALTSMAN: But your total sales have gone down in that time, and your 
margin before expenses have gone from $4,355,000 to $4,489,000 on smaller total 
sales, which is a rather nice thing to be able to do. 

Co-Chairman Senator CROLL: I have put your name at the bottom, after 
Mr. Leblanc, Mr. Saltsman. Senator Carter? 

Senator CARTER: Mr. Cooper, on page 2 you say that you have improved 
your operations so that there has been a steady reduction in the cost of doing 
business per ton during the last 15 years. Have you any figures you can give us? 

Mr. Cooper: No, I am sorry, I do not have that. 

Senator CARTER: Do you know what your latest cost is per ton at the 
present time? 

Mr. Cooper: We do not keep the overall average cost per ton—we find no 
use for it—so I cannot answer that. 

Senator CARTER: Would you have any figures comparable to what Mr. Loeb 
gave this morning, with respect to efficiency, number of tons per man hour? 

Mr. Cooper: No, not as an average figure; no, I am sorry. 

Senator CARTER: On page 3 you average out the dry groceries. The average 
cost per ton in 1966 was $532 as compared to $498 in 1962. 

Mr. CooPeER: Yes. 

Senator CARTER: In that cost per ton have you got the same items covered 
in the same quantities? Are you comparing apples with apples and oranges with 
oranges? 

Mr. Cooper: Pretty closely. We are taking our total dry grocery flow of 
goods, which is some 6,000 items let us say. They keep pretty much the same 
proportionate relationship from year to year. 

Senator CARTER: How do you arrive at that sort of figure? 

Mr. CooPER: Well, this is from our I.B.M. houses. We have six of them that 
use the I.B.M., and they simply total the dollar value of the sales of groceries 
and the total weight of the goods shipped, and it figures out very easily at the 
end of the period. 

Senator CARTER: Some could have a very low wage and a very high cost. 

Mr. COOPER: We use about the same proportions of cases of salmon, cases of 
butter, cases of canned goods from year to year. There is not very much 
variation. 

Senator CARTER: You have your own brand labels? 

Mr. Cooper: Yes. 

Senator CARTER: You promote your own brand labels? 

Mr. Cooper: Yes. 

Senator CARTER: Do you have your own lab tests to compare them with 
other products? 

Mr. Cooper: We have three home economists who check our quality. We 
have a little panel every Wednesday morning where we make comparative 
tests, and we also have our staff report on their opinion. But we do make com- 
parative eating or table tests of these items on which we put our own label— 
that is, compared with the leading competitive items. 

Senator CARTER: Do you have any figures that would indicate the percent- 
age of sales represented by your brand labels? 

Mr. Cooper: A percentage of sales to total grocery sales? 
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Senator CARTER: Yes. 

Mr. Cooper: Yes, 7.29 per cent. 

Senator CARTER: Is that increasing as compared to previous years? 

Mr. Cooper: It is increasing moderately. 

Senator CARTER: With respect to your stores—you supply a number of 
group stores? 

Mr. COopPER: Yes. 

Senator CARTER: Do you develop their pricing system? 

Mr. Cooper: We give them a suggested selling price for each item which is 
incorporated in their order form book, and which we find they follow pretty 
closely. We preach their following this. We have competitive shoppers that 
report in, and we use their reports to set the suggested selling prices for the 
period. 

Senator CARTER: Do you use these pricing services? 

Mr. Cooper: No, we have our own. 

Senator CARTER: You have your own pricing service? 

Mr. Cooper: Yes, sir. 

Senator CARTER: In the part of your brief headed: ““General Comments on 
Food Prices” you say: 

Increasing pressure on staple food supplies throughout the world is most 


likely to result in strenghtening food prices in Canada, particularly on 
cereals and meats. 


You are prophesying here? 

Mr. Cooper: Yes, I am prophesying. 

Senator CARTER: Have you any idea how long that trend will continue 
before there is a downtrend. 

Mr. CooPerR: I am afraid I will not see the end of it. 

Senator CARTER: You think we destined to have ever-increasing food 
prices? 

Mr. Cooper: Yes. 

Senator CARTER: I have one more point, Mr. Chairman. I notice from these 
statistics that 1960 you spent nearly $40,000 on advertising as compared with 
$25,400 in 1965. You have boosted up your sales from $69 million to nearly $80 
million, yet you have reduced your advertising. Is that usual? 

Mr. Cooper: I should explain that this is a net figure. We advertise for our 
group stores in a manner somewhat similar to that which Mr. Loeb does, and 
we charge a fee to the store for this service. We also devote the advertising 
allowances that we receive from our manufacturers or suppliers to net it out. 
This amount is a subsidy for the stores in these amounts here. They have varied 
somewhat, perhaps due to the difference in the amount spent on advertising 
media. 

Senator CARTER: Can you supply us with the gross figures? This is your net 
figure after you have deducted what your group stores have repaid you, and 
what kickback or allowance you get from the manufacturers, is it not? This is a 
net figure? 

Mr. Cooper: This is a netted figure, yes, sir. This is the one we keep a 
watch on because it is the one that affects our pocketbook. We could get the 
gross figure, but it would take a little bit of digging to do so. 

Senator CARTER: Do you have a pricing formula that you use all the time 
when you are determining your retail prices, or your suggested price list? 
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Mr. Cooper: Our suggested price list for retailers? 

Senator CARTER: Yes. 

Mr. Cooper: That is basically the competition. 

Senator CARTER: You do not have any formula? 

Mr. Cooper: No, sir. I do not believe in it. 

Senator CARTER: Do you have a formula with respect to mark-up? 

Mr. Cooper: Not at retail. 

Senator CARTER: Not at retail? 

Mr. Cooper: No, sir. We know what we would like to get, of course, but the 


overriding effect is that of the competition, and that must be respected, so much 
so that the best thing to do is to get the business at competitive pricing. 

Senator CARTER: I gather from listening to Mr. Loeb this morning that the 
retailer has an overall expense that he has to recover. He has to recover that in 
order to pay his interest and charges, and so on and so forth, and make a profit. 

Mr. Cooper: Yes. 

Senator CARTER: And this has got to be distributed amongst these various 
items that he carries. 

Mr. COOPER: Yes. 

Senator CARTER: I am wondering how you determine what this should be, 
and how you should spread that amongst the various items. 

Mr. Cooper: I think that that has to be figured out before you invest your 
money in a store—in fixtures and stock—because if you sell to the public you 
soon discover you cannot charge what you need. You have to charge what is a 
competitive price. Before going into business you have to figure out whether 
you can sell enough goods at a margin to cover these anticipated expenses. That 
is the best answer I can give you. 

Mr. JoyaLt: Mr. Cooper, you are a wholly-owned subsidiary of Westfair 
Foods? 

Mr. Cooper: Western Grocers is, yes, sir. 

Mr. JoyaL: Can you tell us who or what is Westfair Foods? Is it in the 
business of selling foods? 

Mr. Cooper: Yes, basically. The business originated with Western Grocers 
back in about 1913, and it gradually accumulated some subsidiaries which were 
associated in associate fields in the food business, but not as pure wholesale 
groceries as the parent company was. The others were in somewhat different 
fields. In 1961 we formed Westfair Foods Limited to manage and finance and 
control these various subsidiaries, including Western Grocers. 

Mr. JoyaL: You gave us, on Page 2 of your brief, some percentages of 
profits to sales. 

Mr. Cooper: Yes. 

Mr. JoyaL: Would you give us the gross sales of Westfair Foods Limited 
—you are the President of both companies, are you not? 

Mr. Cooper: Yes, sir. I have them for the last two years in our published 
statement. In 1964 it was $187 million odd and in 1965 it was $191 million odd. 
Those are net sales of Westfair. 

Mr. JoyaLt: How much of these sales were to its subsidiary, Western 
Groceries? 

Mr. Cooper: Well, Westfair does not sell to its subsidiaries. We add the 
sales of each of the subsidiaries and deduct any internal sales, and that comes to 
this figure. 
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Mr. JOYAL: I take it, therefore, that Westfair Foods—if they do not sell to 
you, who do they sell to? 

Mr. Cooper: Westfair Foods? 

Mr. JOYAL: Yes. 

Mr. Cooper: They do not sell. 

Mr. JOYAL: At all? 

Mr. Cooper: No. 

‘ Mr. Joyau: Therefore, their sales of $187 million in 1964 are actually the 
sales of their subsidiaries? 

Mr. Cooper: That is right. It is a consolidated sales figure of the subsidiar- 
ies. 

Mr. JoyAL: Could you give us the other sales of subsidiaries of Westfair? 

Mr. Cooper: I am sorry, but I do not have those here. I did not come 
prepared to discuss any of the companies except Western Grocers. However, 
Western Grocers has much of the largest single unit of sales in the Westfair 
group. 

Mr. JOoYAL: How many of what you might call your captive stores do you 
have under Western Grocers Limited? 

Mr. Cooper: The voluntary group of stores—what we call the contract 
stores— 

Mr. JOYAL: They are all independent? 

Mr. CoopPpER: Some are more independent than others. A little in excess of 
500. 

Mr. Joya: I used the word “captive” loosely, but your arrangement with 
them is contractual? 

Mr. Cooper: Yes. 

Mr. Joya: Are there provisions in this contractural arrangement whereby 
they buy their needs exclusively from Western Grocers? 

Mr. Cooper: The needs we endeavour to supply, yes. 

Mr. JOYAL: Does Western Grocers sell all of its produce either to or through 
these voluntary groups? 

Mr. Cooper: No, sir. The voluntary groups amount to about slightly under 
60 per cent of the total of Western Grocers’ sales. 

Mr. JoyAu: And the balance is sold through— 

Mr. Cooper: It is sold through a variety of outlets. We have a thin 
population out West, and we have to scratch for business wherever we can find 
it. We sell to lumber camps and corporate stores, and so on. 

Mr. JOYAL: You indicated in answer to a question put to you by Senator 
Carter that you price your goods to these retail outlets on a cost-plus basis? 

Mr. Cooper: Yes, sir, to these contract accounts. 

Mr. JOYAL: Do you indicate at all at what price they should sell? 

Mr. Cooper: We give them a suggested resale price for each item, yes. 

Mr. JoyAu: Is there any arrangement with these retailers with regard to 
promotional or advertising operations? 

Mr. COOPER: Yes; we do much the greatest part of their advertising and 
promotion through a central advertising office. We do this for them. 

Mr. Joya: Do you charge them for it accordingly? 

Mr. Cooper: Yes. 

Mr. JOYAL: So I take it that the figures shown in your appendices, where 
you show $25,000 expense for 1955, is your net figure? 
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Mr. Cooper: Yes, that is a net figure. 

Mr. JOYAL: Can you tell what is in the gross advertising account? 
Mr. Cooper: No. 

Mr. JOYAL: For all of your chains? 


Mr. Cooper: No, I am sorry I haven’t that figure, and we don’t keep that 
particularly. It could be ascertained, but it would be rather a heavy job. 


Co-Chairman Senator CROLL: Would it be double that? 

Mr. Cooper: Oh, yes, considerably more. 

Co-Chairman Senator CROLL: You are the person who is billed for the 
avertising? 

Mr. Cooper: Yes. 


Co-Chairman Senator Crout: And then you bill them for their share 
of the advertising? 


Mr. ‘Cooper: Yes. 


Co-Chairman Senator CROLL: So you would have the figures somewhere on 
the books. It would be at your fingertips, the total figure and the amount you 
paid, the difference they pay. I should think it would be easily available; at 
least, that is the way it seems to me. 


Mr. Cooper: There are 14 branches and quite a few media we deal with, 
and so on, but we can obtain it. 


Mr. JOYAL: If you know what your net cost of advertising is, you must then 
have figured out your gross cost. 


Mr. CooPER: Yes. We charge a fee to the merchant, let us say for Tomboy 
Stores of Winnipeg, just one per cent of their sales. 


Co-Chairman Senator CROLL: For advertising. 
Mr. Cooper: For advertising. 


Mr. JoYAL: Is there an additional fee that you charge them for the goods 
you sell them? 


Mr Cooper: Oh, yes. 
Mr. JoYAL: What do you charge normally? 


Mr. CooPER: It is a variable volume schedule, depending on the amount of 
their purchases. 


Co-Chairman Senator CROLL: Volume? 


Mr. Cooper: Yes, it is a volume schedule; and we reflect the fact that it is 
more economical to service a large order or a large account than a small one. 


Co-Chairman Senator CroLL: How much difference is there between what 
you charge and what IGA charges? ; 


Mr. Cooper: I am not aware of their charges. Our charge will run from 23 
per cent to 5.9 per cent. Two and three-quarter per cent would be a large 
account. 


Mr. JOYAL: To this would be added one per cent for advertising? 
Mr. Cooper: Yes. 

Mr. JoYAL: Do you run any promotion gimmicks in connection— 
Co-Chairman Senator CROLL: Use the word “stamps”. 


Mr. Joya: Do you run any other promotion except newspaper and radio 
advertising in cooperation with your retailers? 

Mr. 'CooPER: We do quite a lot of handbill advertising, circulars, particular- 
ly in rural areas and in some residential pockets where it would not pay us to 
run them in a whole city; that is the main thing. 


720 JOINT COMMITTEE 


Mr. Joya: Are there any other promotions apart from handbills? 

Mr. Cooper: Are you asking for stamps? 

Mr. JOYAL: Yes. 

Mr. Cooper: I think we have only three independent stores—TI believe that 
is all we have—who are interested in stamps, and who use them—three small 
stores. 

Co-Chairman Senator CROLL: Are there any other gimmicks similar to 
stamps? 

Mr. Cooper: Yes, we will have a bingo game, and some other things, but we 
don’t think we overdo it. These things come and go, and you can very easily 
overdo it. On the other hand you can very quickly see the effect of a competitor 
which has put on one of your gimmicks, if you like, down the street. It affects 
your sales immediately. 

Mr. JoOYAL: In other words, your decisions to get into these things are based 
on the competition in a particular locality; is that correct? 

Mr. Cooper: Pretty much that, and our estimate of how effective they 
would be. If they pay, it does not cost the consumer anything. If they are 
ineffective they are a waste. 

Co-Chairman Senator CROLL: You have said something very close to our 
heart. When you decide that they are effective they do not cost the consumer 
anything? 

Mr. Cooper: Right. 

Co-Chairman Senator CROLL: Perhaps you would explain that to the 
committee, how the consumer gets something for nothing. 

Mr. Cooper: Yes, sir. A store’s expenses may be divided into two classes: 
fixed expense, which is about the same whether you are doing any business or 
not, the rent and the light and clerks; and variable expense, which depends on 
the amount of business he is doing and clerks to hire and so on. All right. If he 
is not doing enough business, not working at capacity in the store—and the way 
to make money is to work your facilities at capacity—if he is not doing that, 
then it may pay him to put out some sort of a promotion which will bring 
people into his store. By a very rough rule of thumb of my own, I would say if 
you put on a promotion that will increase your business for the time of that 
promotion by 20 per cent; you are probably making more money and certainly 
don’t need to raise any prices. 

Co-Chairman Senator CROLL: The only question I am asking you is: That 
promotion, you say, does not cost you anything? 


Mr. Cooper: I said it didn’t cost the consumer anything. 


Co-Chairman Senator CROLL: We will come to the consumer in a moment. 
First, it didn’t cost you anything, as I understood you. As far as you are 
concerned you are the man who is selling the goods? 


Mr. CoopPErR: Yes. 

Co-Chairman Senator CROLL: The promotion does not cost you anything? 

Mr. CoopPEer: Well, it pays for itself. 

Co-Chairman Senator CROLL: But there is a cost involved, is there not? 

Mr. COopER: Yes. 

Co-Chairman Senator CROLL: Who pays for that cost? 

Mr. Cooper: The increased gross on the increased business that this thing 
brings in. 

Co-Chairman Senator CROLL: Who pays for the increased business? 

Mr. Cooper: The consumer pays for the goods. 
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Co-Chairman Senator CROLL: We are back where we started, aren’t we? 


Mr. McLELLAND: I understand that Western Grocers are just more or less 
supphers of various kinds of foods to Red and White, and Clover Farm, and 
Tom-Boy. Are these the three prominent ones? 


Mr. Cooper: Not Clover Farm. Red and White and Tom-Boy and Lucky 
Dollar are the three groups. 


Mr. McLELLAND: Do you do any direct financing in any of these stores? 

Mr. COOPER: We lend a good deal of money to these stores as individuals. 

Mr. McLELLAND: To Lucky Dollar, Red and White and Tom-Boy? 

Mr. COopPER: Yes. 

Mr. McLELLAnp: Direct financing? 

Mr. Cooper: Oh, yes. 

Mr. McLELLAND: Do Western Grocers own their own bakery? 

Mr. Cooper: No. 

Mr. McLELLAND: Do you buy bakery products more from one bakery than 
any other bakery? 

Mr. COOPER: We do make arrangements on behalf of our stores for buying 
bakery products and we will assist in promoting those products, yes. 

Mr. McLELLAND: Such as Westons? 

Mr. Cooper: Yes, Westons. General Bakeries. 

Mr. McLELLAND: In Canada do you bring in imported vegetables more from 


the States than Ontario—do you find it more economical to import them from 
the States? 


Mr. Cooper: There is a big seasonal factor there. In the winter of course it 
all comes from the States, I think I am safe in saying that; and I would say 
through the summer the west end of our territory buys Canadian products 
largely from the Okanagan Valley, British Columbia and from the Red River 
Valley, and Lethbridge. However, we do bring a few Ontario fruits into 
Manitoba, and perhaps as far as Saskatoon, Saskatchewan, depending on the 
relative prices and crops at each end of the country. 

Mr. McLELLAND: Ordinarily, you do not have trucks loaded with Ontario- 
grown products destined for Saskatoon? 

Mr. COOPER: Very seldom as far as Saskatoon, but we frequently bring 
Ontario fruits to Winnipeg during the season. 

Mr. McLELLAND: At that time when they are in demand, where would they 
come from, the United States? 

Mr. CooPER: Which vegetable have you in mind? 

Mr. McLELLAND: Take celery, lettuce, tomatoes and cucumbers. 

Mr. Cooper: There is a good deal of difference in the case of many of these 
fresh commodities, in the product itself. For instance, the California lettuce is a 
different product and generally finds more favour with the housewife than the 
local lettuce. We handle both. 

Mr. McLELLAND: You can pay those charges on it and still be cheaper than 
the average prices? 

Mr. Cooper: It may or may not be cheaper. It could be higher and still 
acceptable to the customer because of the quality and type of the lettuce. 

Mr. McLELLAND: You deal in private label merchandise, as others do 
through chains. Taking, say, Lucky Dollar or Tom-Boy, would that product be 
exactly the same, under a different label? 

Mr. Cooper: The same as what? 
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Mr. McLELLAND: The same coffee, for example. You have three different 
labels on coffee. Is that exactly the same coffee? 

Mr. Coorrr: We have Tom-Boy and Coffee Break—Lucky Dollar and Red & 
White. I think this is what you are saying. These are bag coffees, ground in the 
store, and in this particular case they are of the same grade and quality. 

Mr. McLELLAND: The same product, in other words? 

Mr. COOPER: Yes. 

Mr. McLELLAND: But sometimes the prices are not the same. This is up to 
the individual store? Or does he take his suggestion of prices out of your 
suggestion book? 

Mr. Cooper: We have a suggested selling price for that product. I cannot 
answer about a particular instance you may have seen. 


Mr. McLELLAND: This also enters into instant coffee? 


Mr. Cooper: We have two instant coffees—Red & White, and what we call 
Coffee Break. They are different products. 

Mr. McLELLAND: We did well on the advertising and I understand that 
quite thoroughly, but I was wondering about your meats. I understand you are 
not particularly in the meat business exactly. I understand some of your stores, 
such as Lucky Dollar, Hi Naybor can buy meat directly from the packers such as 
Burns but pay for them through Western Grocers. Is this correct? 


Mr. Cooper: Yes. 
Mr. McLELLAND: How much do you charge for this service? 


Mr. CoorpER: We have varying fees. We have what we call a meat buying 
service fee, depending on the service we give. We have six different buying 
offices for meat. This would run from say one-half per cent to nearly 2 per cent 
depending on the amount of service we give. 


Mr. McLELLAND: Do you not think it would be better for them if the 
individuals involved would go to the bank and borrow their own money and 
buy direct from people like Swift’s rather than through you? 


Mr. Cooper: Of course he is free to buy or borrow at any time anywhere he 
wishes. We do not finance—we do not like to finance people just for their 
merchandise. But as to buying through us, he is perfectly free to use our meat 
buying service or not. We have to sell him this idea and sell him on the results 
we get for him—which works out pretty well for him as a rule. 

Mr. McLELLAND: Does this service also apply to candy, cookies, ice cream? 

Mr. Cooper: Yes, there are quite a few items that may be drop-shipped by 
the manufacturer. Biscuits and candy are prominent; soap is a very big item; 
flour from flour millers. 

Mr. McLeELLAnpD: Earlier you suggested that your percentage of profit 
allowed to these different stores is determined by the volume they do with you. 
It looks as if it would be to their benefit to do everything they buy through 
Western Grocers? 

Mr. Cooper: Yes, we figured that out quite a while ago. 

Mr. McLELLAnpD: I often see your trucks going through the different 
provinces, delivering groceries to a certain number of stores—Hi Naybor, 
Lucky Dollar and a few more. At the same time, there are independent grocers 
going to your warehouse and loading their own trucks and hauling to their own 
stores. Do you charge those stores for delivery charges, or why do you take a 
truck into one particular store in a town, yet you may have three or four stores 
buying directly from Western Grocers but the truck only stops at the one store 
and the other stores go to your wholesalers and bring the goods away. Why is 
it? Is that an arrangement with you? 
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Mr. Cooper: We do not deliver outside the immediate locality of the 
warehouse. For example, in the City of Swift Current, we will deliver free 
within the city limits. To any so-called country town we would add a charge for 
delivery. We get a great deal of what we call calling orders, where a customer 
comes in to get his own. This suits his convenience. He wants to come to town, 
his wife wants to shop, he picks up the groceries, it saves the freight because he 
is coming into town anyway. 


Mr. McLELLAND: Would you stop at any private ordinary individual store 
that was not one of your chains? 

Mr. Cooper: Yes. 

Mr. McLELLAND: You could stop there? 

Mr. Cooper: Yes. 

M. LEBLANC (Laurier): Monsieur le président... 

Co-Chairman Senator CROLL: Wait a minute... 

M. LEBLANC (Laurier): De toute facon, monsieur le président, mes pre- 
miéres remarques s’adressent plutot au Comité en général. J’ai remarqué, 
depuis quelques sessions que nous avons eues, ici, au Comité, que les témoins 
sont obligés de nous faire de nombreuses excuses di au fait que les mémoires 
sont présentés seulement dans la langue anglaise. Mes remarques, évidemment, 
ne s’appliquent pas seulement a Western Grocers Limited, mais elles s’appli- 
quent également aux autres compagnies qui sont venues temoigner devant nous 
pendant les jours passés. 

Alors, je me demande, monsieur le président, s’il ne serait pas juste et 
équitable pour les gens de langue francaise que, si une compagnie n’est pas 
préte a soumettre ses commentaires en francais et en anglais, on pourrait 
remettre a plus tard l’audition de ce témoin et, entre-temps, entendre ceux qui 
auraient préparé leur mémoire en francais et en anglais. 

Ma deuxiéme suggestion: si les membres du Comité pouvaient recevoir les 
présentations 4 leur bureau au moins une journée avant l’audition, je crois 
que, pour deux raisons, ceci faciliterait beaucoup les choses. Premiérement, nous 
aurions une chance de nous préparer pour questionner les témoins. Deuxieme- 
ment, lorsque nous devons comme ce matin, ainsi que l’autre jour, siéger a 
d’autres comités, nous serions quand méme au courant de ce qui se passe ici au 
Comité, méme si nous sommes obligés de siéger a d’autres comités. 

Maintenant, monsieur le président, si je puis poser quelques questions au 
témoin. 

Co-Chairman Mr. BASFoRD: Our difficulty and that of some of the witnesses 
has been that the work of the committee was organized quite expeditiously. The 
witnesses were called quite summarily to appear quite quickly and they were 
given quite a short time to prepare their briefs. In many other committees, 
witnesses have a month or two to prepare their briefs. In the case of the 
Banking Committee, which is starting its hearings, the witnesses have known 
about it for eight months. That was one of our difficulties in requiring briefs in 
both languages. 

With regard to your other suggestion, we will have a Steering Committee 
meeting at 2 p.m. tomorrow. I think the Steering Committee will take notice 
of your remarks, to see if the situation can be improved. 


M. LEBLANC (Laurier): Alors, la premiére question serait celle-ci: sur la 
page 2, on nous donne le «Westfair Profit and Dividends» pour 1965 et le 
«Return on Investment» en pourcentage, est de 6.48, ce qui représente une 
augmentation de .10 sur l’année 1964. Alors, comme M. Saltsman mentionnait 
tout a ’heure, les ventes de 1964 a 1965 ont quand méme diminué de quelque 
$500,000. Cependant, on a réussi a réaliser un pourcentage de rendement 
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supérieur, malgré que les ventes aient subi une baisse de $500,000. Alors, 
jaimerais entendre les commentaires du témoin sur l’exposé que je viens de 
faire. 


Mr. Cooper: Well, Mr. Chairman, the return on investment that we receive 
I make no apology about. I make no apology on the size of that, except that it 
should be more. It is not a healthy return on investment. I think that it is only a 
fractional increase, and I am glad that it was an increase instead of a decrease. 
But I do not think it is really significant. 


M. LEBLANC (Laurier): Sur la page 4, on note la «Determination of Sales 
Prices—Dry Groceries», je ne sais pas quelles questions ont été posées; j’aime- 
rais une explication, car je ne sais pas trop ce que l’on veut dire par «cost plus 
free basis». Est-ce qu’on pourrait avoir une liste indiquant les coats de certaines 
marchandises et le pourcentage, ou le «mark-up», pris sur cette marchandise, 
comparativement a d’autres marchandises; telle que présentée par les autres 
témoins qui ont passé ici auparavant? 

Mr. Cooper: Our cost-plus fee, Mr. Chairman, is a determined mark-up, a 
schedule percentage mark-up over our catalogue cost of goods. We issue what 
we call a catalogue or an order form to our customer. In this he notes the 
number of pieces he wants of each item for his order and orders this. Each item 
has what we call a catalogue cost, which is our invoice cost plus any adjust- 
ments that are necessary. 

Then this is invoiced. When the goods are shipped this is invoiced to the 
customer at cost, and at the bottom of the invoice or at the end of the month, a 
fee is added, based on this percentage schedule. We call this our service fee. 
This service fee may be as low as 2% per cent to be added, or it may be as 
high as 5.9 per cent, depending on the volume of the orders that are filled. 

The low figure would be for very large orders from supermarkets, for 
example, and the high would be for quite small businesses, for, let us say, the 
poppa-momma store type of business which is expensive to service. 

Have I answered your question? 

M. LEBLANC (Laurier): D’aprés votre Exhibit «A», qui indique les statis- 
tiques de «Western Grocers Limited,» M. Saltsman mentionnait tout 4 ’heure 
que les ventes ont diminué d’environ $500,000, et que le pourcentage de profit a 
augmenté; je crois que le «net profit» que vous indiquez ici doit étre aprés 
Vimpot,—il n’y a pas d’indication, mais je présume que vous voulez dire profit 
net aprés impot. Alors, votre profit en chiffres absolus aurait augmenté de 
$84,000 de 1964 a 1965, et vos ventes auraient diminué d’environ $470,000; 
est-ce que ceci est da au fait que vous avez eu moins de dépenses, ou qu’il y a 
eu une meilleure administration dans votre entreprise, ou dG au fait que vous 
augmentez ce que vous appelez votre «gross margin»? 

Mr. Cooper: Well, answering your question, I think, as I understand it, we 
did have a moderate increase in the margin, but you may notice that this is 
pretty well an average of the five years up to now. It is not a significant change 
or trend. Our net profit as a percentage of sales is at the highest point for some 
time at .98, but still I must claim that a net margin of less than one per cent is a 
very thin margin to work on and is not excessive. If we were able to increase it 
slightly, we would not feel embarrassed about that at all. 

A one per cent margin is really on the low side for an operation of this size 
and complexity. 

M. LEBLANC (Laurier): Vous nous avez montré tout a l’heure un état 
financier, est-ce que cet état financier a été distribué aux membres pour qu’on 
puisse également l’étudier? 

Mr. CooPER: We have the statement of Westfair Foods Limited, if anyone is 
interested in obtaining copies of that statement. We do not have a published 
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statement for Western Grocers Ltd. It is a wholly-owned subsidiary, and its 
accounts are all consolidated in the general accounts of Westfair Foods 
Limited. 

However, from the audited directors’ statement of Western Grocers Ltd. we 
have extracted these figures which are the subjects which it was indicated the 
committee would be interested in. 

M. LEBLANC (Laurier): C’est tout, monsieur le président. 

Co-Chairman Senator CrRoLL: Thank you. Mr. Saltsman is next. 

Mr. SALTSMAN: Mr. Cooper, I know that you have touched on this question 
in response to one of the other members, but do you receive an allowance from 
the manufacturers for the goods you handle or buy from them? 

Mr. Cooper: An allowance? 

Mr. SALTSMAN: Yes. Do they give you or do you ask for an extra allowance 
for advertising purposes? 

Mr. COOPER: Yes, quite often. We deal with numerous manufacturers in this 
respect. We make up our advertising and promotion program for some time 
ahead and we make arrangements with manufacturers to advertise and promote 
certain of their products. We only seek those products which we think will pull 
trade for our customers, but, having determined that, there is quite a wide 
selection of goods that are waiting for promotion, which they wish to have 
promoted. 

We do make that arrangement and we will get advertising allowances from 
them. Now, in this respect we are expected and do furnish proof of perfor- 
mance. We give value received for this money. 

Mr. SALTSMAN: Suppose a manufacturer were not to give you this allow- 
ance; what would be your attitude in a case like that? 

Mr. CooPER: Well, we advertise Campbell’s soup continually. It is a great 
traffic builder. But they will not give us a nickel. 

Mr. SALTSMAN: What about a smaller manufacturer who does not have a 
famous brand name? 

Mr. Cooper: Well, we would use our judgment as to whether we wanted to 
promote it or not, whether it was a good thing to promote. We do not like to 
take on something that we do not believe in, that will load up the retail shelves, 
simply because they have to have their product because it is advertised to their 
public, and then see it go dead. There is quite an element of judgment, 
therefore. It is an arbitrary judgment, if you like, but it is our best judgment 
usually worked out in a small local merchandising committee at each branch. 
We decide what is best to advertise and then, as I say, we still have perhaps a 
list of things that are waiting to be advertised and we will make a deal with the 
manufacturers of these goods. 


Mr. SALTSMAN: How does the manufacturer recoup this allowance that he 
gives to you? 

Mr. Cooper: Well, of course, he regards it as advertising, I would say, 
because it builds business for him. 

Mr. SALTSMAN: Would he have to add this on to the price of his product? 

Mr. Cooper: I think he has to pay for his promotion in the price, yes. 


Mr. SALTSMAN: Suppose you are only buying a small quantity from a 
manufacturer of a type who customarily gives you an allowance. Would you 
still ask for an allowance? 


Mr. Cooper: No, the manufacturer takes care of himself pretty well on that. 
He will give us the cold shoulder, if we cannot talk quantity. 
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Mr. SALTSMAN: Suppose you have bought quantity from him in the past but 
come back to him and want a smaller amount. Do you still ask for the 
advertising allowance? 


Mr. Cooper: Well, we usually make our arrangements year by year, so that 
he has a very good estimate of our turnover and what we can do on a 
promotion. We try to deliver the goods. He gives us some money and we say we 
will promote it and we want him to come back next year and ask for more help 
and not to be disappointed. 


Mr. SALTSMAN: Most small manufacturers of this type to find an outlet for 
their goods have to go to jobbers and wholesalers like yourself? 


Mr. Cooper: I would say so. 


Mr. SALTSMAN: Is not this then becoming standard practice on the part of 
wholesalers to ask manufacturers for this kind of allowance? 


Mr. Cooper: It depends what you want to do. We handle many hundreds of 
items which we never advertise. The number advertised and promoted is a 
comparatively small part of the list stored in our warehouse. To come back to 
the promotion of various staple lines we advertise, at interesting prices and 
perhaps quite a large space for the man who wants to pay for it. The small man 
who cannot supply our full requirements or who has not a line we think is 
going to sell—we would not ask him for an advertising allowance and we 
probably would not want to handle his goods. 

Mr. SALTSMAN: Regarding those manufacturers whom you ask for an 
advertising allowance on some products, is it not true that other wholesalers 
will be doing the same thing on the same products? Would they not be staple in 
other outlets as well? 

Mr. Cooper: Yes, those wholesalers who have an organized retail outlet like 
our Red & White or Mr. Loeb’s IGA have a promotion service to offer and this is 
offered on behalf of their retailers, because the benefit of the advertising money 
goes to the benefit of the retailers’ advertising costs. 

Mr. SALTSMAN: In effect are you not saying that some products would be 
advertised whether a manufacturer wants them or not providing the manufac- 
turer feels he has to sell—are you in effect not saying that these must be 
advertised and isn’t everybody else in the same business doing the same thing? 

Mr. Cooper: I don’t follow that. 


Mr. SALTSMAN: In order to move these particular staples, I think what is 
coming through is that these staple items, whether you or somebody else is 
handling them as a wholesaler, if somebody else knew you were getting 5 per 
cent they would want the same thing. So in effect you would have all 
wholesalers buying from this man saying ““You must increase your price by this 
amount for advertising purposes’’? 

Mr. Cooper: I don’t think we can set his price, and I think probably the 
volume he can create is a bigger factor in his costs and the price he has to sell 
at than the amount of his advertising expenditures. This is a rather complex 
subject and I am not a manufacturer and I do not purport to give answers 
authoritatively. 

Mr. SALTSMAN: Because it is complex we are hoping you will be of some 
assistance to us in this. I would like to follow through on some questions 
regarding the cost, if any, to advertise. We have a very difficult time trying to 
determine whether advertising costs or does not cost. Up until now everybody 
insists it does not cost the consumer. I would like to put this to you briefly: I 
can see the point you make that if one merchant advertises quite extensively 
and others do not, obviously there will be an increase in volume for that 
merchant which might be reflected in lower prices, but as we know, everyone is 
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doing this. The result is that what may have been a private good to one 
individual may not in effect be a public good to the consumer when everybody 
does it. In that way it nullifies the activity. 


Mr. Cooper: You have given a perfect exposition; everybody does it and it 
is economic waste. If one man does it and gets away with it he can make money 
and sell goods cheaper. 


Mr. SALTSMAN: This is a very important point for us. You have used the 
term ‘‘economic waste’’. Since this is a pervasive and ubiquitous thing in the 
economy, is this really helping the consumer when advertising is carried on to 
the degree that is now the case? 


Mr. Cooper: I would like to think about that one. I don’t think the food 
industry could handle or could communicate or sell the same amount of product 
without advertising. I am quite positive of that. Now if you say “Can this be 
carried and how much is it over advertised?’’, that is one question, but I would 
throw this in: that when the advertising is badly overdone in one market, and I 
am thinking of more than one—it is usually because all of the retail outlets in 
that market are very hard up for business. Perhaps there have been too many 
stores built in foolish competition; perhaps they are feeling a bit desperate to 
get business and that is when they start overdoing it, and I don’t think it is a 
waste to the public. I think what happens is that those stores are losing a lot of 
money. ; 

Co-Chairman Senator CROLL: Getting back to the term ‘‘economic waste” 
Dominion, Loblaw’s, Safeway and Steinberg’s—those four have all come for- 
ward and have said they were spending money for advertising, trading stamps 
and so on. The only one who isn’t is A&P. Now what you are saying, if I 
understand you correctly, is that under those circumstances that is an economic 
waste when they are all doing it. 


Mr. Cooper: I am not sure whether the customer likes it that way or not. I 
don’t distinguish very greatly between trading stamps and other forms of 
promotions like bingo, giveaway cars, night shopping, tremendous parking lots 
that may cost a quarter of a million dollars of valuable property. Those things 
are all sales promotion factors, and I always get back to the question—does it 
work? If it works and brings the business or at least enough business that 
overhead can be kept down—then it works. On the other hand, if you have got, 
as is the case in one place I know, three great supermarkets almost side by side 
and fighting for business and using every trick they’ve got in the bag to get 
business and still not getting it, I would say that is not economic, but I would 
also suggest it is probably a loss at the expense of the supermarkets and not of 
the public. 


Co-Chairman Senator CROLL: The supermarkets in this case told us it did 
not cost them anything. 


Mr. SALTSMAN: On the question of whether it is a loss to the supermarkets 
or the public; after a while you get built-in costs which you have to accept. If 
you have to advertise against your competitor, that becomes a built-in cost. You 
frankly admit and everybody who has been here admits and we recognize there 
is a need for profit, that you must make a profit. If this becomes a cost you still 
have to make a profit. When these become, as I would suggest, built-in costs 
they are as such reflected in the prices of commodities. We would like to ask 
whether it is possible to distinguish between those promotions and those 
benefits which are offered to the public to provide useful information and 
necessary services and those which do not. 

You made reference to a parking lot. I think a parking lot is of measurable 
benefit. I think we can go out and ask the consumer the value of a parking lot, 
and she will say, “Yes, this is of measurable benefit to us.” I think quoting 
prices in a newspaper is a measurable benefit because it makes it possible for 
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the consumer to make a comparison between one cut and another and one 
company and another, and when it is in season and when it is not in season. 
How about the others? 


Mr. Cooper: This is something anyone can have their own opinion on. I 
agree this whole thing can be overdone, but we are getting a higher standard in 
our distribution of foods to the public. We are getting 150 candlepower lights 
instead of the 50 we used to have; we have music in the store; we have chrome 
plated fixtures—and all these things the public has come to expect and perhaps 
they avoid the store that does not give those amenities. You are speaking about 
the bingo game in which somebody wins $1,000. That is a tangible benefit. In 
trading stamps, if you save up and get an electric toaster, it is real; it is not just 
newspaper advertising. You cannot chew or use newspaper advertising, except 
to find bargains. Just where you draw the line and where it is overdone, I 
cannot answer. 


Mr. SALTSMAN: Last week an article appeared in the Toronto Star that 
aroused a bit of a storm, and it was a column written by a well-known 
Canadian economist who suggested there be a 20 per cent reduction in 
advertising allowances. If the food industry were told it had to reduce its 
advertising expenditures by 20 per cent, do you think the consumer would 
suffer as a result of such reduction? 


Mr. Cooper: This is in advertising expenditures? 
Mr. SALTSMAN: Advertising expenditures and promotional expenditures. 


Mr. Cooper: I am quite a believer in the profit incentive, and I do not think 
a supermarket chain or an individual or a wholesaler continues to spend money 
without results in advertising. He is constantly watching that—in fact, he is 
always asking the question, ‘““How do I know if I am getting anything for my 
money?” And the only answer is that he is successful or he is not, I suppose. 
But I would say most of the advertising is effective. I do not say it is good, 
advertising and always informative; but this big black type in the paper seems 
to be what the public pays attention to. 


Mr. SALTSMAN: I would like to return to the simple question I asked. If all 
the people in the food industry had to reduce their advertising and promotional 
budgets by 20 per cent, do you think the consumer would suffer? In other 
words, would the consumer be paying higher prices because you reduced your 
advertising by 20 per cent? 


Mr. Cooper: I do not think you could give a general answer to that. This is 
just my approach. I believe it would affect the service some stores would give 
favourably. In other words, they would spend it in other ways, and I think it is 
pretty hard to contain that. How much should a person advertise? How are you 
going to say this man is advertising too much, and this one not enough? You 
have to leave it to the individual. 


Mr. SALTSMAN: Do I gather you are a little concerned about giving mea 
sort of straight “yes” or “no” answer? 


Mr. Cooper: I am not trying to evade really, but I find it hard to picture | 
that in a practical context. 


Mr. SALTSMAN: How can we, as the committee that is interested in trying to 
help the consumer, go about getting an answer to the role advertising plays in 
terms of costs that accrue to the consumer? Who do we go to for this kind of © 
an answer? You are a very important man in the food industry. We have put 
the question to you. How much higher than you can we go? 


Mr. Cooper: I think you need to be very careful in telling the distributor or 
manufacturer what he should spend for advertising. I think he is the best judge 
of the economic effect of that advertising for his business, and this is pretty 
closely related, I think, to the benefit to the public. 
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Mr. SALTSMAN: Suppose such a law were passed and your company were 
told it had to reduce its advertising expenditures over the last year by 20 per 
cent, what would be the effect within your own company? 

Mr. Cooper: I think it would slow down business a little. 

Mr. SALTSMAN: Do you feel the consumer would buy less? 

Mr. Cooper: Yes, I think so. 

Mr. SALTSMAN: Do you mean that all round the consumer would buy less 
and that the entire food business would slow down? 

Mr. CoopeErR: Yes, I think so—the food business. 

Co-Chairman Senator CROLL: Let Tom Lefebvre get a chance. 

Mr. CooPer: May I just say, material in my hand represents expenditure. 


(The witness produces sheets of newspaper advertising). 


This costs a lot of money, but this particular sale which is being advertised 
will produce about a million dollars’ worth of turnover, roughly; and without 
this flyer I think we would perhaps only do three-quarters of a million in those 
outlets. So is this good business, or bad? Does it help the public, or does it not? 

Mr. SALTSMAN: Will your mark-up be reduced as a result of that ad? 

Mr. Cooper: There are bargains offered on here. 


Mr. SALTSMAN: Yes, but will your overall mark-up come down as a result 
of the production of that ad? 

Mr. Cooper: No, I do not think so. 

Mr. LEVEBVRE: I see on page 4 of your brief you give us the proportion of 
your private label dry groceries—to the total turnover of dry groceries, and that 
is estimated at 7.29 per cent. Looking back on the other witnesses we have had 
here, who represented retail businesses, not one was willing or able to give us 
the figure of their own private brands on the retail level. I would like your 
comment on why your accounting is able to produce this figure and the retail 
people find it very difficult to do so? 

Mr. Cooper: You will notice I use the word “estimated” here. We took 
a quick round-up—and we have done quite a lot of work on this—we took a 
quick round-up from the stock books of the amounts of our private label and 
the cost of that, and I will just say we slogged it out. We do not ordinarily 
produce this figure in our accounting. 

Mr. LEFEBVRE: If the wholesaler knows how much he sells, the retailer 
should know how much he buys, so why is it the retail companies, as I stated, 
are unwilling or unable to give us this figure? I think this is something that 
should be brought to their attention. 

Co-Chairman Mr. BASFORD: Some of the companies did. 


Mr. LEFEBVRE: I remember asking the president of Loblaw’s, and they could 
not even tell us how much of their own coffee they were selling. 


Co-Chairman Mr. BASForD: I think Canada Safeway had the same problem. 
But others did. 


Mr. LEFEBVRE: They have since? 

Co-Chairman Mr. BAsrorpb: No, in their evidence, and Mr. Urie tells me 
that those who did not are going to supply it. 

Co-Chairman Senator CROLL: This morning IGA did give a figure, and they 
said about 15 per cent. 

Mr. LEFEBVRE: These are wholesalers? 

Co-Chairman Senator CROLL: Yes. The other figure we can ask for. I am 
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Mr. LEFEBVRE: Are you for or against these deals advertised in stores by 
labels on goods—10 cents, 20 cents, 30 cents off? 

Mr. Cooper: That is the “cents off” problem. No, we do not like it. 

Mr. LEFEBVRE: Nobody seems to like it, but we have asked this question, 
myself and others here, of everybody who has appeared here. Nobody likes it, 
but we have all kinds of them. When are we going to get rid of them? 

Mr. CoOoPEerR: Well, everybody hates it, except the housewife. 

Mr. LEFEBVRE: Not from the comments we get. 

Mr. Cooper: Well, it is true. 

Mr. LEFEBVRE: Nobody seems to know what the original price is of all these 
ideas. 

Mr. Cooper: I know everybody gets annoyed, but then everybody is for it. 

Mr. LEFEBVRE: Why do you not do something about it if you do not like it? 

Mr. Cooper: We crab. We do not like it because our stock-keeping and 
inventory problem alone is compounded greatly. It is an insidious thing. But 
nobody seems to know the answer. 

Co-Chairman Senator CROLL: Would you like us to help you? 

Mr. Cooper: Yes, sir. 

Mr. LEFEBVRE: Fine. 

Co-Chairman Senator CROLL: You have made a deal. 

Mr. LEFEBVRE: In your opinion, it is only the manufacturers who are 
holding up the removal of this gimmick in the grocery stores all across the — 
nation? 

Mr. Cooper: Basically, it is public acceptance that is holding up its removal. 

Mr. LEFEBVRE: Not to my knowledge. The people I have talked to are all 
against it. 

Mr. Cooper: It is one of those things. Everybody you talk to is against it, 
but it is what works. 

Mr. LEFEBVRE: Do you think if this was removed it would result in an 
overall reduction in the net cost of these goods? 

Mr. Cooper: Well, I think there would have to be promotions in other 
forms, but there might be some saving overall. That is hard to answer. You 
would almost have to try it out to see, but I would think that where there are 
large allowances, such as those on instant coffee where there is a 15 cent off 
deal, if that were discontinued there could be a lower regular level for those 
instant coffees. 


Mr. LEFEBVRE: What seems to confuse the public is that they do not know 
any more whether it is 15 cents off the price today or the price it was two years 
ago, or whether the price has changed ten times since the first 15 cents off was 
offered. 

Mr. Cooper: We are all dizzy with it. 

Mr. LEFEBVRE: You spoke about testing your products. I imagine you also 
test national brands. On page 3 of your brief you say: 

We believe the essential requirements of successful private label mer- 

chandising to be: 

(a) quality at least equal to comparable nationally advertised brand 
goods. This we endeavour to maintain without exception. 

(b) appreciably better value to the housewife; i.e., the consumer to 
receive better quality for equal price, or equal quality at a saving, as 
compared with nationally advertised brands. 


Mr. Cooper: Yes. 
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Mr. LEFEBVRE: When you advertise a can of tomatoes, 20 ounces or 28 
ounces, are you referring to weight or fluid ounces? 


Mr. Cooper: Very careful standards are set by the Government on this. 


Mr. LEFEBVRE: But on a can it says ‘20 ounces” or “28 ounces”. Is that 
referring to fluid ounces or to the weight? 


Mr. Cooper: It is not weight, no. It is contents. 
Mr. LEFEBVRE: It is the contents? 


Mr. CooPper: When you mentioned fluid measure you are referring to cubic 
content, I think. 


Mr. LEFEBVRE: It is the contents? 


Mr. COOPER: When you mention fluid measure you are referring to cubic 
content, I think. 

Mr. LEFEBVRE: Yes, what I am getting at is this: In your many tests that you 
make on these products have you ever drained a can of tomatoes of a national 
brand, or a competitive brand, and weighed the balance that is left in the can 
against the weight that is left in one of your cans? In other words, is the 
consumer getting as many tomatoes, peaches or carrots in a 28-ounce can of 
your goods as he is in a can of Aylmer or Heinz tomatoes, peaches or carrots? 

Mr. Cooper: No, we do not make actual weight tests of the solids in those 
cans, but people who have grown up in the business know very quickly whether 
a can of tomatoes is even an ounce short in solids. 

Mr. LEFEBVRE: The consumer does not know, though, when he buys a can of 
peaches or tomatoes of one brand as against another, whether he is getting more 
tomatoes in this particular can or more in that particular can, which may be 
selling at 4 cents off and which may have 10 per cent or 15 per cent less peaches 
or tomatoes in it. 

Mr. Cooper: There are standards also for the solids. These standards are set 
by the Government. It is a minimum, of course, but it is a standard. It is a 
reasonable standard. 

Mr. LEFEBVRE: I wonder, Mr. Chairman, if some department of government 
could run a sample test on these articles at our request? Some people have 
pointed this out to me. Can this be done? 

Co-Chairman Mr. BASFoRD: Somebody has pointed this out to me also. 

Mr. LEFEBVRE: Let us say that they take a dozen nationally advertised 
products in the same size of container. 

Co-Chairman Senator CRoLL: Mr. L’Heureux, would you see to that, 
together with the people from the department, please? 

Mr. LEFEBVRE: With respect to your advertising of Red & White, which is 
one of your brands, do you set up the advertising for the person who owns a 
Red & White store in local newspapers, or does he set it up and to get a 
kickback from you, or do you tell him that you are running an ad in a local 
newspaper and that his share will be so much? Can you explain to us how this 
is done? 

Mr. CoopeR: When you speak of a local newspaper are you speaking of one 
in, say, a large city? 

Mr. LEFEBVRE: I am speaking of a city in which you have four or five of 
these stores operating. 

Mr. Cooper: Let us take the town of Lloydminster where one man has a 
Tom-Boy store and he takes a handbill service twice a month—I am speaking 
from memory now, but this will illustrate what I mean. He might take that 
twice a month, and then as well he wishes to put an ad in the local paper in 
Lloydminster. He does this at his own expense, but we will supply him with 
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cuts. We will supply him with a lay-out, and in some cases if he wants to 
feature a certain product steadily we would arrange for him to get some © 
advertising allowance for giving that promotion. Does that answer your 
question? 

Mr. LEFEBVRE: If he advertises in one of the big city newspapers he is 
charged a certain percentage? 

Mr. Cooper: Let us say that in Winnipeg we arrange this advertising—we 
do it for all these group members. As I say, the Tom-Boy stores in the City of 
Winnipeg are charged one per cent of their sales for that service. 

Mr. LEFEBVRE: Plus any other advertising that they may wish to do on their 
own? 

Mr. CooPER: Yes, that is right. If they want to give away a little prize or 
anything like that, then that would be done on their own. 

Mr. LEFEBVRE: He is going to spend one per cent on advertising plus 
whatever other advertising he does on his own at the retail level. 

Mr. Cooper: Right. 

Mr. LEFEBvRE: I did not understand clearly your answers to the question 
Mr. Saltsman asked you a while ago. Do you charge a manufacturer a certain 
price for having his name appear on one of these flyers that you showed us a 
while ago? I am thinking of Heinz or Libbys. 

Mr. Cooper: Yes, we really invite—we first have to set down a selection of 
goods that we consider to be traffic builders for the store, and then we will 
discuss with the manufacturer whether he wants to participate. We tell him that 
we have certain dates open and if he wants to participate he may do so. He may 
tell us that he has something else on, or that he would love to have a part in it. 
90, it is a negotiation. . 

Mr. LEFEBVRE: But you would never do business with a manufacturer who 
never agrees to take part in your advertising? 

Mr. Cooper: Oh, yes. 

Mr. LEFEBVRE: Is it not a matter of course that you sell his goods only if he 
is going to kick in on the advertising? 

Mr. Cooper: We have many goods that we do not advertise at all, and other 
goods that we would advertise simply for the traffic effect they have without 
being paid for it. 

Mr. LEFEBVRE: Do you have any national brand goods that you do not 
advertise at all? 

Mr. Cooper: I think so, yes. It is a little hard to draw the line between 
what is nationally advertised and what is not, but I would say there are many 
brands that are distributed across Canada, and perhaps without too much 
advertising. Maybe they do not need too much advertising, because commodities 
differ a great deal in that respect. We would handle those goods, of course. 

Mr. LEFEBVRE: Do any of these charges reflect on the number of cases of a 
certain product that you might sell? You might have a flyer there on which you 
might be featuring ketchup. Would you say to the manufacturer: ‘We will take 
2,000 cases but we are going to charge you $1 a case for the advertising?” 

Mr. Cooper: I would like to be able to do that. 

Mr. LEFEBVRE: What could it amount to—50 cents a case, or 25 cents a case? 

Mr. Cooper: I do not think so. You see, the general procedure is that a 
manufacturer—let us say a canner will set up so much money that he wants to 
spend for promotion of his product. He will then allocate that to advertisers or 
distributors on a basis of so much per case. If in a year you are handling 10,000 
cases of that manufacturers’ product you will have so many dollars, if you do 
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the promotion job. It is still quite in his hands as to whether he wants to make 
a deal with you or not. If you try to take the money without earning it then he 
is not going to come back, or if he does he is going to come back with bad 
feelings about you. 

Mr. LEFEBVRE: You would never tell him that you want so much for taking 
so many cases of his product? 

Mr. Cooper: No, and we don’t need to, because so many goods are seeking a 
market. 
| Mr. LEFEBVRE: Now, I have a couple of short questions. Among the people 
that have your Red and White stores under the Red and White labels, do you 
have promotions with the owner that if he meets a certain quota of sales of a 
certain amount of goods that you sell him, that he will have a trip say to 
Mexico, or overseas, like some of them are doing? 

Mr. Cooper: No, we have not provided any trips to exotic lands. Sometimes 
we will put up a mantle radio as a stimulating prize, and also put coupons that 
have a value in merchandise into his cases for him. This is a convenient way of 
giving him a little extra profit on that product. 

Mr. LEFEBVRE: Would this be paid for out of your profits or certain 
manufacturers profits; in other words, who is paying for it? 

Mr. Cooper: This would be regarded as a promotional expense for that 
product. 

Mr. LEFEBVRE: Out of your own expense? 

Mr. Cooper: If it is our product, yes. 


Mr. LEFEBVRE: And if it is a nationally branded label it could come from 
the manufacturers? 

Mr. Cooper: In that case we would not be putting coupons in it, no. 

Mr. WHALEN: I would like to ask several questions. First of all, when you 
make purchases from the manufacturer, say of several thousand cases of cheese, 
do you ask him to throw 250 in on a deal? Do you do that at any time when you 
are making a deal with the manufacturer for a very large order? 

Mr. Cooper: I hope we do. 

Mr. WHALEN: Is there not an automatic clause that when a manufacturer 
ships goods there is—is it one per cent allowed for damage or .25, or something, 
for loss in shipment? 

Mr. Cooper: There is no legal requirement and no really uniform practice. 
A number of the responsible manufacturers, and Green Giant is one, will give a 
small percentage allowance for spoilage and damage just to avoid the problem 
of claims. 

Mr. WHALEN: You say a small percentage. Don’t you know what the 
percentage is? 

Mr. Cooper: It is some years since I have looked at it, but at a guess, an 
eighth of one per cent. 

Mr. WHALEN: But this actually never takes place; it never actually reaches 
that high? 

Mr. Cooper: Oh, yes, he makes that allowance. 

Mr. WHALEN: But he never gets it refunded. This is in part of the deal? 

Mr. Cooper: That is right. 

Mr. WHALEN: There are no bigger deals you know of for large orders of 
manufactured goods where there is an outright one per cent of a free amount of 
cases provided to him? 

Mr. Cooper: No. Quite often a manufacturer comes out with a so-called 
free deal, let us say one case of catsup free with ten, and they then endeavour 
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to get retailers to stock up the 11 cases to make sure that is the catsup they use. 

Mr. WHALEN: Is this free deal passed on to the retailer? 

Mr. Cooper: As a rule. Sometimes it is taken in and the cost averaged down 
and sold by a case price by the wholesaler. When he buys them they are his 
goods, and he can either take it out as a deal with the one free, or average the 11 
cases down and just use it for the one-case price. 

Mr. WHALEN: It is not always passed on? 

Mr. Cooper: Well, it would be passed on, because with a deal like that 
coming out, every retailer knows about it, and you would not want to hold it 
back. 

Mr. WHALEN: This year it would be difficult to make a deal like that 
because you are using tomatoes as catsup products, so it would probably be nil 
this year. 

Mr. Cooper: Probably so with tomatoes, but we might be choked with 
goods in some other field. 

Mr. WHELAN: There is still a chance, then, that you would not get a free 
deal on other goods? 

Mr. Cooper: Oh, this is nothing new in the merchandising field. 

Mr. WHELAN: Sometimes you buy a large package and a package is stuck on 
the side of it free. How do they get that free? That applies to a large size tube 
of toothpaste, and sometimes to soap suds. 

Mr. Cooper: Yes, I know what you mean. We hate ’em. This is a 
manufacturer’s idea and sometimes it works and sometimes it does not for him. 

Mr. WHELAN: So it is not as free as it appears? 

Mr. Cooper: It is a promotional cost and usually, let us say with a 
toothpaste you would probably get quite a promotional margin to work with, 
and if he doesn’t use radio or TV, he has to get something else to put it on the 
market. 

Mr. WHELAN: Now I have a question or two as to peaches. Has there been 
an increase in the price of canned peaches to the retailers in Western Canada? 

Mr. Cooper: I am sorry, I can’t answer that. 

Mr. WHELAN: You don’t know if there has been a decrease? 

Mr. Cooper: No, I am sorry I am not posted on the price of peaches at the 
moment. 

Mr. WHELAN: Let me ask you, are you handling any Australian imported 
peaches? 

Mr. Cooper: I don’t think we are at the moment, but we have handled them 
and probably will again. We handle certain other products—Australian pineap- 
ple and a mixed tropical fruit. I think those are the main items. 

Mr. WHELAN: I know they import them at a dollar less than our manufac- 
turers can supply them to anybody here and that prices have increased to the 
consumer, where actually they should be cheaper. 

Mr. Cooper: The Australian peaches went up? 

Mr. WHELAN: Yes, and they should be cheaper. I verified that because our 
peach growers were making representations to me, and there was an unwar- 
ranted mark-up of these peaches. 

Mr. Cooper: I am sorry, I do not know. In our case we find enough 
competition and distinction between Australian peaches or pineapple to set a 
competitive level on those different products. 

Mr. WHELAN: But again the boogey was used, the old scare element that 


peaches won’t grow in the west so well and the consumer is told he must pay 
more. 


CONSUMER CREDIT me 


Now, on “General comments on food prices”, at one stage you say: 


Increasing pressure on staple food supplies throughout the world is 
most likely to result in strengthening food prices in Canada, particularly 
on cereals and meats. 


I can understand meat, but I can’t understand why that would apply to 
cereals. 


Mr. Cooper: Are not wheat prices higher? 


Mr. WHELAN: I can remember when I sat on the board, and one of the 
largest processors of wheat in Canada several years ago said, ‘““We could 
increase the price of wheat to two and a half and it would not cost the 
consumer one penny more.” Now, you are not taking into consideration the 
giant strides being made in research, because we know now that there is a 
variety of soft wheat that is used for a greater variety of goods. 

Co-Chairman Senator CROLL: The witness is going to thank you for the 
information. Put a question to him. 


Mr. WHELAN: There is not evidence whatever that these cereal prices should 
be up. I can’t wait until these people get before the committee, because if 
anybody needs a line of questioning they do, and we shall need their brief a 
couple of days before they come. Further down in your brief you go on to say: 


Wage increases at farm level, processing plant level, in transporta- 
tion, and at warehouse and retail outlet, tend to push up costs at all 
levels of production and distribution. 


Co-Chairman Senator CROLL: We covered that point. 
Mr. WHELAN: I was not here. 
Co-Chairman Senator CROLL: It was pretty thoroughly covered. 


Mr. WHELAN: How do you know what my question is going to be, Senator? 
Maybe it will be altogether different. 


Co-Chairman Senator CROLL: Try it. 


Mr. WHELAN: If agricultural production in Canada had increased like that 
of other industries, in relation to the number of people engaged in it, and this is 
the primary industry, we would not have to worry about our gross national 
product. I am saying that the produce at the primary level has nothing 
whatever to do with the cost of the food stuffs that the consumer is paying for, 
nothing whatsoever, and we can prove this. This is erroneous. 


Mr. Cooper: I think it is a matter of opinion. I feel that the farmer is 
paying a lot more for his wages and finding it hard to get help. I think this must 
have an effect on the product. 


Mr. WHELAN: The only thing that would have an effect would be the 
amount more he is paying for machinery, but the production increases at all 
times, with the research and power cultivation and good practices. I would say 
this is true more so in western Canada than elsewhere. 


Mr. Cooper: Could I back up for a moment here. I believe that the food 
situation in the world, and particularly in certain parts of the world, is going to 
be disastrous within the next 10 years, absolutely disastrous, and it will have an 
enormous impact on everyone. This will partly be noted in the cost of food, 
because foods, particularly stable cheap foods are going to be scarce, going to be 
very badly needed, and they will not be in sufficient supply. This is my 
understanding from what I have read and learned on the subject. 


Mr. WHELAN: If the proper economic return is given, I think the primary 
producer, especially in our part of the world, will have nothing to worry about. 
I have one other question. Mr. Chairman, I do not think you are being fair to 
me, as other people have had two turns of questioning, I have had only one 
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turn, and even you, Mr. Chairman, have asked questions, and this seems 
extraordinary at times. 

Co-Chairman Senator CROLL: I have asked questions, not made speeches. 
Go on, ask your question. 

Mr. WHELAN: On the cost per ton of vegetables in 1966, I do not know what 
these figures mean—211; whereas in 1962 it was 221. This only goes to prove 
my point that we are not getting the return for how efficient we are becoming 
or have become. . 

Mr. Cooper: I am not prepared to speak on the Canadian growers’ return. 
This is merely the price of the fresh product that we handle in Western Grocers 
houses, which includes quite a heavy proportion of imported vegetables and 
fruits. This is the actual record. This is no sampling by the D.B.S. This is real. 

Mr. WHELAN: Then the consumers have got a really good deal, as far as you 
are concerned, in the cost of fresh fruits and vegetables. 

Mr. Cooper: I like to go out and campaign on a crusade for fresh stuff 
because it is health giving and is really the best product. You have to look at 
this relatively. If the prices have held steady, or less, for five years, and other 
prices have gone up meanwhile, then relatively it is a bargain with them. That 
is all I meant in the statement. 

Mr. WHELAN: Under ‘“‘exchange and tariff’, you say: 

These are steady “ built-in” factors in the cost of foods imported into 
Canada, and to this extent decrease the competitive factor in domestic 
foods. 


What do you mean by that? 

Mr. Cooper: May I ask what is the purpose of a tariff of half a cent per 
pound on bananas, the year round? What does it serve? 

Mr. WHELAN: They eat more apples? 

Co-Chairman Senator CROLL: One sometimes has a tariff for revenue 
purposes, as well as for other purposes. 

Mr. WHELAN: Do you have any other examples? 

Mr. Cooper: Yes, quite a few. The fresh produce duty is pretty volatile. It 
is taken on and off by order in council. There are some other products, and I 
could note some of them. 

Mr. WHELAN: If you were a producer, you would not think they were put 
on and taken off so easily. It takes about four weeks. The United States can do 
it if they do not like the way you comb your hair or the way your truck is 
loaded. 


Mr. Cooper: Let me mention these duties on U.S. imports: 


CANNED VEGETABLES 
Asparagus—224 per cent 
Beans 1 cent per pound 
Corn 14 cents per pound 
Peas 14 cents per pound 
Tomatoes 2 cents per pound 
Others 15 per cent. 


CANNED FRUITS 
From 23 cents per pound to 1} cents per pound. 
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DRIED FRUITS 


Raisins 3 cents per pound 

Nectarines, apricots, pears, peaches 15 per cent 
Currants 4 cents per pound 

Gift Fruit Packs 10 per cent 


The commodities here may be regarded as fairly stable foods, and there is no 
escaping—this is not dumping—this is the regular duty imposed. 

Mr. WHELAN: A lot of these, the peaches and so on, even bananas, are 
compared to the consumption of fruits and vegetables in Canada that are 
comparable as far as food is concerned, and compared to production in Canada. 
When you were answering before, you were worrying about feeding the world. 
If you put the producers up a bit, would you not get them back in business? 


Mr. Cooper: I am not arguing that there should not be a duty. I am saying 
it is a built-in cost. 


Co-Chairman Mr. BAsrorp: Arising out of the question on bakery products, 
to what percentage do your bakery products come, and what percentage do not 
come, from the George Weston chain? 


. Mr. Cooper: I can only make a guess at that. I think they are the largest 
bakery supplier, but not 50 per cent. I am just guessing at that, because I have 
no figures at hand. 


Co-Chairman Mr. BASFORD: Where would you buy other bakery products? 
Mr. Cooper: General Bakeries, local bakeries, Christie’s. 
Co-Chairman Mr. Basrorp: Is this bread or cookies? 


Mr. Cooper: I am speaking of what we usually call bakery products— 
bread, cookies, doughnuts. 


Co-Chairman Mr. BAsrorp: What would the percentage be in the case of 
bread? 


Mr. Cooper: I am still guessing and have to repeat the same figures. 


Co-Chairman Mr. BaAsrorp: Most of your bread would have come from 
Weston Bakeries Limited? 


Mr. Cooper: I think it would be the largest single one, but I would say not 
50 per cent. I must admit I am guessing at this, because we do not keep figures 
of that. 


Co-Chairman Mr. BAsFrorD: Why would you buy bread from someone else? 
Mr. CoopER: Public demand. 


Co-Chairman Mr. BasrorD: This would be represented by fancy bread, the 
French loaf? 


Mr. Cooper: No, no. We think it better business for a store, of a decent size 
in a city, making $10,000 a week, to have two or three national bread wraps on 
a shelf instead of one. We also have our own label bread, which is bought in the 
Western Grocers’ outlets from Weston, which retails about 2 cents a loaf, under 
the national brands. 

Co-Chairman Mr. Basrorp: You mean, you would be selling your own 
brand of bread and Weston’s bread, all baked by Weston’s? 

Mr. CooPeER: Yes. 

Co-Chairman Mr. BAsFrorpD: Was this true in cookies also? 

Mr. Cooper: We do not use our own brands in cookies. 

Co-Chairman Mr. BAsForD: What percentage of your bakery sales would be 
imported bakery products? 
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Mr. Cooper: I cannot think of any at the moment. 

Co-Chairman Mr. BAsrorp: For instance, these English biscuits? 

Mr. Cooper: Oh, a few English biscuits, not too many. 

Co-Chairman Mr. BAsrorp: I take it that it is an insignificant number? 


Mr. Cooper: It may be 10 per cent, it may be 5 per cent, not a large 
amount. 


Co-Chairman Mr. BASForD: How tied to you are the Red & White stores or 
your franchise stores? Do you keep control over them? 


Mr. Cooper: We have a contract and we regard it as a moral obligation. It 
spells out our understanding but I doubt if it is legally enforceable and we have 
never taken it to court. This does relate the responsibility on each party. 


Mr. URIE: Could we have a copy of that? 
Mr. Cooprr: Yes. We are making a note of that. 


Co-Chairman Mr. BAsrorp: What would happen to the Red and White 
owner who started buying produce elsewhere? 


Mr. Cooper: We would talk to him and, if he did not want to do business 
with us, we would say: “It is a free country. Give us back our sign, and you can 
do as you wish.” 


Co-Chairman Mr. BAsrorpD: Would that mean that you would recall your 
capital? 

Mr. Cooper: If he owed us money, we would ask him to repay it. 

Co-Chairman Mr. Basrorp: That is automatically repayable, is it? 

Mr. Cooper: Yes. 


Co-Chairman Mr. BAsForD: What percentage of your franchise holders are 
under finance? 


Mr. CoopPerR: You mean that we finance? 
Co-Chairman Mr. BASForRD: Yes. 


Mr. Cooper: Mr. Campbell thinks that it is 50 to 70 from Western Grocers 
Ltd., and I would certainly say that it is less than 100. 


Co-Chairman Mr. BAsForp: So over those you have pretty effective control, 
if you are entitled to recall their loans if they step out of line. 


Mr. Cooper: That is right. In other words, if he has agreed to pay us our 
money, we expect our money. We do not give it away. 


Co-Chairman Mr. Basrorp: So he is really not entitled to go shopping 
elsewhere, I take it. 


Mr. Cooper: That is right. That is the understanding; and he has entered 
into it freely; nobody twisted his arm. 


Co-Chairman Mr. BaAsrorp: Why do you just go to the Alberta-British 
Columbia border? 


Mr. Cooper: We have another wholesaler in British Columbia, W. H. Malkin 
Ltd. | 


Co-Chairman Mr. Basrorp: Which again is a member of Food Wide of 
Canada. Is that right? 


Mr. CoopER: Yes, it is a subsidiary of Westfair Foods. 

Co-Chairman Mr. Basrorp: So, within Food Wide of Canada, am I correct 
that you have got together and agreed on a territorial distribution of market 
areas? 

Mr. Cooper: Well, I do not think Food Wide had anything to do with that. 


Co-Chairman Mr. BAsrorp: Where was the agreement made that the 
various companies would take a certain territory? 
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Mr. CoopeEr: Well, you are speaking of the Red and White franchise. 
Co-Chairman Mr. BASFoRD: Yes. 


Mr. Cooper: Western Grocers had that franchise granted to them in 
approximately 1926. At that time it was from the Lakehead to the Pacific. 

Co-Chairman Mr. BASForD: They were granted the franchise by Food Wide 
of Canada. 

Mr. Cooper: No. Red and White was the first voluntary group which started 
in the United States, and the name was granted to the Red and White Cor- 
poration in Toronto. I think it was under Red and White Chain Stores’ Limited 
at first, in approximately 1926 or ’27, and then this was granted to Western 
Grocers for western Canada. 

Mr. Riley, who was head of Western Grocers at that time, was one of the 
moving spirits in the Red and White Limited operation. 

Later Western Grocers sold its branches in British Columbia to Kelly 
Douglas and Company, and with those branches went the territorial franchise 
for Red and White in British Columbia. That would have been in approximately 
1935, I think, give or take a year. 

Co-Chairman Mr. BAsrorp: Was that before Kelly Douglas went into the 
Loblaw chain? 

Mr. Cooper: Yes, there was no connection that I know of then. 

Co-Chairman Senator CROLL: Are there any further questions? 

Mr. Cooper, would you take this form comparison of retail mark-ups and 


fill it in and send us in some copies of it, please? All the others have been asked 
to do this. 


Mr. Cooper: These are retail? 

Co-Chairman Senator CROLL: Yes. You give us the wholesale yee: 
Mr. Cooper: You wish the wholesale profit and price? 
Co-Chairman Senator CROLL: Yes, for those two years. 

Mr. Cooper: Yes, sir. 


Co-Chairman Senator CROLL: We also would like a list of your private 
brands and the comparable national brands and prices, too. 


Mr. Cooper: At retail or wholesale? 


Co-Chairman Senator CROLL: Give it to us both ways. It is available, we 
understand. Right? 


Mr. Cooper: I think so. 


Co-Chairman Senator CROLL: The hearing today has been in a preliminary 
way, to give us the opportunity to digest the evidence you have given us and 
also to look at the brief, but you may expect to hear from us again because 
there will undoubtedly be some further information that we will require. We 
expect that in due course you will come again before the committee, but in the 
meantime I want to thank you very much, Mr. Cooper, for your willingness to 
answer questions and for the knowledge and information you have made 
available to us. We are most appreciative. 

Mr. Cooper: Thank you very much, Mr. Chairman; thank you, gentlemen. 


Whereupon the committee adjourned. 
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EXHIBIT “A” 
WESTERN GROCERS LIMITED 


STATISTICS 
1965 1964 1963 1962 1961 1960 
DOtALDBleS... 5» on $ 80,035,536 $ 80,502,624 $ 77,091,136 $ 74,044,521 $ 69,031,980 $ 69,565,885 
Ago ga a 5.01 5.41 5.44 5.61 5.73 6.00 
% of Grocery sales 
Daisy.) Sie Lae: 4.63 4.44 4.62 4.62 4.68 4.77 
% of ‘Perishables’ 
sales only.......... 9.46 9.76 9.40 10.08 10.69 12.25 
Wives. 4242: fyun% cls $ 1,977,398 $ 2,043,270 $ 1,972,555 $ 1,977,542 $ 2,026,935 $ 2,080,465 
Oo OL DONC ca. Be oe 2.54 2.47 vaRG 7. 4 3.00 


‘ , 06 2.6 2.9 : 
Advertising—net..... $ 25,049 $ 27,578 $ 32,100 $ 20,691 $ 35,377 $ 39,915 
[Go Ol BALCS A Sees. ens 0.03 0.03 0.04 0.03 0.05 0.09 


Net Profit—% of 
Salesracs bodes hh 0.98 0.87 0.76 0.83 0.78 0.75 
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EXHIBIT “B” 
a 
Chain 


Store Cost per Varianes 
Retail Per Individual Serving from 
Price Size Servings or Lowest 
Product Form Winnipeg of Unit of Unit Measure Cost 
Apples— 
Bae rey tee Hresyre ee. eo . 49 ¢ Yd | om 6 8.2¢ Lowest 
Aylmer Fancy..... (Annee . ia ke rher. 37¢ 15 oz. 3 12.3¢ 50% 
Strawberries— 
Ne ae oy oak peas Cunne so. Sere 43¢ 15 oz 4 10.8¢ Lowest 
OOF fh coat aes FLOZON, 400? vaaennee : 59¢ 15 oz 4 14.8¢ 37% 
Oranges— 
UNG gs Seas eae, Be Canned Juice......... 55¢ 48 oz. 12 4.6¢ Lowest 
Old Boanth, beens: Frozen Juice... ... .... 59¢ (2-6 oz.) 12 4,.9¢ 6.5% 
ee eet ys schiadam ee tee Preskh).. Sed 65¢ Doz. 12 5.4¢ 17.4% 
Coffee— 
Max, House........ Instanta qaeoe twins 1.69 10 oz. 125 1.4¢ Lowest 
Red ROg6 svat ng * Goud 2 Ge... ee 89¢ 1b. 60 1.5¢ Cl % 
Pride of Arabia.... Wh. Roast........... 87¢ 1lb 60 1.5¢ 7,1% 
Tea— 
Blue Ribbon....... Packaged Bulk...... 1.29 1b: 240 .5¢ Lowest 
MO DIA WS. 5 sss cise sis Tea Baga. 5 os «sage 1.48 16 oz. 240 .6¢ 20% 
PO COE <5. sss vite Ve INSCANV Se cent ee 49 3 OZ 25 2.0¢ 300% 
Salmon & Tuna— 
Gold Sealie i cac er Canned Pink......... 43¢ 7 OZ. 3 14.3¢ Lowest 
Clover, Leaf. .'..... Canned Tuna........ A47¢ 7 OZ. 3 15.7¢ 9.8% 
Clover Leaf........ Canned Sockeye..... 69¢ 7 OZ. 3 23¢ 60% 
Beans— , 
hie ae Ae Pa Dried White......... 43¢ 32 oz. 16 2.7¢ Lowest 
if: OLA ae Be Age ke Canned Beans 
W/POckii es, Ber. 49¢ (2-14 oz.) 4 12.2¢ 351.9% 
Rolled Oats— 
MEE 5k ec cates vans Cori chine tae ies cece oe 79¢ 5 lb. 80 oz. 1¢ oz. Lowest 
FEVER! dats ee oe Tostaat cco. sees 59¢ 44 oz. 44 oz. 1.3¢ oz. 30% 
Corn Flakes— 
Kelloge’sy icc. s00% Sms PRs roe sik 45¢ (2-8 oz.) 16 oz. 2.8¢ oz. 7.7% 
Kellose’s... ..2c%6: Viarge Pie. cos es/8 aus 41¢ 16 oz. 16 oz. 2.6¢0z. Lowest 
Soap-Detergent— 
SIROTIOL cotter ats 3 Smalls KOs cs acer: 52¢ 1 lb. 8 6.5¢ 25% 
4 oz. 
MEROOTO:: 5 osc tw ses Niaree Phe ce ah as 93¢ 3 lb. 18 5.2¢ Lowest 
Margarine & Butter— 
BROT So icc teas cs Margarine Economy. 67¢ 21S; 32 OZ. 2.0¢0z. Lowest 
Fleischman........ Corn Oil Marg.......¢. 59¢ 1 lb. 16 oz. 3.7¢ 02. 85% 
heen Park. 2... Putior Lae. ccs sas a 70¢ tlh: 16 oz. 4.4¢0z. 120% 
Cooking Oils— 
Burns: Lis ers deo. tas Ts ee ee 69¢ 2 lb. 32 OZ. 2.2¢0z. Lowest 
PIGTOMS: «soe ee sce es Gora Wiletsre stress. $3.75 128 oz. 128 oz, 2.9¢ oz 31.8% 
MAdOIS S538. «te ees Cor Oi A se oe 5 8 6% 83¢ 24 oz. 24 oz. 3.5¢ oz 59% 
BOs ers sabes aks Shortening: ../.05. 5c 42¢ 1 lb. 16 oz. 2.6¢ oz 18.2% 
Bon Ami— 
Bae beset .k cere 37¢ 16 oz. 16 oz. 2.3¢0z. Lowest 
AOPOSOL SDIBY Ling can Sh euewe dh as Fs sme o's 75¢ 15 02. 15 oz. 5¢ oz. 117.4% 
Bathroom Tissue— 
Better Buy ....;.. Economy Pkg....... 89¢ 8 roll 8 roll 11.1¢roll Lowest 
POR es aa aa 4s inl ee ee ea ce tk 33¢ 2 roll 2 roll 16.5¢roll 48.6% 
Cake Mix— 
Blonareh .. 2 ...5 ss. Pouch Pack, saiscser 39¢ 19 oz. 8 4.9¢ Lowest 
Duncan Hines..... Deluxe Box Pack.... 49¢ 19 oz. 8 6.1¢ 24.5% 
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EXHIBIT “B’—Continued 


Chain % 
Store Cost per Variance 
Retail Per Individual Serving from 
Price Size Servings of Lowest 
Product Form Winnipeg of Unit of Unit Measure Cost 
Jam— 
PetDOD:, 55 ea eenek Red Plum, Lge... 99¢ 48 oz. 48 oz. 2.0¢0z. Lowest 
Bea bobs «. <<< ches ae Red Plum, Small.... 37¢ 12 oz. 12 o7. 3.1¢ oz. 55% 
IVADOD heck k ae. ee Strawberry, Large... $1.49 48 oz. 48 oz. 3.1¢ 02. 55% 
IND DOD eiehs «i. ce Strawberry, Small... 49¢ 12 oz. 12 oz. 5.4¢ 170% 
Rice— 
Rieeland...i..n2. 64 Reg., Lge. Pack..... 99¢ hey 35 2.8¢ Lowest 
Minute Rice....... Minute Pack, 
Small Pkee ci... 55 52¢ 14 oz. 12 4.3¢ 53.6% 
Spaghetti— 
Creamette......... Dry, Packaged...... 45¢ 2 ibe: 16 2.8¢ Lowest 
Krait Dinner...” . Packaged Dinner.... 31¢ (2-7% 02.) 7 4.4¢ D1.1% 
BOY Sete eas ANNO {os a -saae 22s 43¢ (2-15 oz.) 6 7.2¢ 157.1% 
Catsup— 
Ei, Ds Smith. ....:. Canned . .eesics aaah & 39¢ 20 oz. 20 oz. 2.0¢0z. Lowest 
1k ee hige, Bottle. <<). 4.5 x 43¢ 20 oz. 20 oz. 2.2¢ oz. 10% 
CITY ns Simialh Bottle. a... +0 59¢ (2-11 oz.) 22 oz. 2.7¢ OZ. 35% 
Milk— 
Camation. .«..4.0- Skim Milk Powder.. $1.29 3 lb. 60 2.2¢ Lowest 
DIOUEIN ¢ 44% 5. es 27 Pees tae nook 65¢ 120 oz. 15 4.3¢ 95.5% 
MEOU CTO ie as o's s oes 27g Hresh Ot... .<. ae 23¢ 40 oz. 5 4.6¢ 109% 
Meat— 
Stewie. ssc. s. shee Round Steak........ $1.09 lb. 16 oz. 6.8¢0z. Lowest 
Sirloin Steak. ....... $1.19 lb. 16 oz. 7.4¢ oz. 8.8% 
Meat— 
POMEL « Gt 3 9 sane a igi DUreercccs.. din. 55¢ lb. 16 oz. 3.4¢0z. Lowest 
Ground Round...... 89¢ lb. 16 oz. 5.6¢0z. 64.7% 
Meat— 
Chona is ces .oos.cb os Pork Chops, Centre. $1.09 lb. 16 oz. 6.8¢0z. Lowest 
OUOUS i cee Lamb Chops, rib.... $1.39 lb. 16 oz. 8.7¢0z. 27.9% 
1 Vo) 0 a ep arapee brarelk Lamb Chops, 
Contre: cnseuckiiesas $1.49 lb. 16 oz. 9.3¢0z. 36.7% 
Meat— 
DMCONT sass totes Side Bacon, piece.... $1.19 lb. 16 oz. 7.4¢0z. Lowest 
Side Bacon........ NICEG Be cant oa nclacce $1.25 1 lb. 16 oz. 7.8¢ oz. 5.4% 
Side Bacon........ Sliced $45.8 os ss coun 75¢ $ lb. 8 oz. 9.4¢ oz. 27% 
Laundry Starch— 
Silver Gloss....... POwdered « vccne cee: 23¢ 16 oz. 16 oz. 1.4¢0z. Lowest 
Perma Starch..... PCL Souda: aes Oe 59¢ 15 oz. 15 oz. 3.9¢0z. 178.6% 
Gees We Gc Aerosol Spray....... 69¢ 16 oz. 16 oz. 4.3¢0z. 207.1% 
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MEMBERS OF THE SPECIAL JOINT COMMITTEE OF THE SENATE AND 
HOUSE OF COMMONS ON CONSUMER CREDIT 


(PRICES) 
For the Senate 
Hon. David A. Croll, Chairman 


the Honourable Senators 


Carter, Inman, Thorvaldson, 

Croll, McDonald (Moosomin), Urquhart, 
Deschatelets, McGrand, Vaillancourt—(12). 
Hastings, O’Leary (Antigonish- 

Hollett, Guysborough), 


For the House of Commons 
Mr. S. Ron Basford, Joint Chairman 


Members of the House of Commons 


Allmand, Duquet, McLelland, 
Andras, Gray, Olson, 

Basford, Horner (Acadia), Otto, 

Cashin, Irvine, Ryan, 

Choquette, Leblane (Laurier), Saltsman, 
Clancy, Lefebvre, Scott (Danforth), 
Code, Mandziuk, Smith, 
Crossman, McCutcheon, Whelan— (24). 


36 members 


Quorum 7 


SUPPLEMENTARY ORDERS OF REFEREN CE 


Extract from the Votes and Proceedings of the Hose of Commons, 
September 9, 1966:— 

“Mr. Sharp, seconded by Miss LaMarsh, moved—That.the Joint 
Committee of the Senate and House of Commons appointed by this House 
on March 15, 1966, to enquire into and report upon the problems of 
consumer credit, Be instructed to also enquire into and report upon the 
trends in the cost of living in Canada and factors which may have 
contributed to changes in the cost of living in Canada in recent months; 

And that a Message be sent to the Senate to acquaint Their Honours 
thereof and to request the concurrence of that House thereto. 

And the question being proposed; 

Mr. Pickersgill, seconded by Mr. MclIlraith, moved in amendment 
thereto—That the motion be amended by striking out the words “by this 
House on March 15, 1966” where they appear in the second line thereof 
and by inserting in the motion as the second paragraph the following: 

“That the Committee have leave to sit notwithstanding any adjourn- 
ment of this House;”’. 

And the question being put on the said amendment, it was agreed to. 

After debate on the main motion as amended, it was agreed to.” 


Extract from the Votes and Proceedings of the House of Commons, October 
7, 1966:— 


By unanimous consent, Mr. Basford, seconded by Mr. Allmand, 
moved—tThat the First and Second Reports of the Special Joint Com- 
mittee on Consumer Credit and Cost of Living, presented to the House on 
Friday, April 1 and Thursday, October 6, 1966, be concurred in. 

After debate thereon, the question being put on the said motion, it 
was agreed to. 

Accordingly, the said Reports were concurred in and are as follows: 


FIRST REPORT 


Your Committee recommends that seven (7) of its Members consti- 
tute a quorum, provided that both Houses are represented. 


SECOND REPORT 


Your Committee recommends that the House of Commons section of 
the said Committee be granted leave to sit while the House is sitting. 


LEON-J. RAYMOND, 
Clerk of the House of Commons. 


Extract from the Minutes of the Proceedings of the Senate, September 13, 
1966 :— 
“The Honourable Senator Connolly, P.C., moved, seconded by the 
Honourable Senator Hugessen: 
That the Senate do agree that the Joint Committee of the Senate and 
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House of Commons appointed to enquire into and report upon the 
problems of consumer credit, be instructed also to enquire into and 
report upon the trends in the cost of living in Canada and factors which 
may have contributed to changes in the cost of living in Canada in recent 
months; and 

That a message be sent to the House of Commons to acquaint that 
House accordingly. 


After debate, and— 
The question being put on the motion, it was— 
Resolved in the affirmative.” 


J. F. MacNEILL, 
Clerk of the Senate. 


MINUTES OF PROCEEDINGS 
THURSDAY, October 27th, 1966. 


Pursuant to adjournment and notice the Special Joint Committee on 
Consumer Credit (Prices) met this day at 9.30 a.m. 


Present: For the Senate: The Honourable Senators Croll (Joint Chairman), 
Deschatelets, McGrand and O’Leary (Antigonish-Guysborough).—4. For the 
House of Commons: Messrs. Andras, Basford (Joint Chairman), Crossman, 
Leblane (Laurier), Lefebvre, Mandziuk, McCutcheon, McLelland, Olson and 
Saltsman.—10. 


In attendance: Dr. R. Warren James, Special Assistant; Mr. John J. Urie, 
Q.C., Counsel; Mr. Marcel Joyal, Q.C., Associate Counsel; Mr. Jacques 
L’Heureux, C.A., Accountant. 


The following were heard: 
Atlantic Wholesalers Limited: 

Mr. D. J. Hamm, President. 

Mr. R. A. Milton, President. 


At 12.45 p.m. the Committee adjourned. 
At 3.00 p.m. the Committee resumed. 


Present: For the Senate: The Honourable Senators Carter, Croll (Joint 
Chairman), McGrand and O’Leary (Antigonish-Guysborough).—4. For the 
House of Commons: Messrs. Allmand, Basford (Joint Chairman), Choquette, 
Mandziuk, McCutcheon, McLelland, Olson, Saltsman and Whelan.—9. 


In attendance: Dr. R. Warren James, Special Assistant; Mr. Marcel Joyal, 
Q.C., Counsel; Mr. Jacques L’Heureux, C.A., Accountant. 


The following were heard: 
Couvrette et Provost Limitée: 
Mr. Aime Boisvert, Vice-President, Development. 
Mr. Bernard Couvrette, President. 
Mr. Rene Provost, Executive Vice-President & General Manager. 
Mr. Gerard Carriere, Secretary & Vice-President. 
Mr. Gilles Brunet, Comptroller. 


At 5.45 p.m. the Committee adjourned until Tuesday next, November 1, at 
9.30 a.m. 


Attest. 


John A. Hinds, 


Assistant Chief, 
Senate Committees Branch. 
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THE SENATE 


SPECIAL JOINT COMMITTEE OF THE SENATE AND 
HOUSE OF COMMONS ON CONSUMER CREDIT 


EVIDENCE 
OTTAWA, Thursday, October 27, 1966. 


The Special Joint Committee of the Senate and House of Commons on 
Consumer Credit met this day at 9.30 a.m. 


Senator David A. Croll and Mr. Ron Basford, M.P., Co-chairmen. 


Co-Chairman Mr. Basrorp: Order. Honourable senators and members, this 
morning our witness is the Atlantic Wholesalers Limited. 


Mr. ALLMAND: Mr. Chairman, before we start, I wish to bring up a point 
very briefly. It is less than two months now to Christmastime. We have had 
evidence earlier in these sittings from the Dominion Bureau of Statistics and 
others, that many prices usually go up around Christmastime because of the 
demand by consumers. 

I understand that this committee has engaged some comparative shoppers 
to check on prices in the stores across Canada. I would like to suggest very 
strongly that we—or the co-chairmen—give those comparative shoppers direc- 
tions to check on the items which are usually bought around Christmastime, 
such as turkeys, cranberries and other such things—to see who is taking 
advantage of this Christmas rush. Can this be done? How many comparative 
shoppers do we have? 


Co-Chairman Mr. BASForD: We have some working in Ottawa here. I think 
your suggestion is a very good one, because, as you say, we have had 
suggestions that some people take advantage of the market situation. I take it 
your suggestion is that we would prepare a list of popular Christmas food and 
items. 

Mr. ALLMAND: Yes, the type of things bought at Christmastime, to make 
sure that there is no exploitation or taking advantage of the consumer at 
this time. There was evidence earlier in these hearings that this was done, or 
that the price went up considerably in many items around Christmastime. 

Co-Chairman Mr. BASFORD: We can prepare a list of popular Christmas 
food items and ensure, through our comparative shoppers, that we watch the 
price on these items across Canada from now until Christmas, which would give 
us an indication of whether in fact they are going up. I take it your hope would 
be that they do not go up for Christmas. 

Mr. ALLMAND: Yes. Can this be done without putting a motion to the 
committee? Can you give instructions to the comparative shoppers, without a 
motion? 

Co-Chairman Mr. BASForRD: I see no need for a motion. 

Mr. ALLMAND: Fine. Could you give us a report on that within a day or 
two? 

Co-Chairman Mr. BASFORD: Yes. 


Senator CARTER: Would there be any value in asking the Consumers 
Association to prepare lists? I would like to get the consumers ideas on this also. 
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Co-Chairman Mr. BASForD: The Consumers’ Association of Canada is slated 
to be a witness on Monday, December 5. 


Senator CARTER: I wonder if they could be forewarned, so that when they 
come they would have this information ready for us and not have to go away to 
get it. They appear before us rather late in the year. 


Co-Chairman Mr. Basrorp: Dr. James is in constant communication with 
the Consumers’ Association. They are keeping a very careful tab on proceed- 
ings. I know they have a large group working on their submission. Your 
comments, of course, will be noted but Dr. James is already in touch with them. 

This morning we have as our witness Atlantic Wholesalers Limited, 
represented on my immediate left by Mr. D. J. Hamm, President, and next to 
him Mr. R. A. Milton, Vice-President. 

In selecting our witness, the Steering Committee thought it would be 
advisable to hear from a representative group of wholesalers, having some 
reference to geographic distribution. Of course, it would be impossible at this 
time to call all the wholesalers in Canada and therefore we have asked Atlantic 
Wholesalers to appear before us as a representative wholesaler from the 
Maritimes region of Canada. 

Mr. Hamm, I am very grateful that you have come as one company in our 
limited but representative list of wholesalers. Without further ado, I would ask 
you to present your brief. 


Mr. B. J. Hamm, President, Atlantic Wholesalers, Limited: Thank you, Mr. 
Chairman. Before presenting the brief, Mr. Chairman, Senator Croll, honourable 
members of the committee, we certainly would like to feel that we can offer the 
pertinent facts which will be useful in analyzing what we very well agree is a 
complex problem. 

I must also apologize for not providing copies of our brief in French. We do 
not at our office have the facilities to do this. 

We are representing the food distribution segment of the industry, and I 
must say that there is much which I do not know; but I will endeavour to answer 
as fully as possible, and, as the chairman has mentioned, I have with me Mr. 
R. A. Milton, Vice-President, Merchandising, who is much, much closer to 
products and prices than I am. With your permission, he will answer where it is 
felt desirable. 

We do have some supplemental information which is not in the brief but is 
in a somewhat rough form because of the pressure of time. However, I do wish 
to assure the committee that any information which we can provide and which 
we do not have available at this time will be provided at your pleasure. 

In this presentation I feel it would be useful to the members of the 
Committee to have a brief outline of the company from its formation to the 
present before proceeding with some general observations on the company’s 
operation. 

Atlantic Wholesalers, Limited and its subsidiary companies service three 
Maritime Provinces, New Brunswick, Prince Edward Island and Nova Scotia 
(excluding Cape Breton). The company has been in existence since 1903 by 
New Brunswick Charter as Sackville Hay & Feed Company Ltd., maintaining 
its head office at Sackville, N.B. and comprising two retail stores and a service 
warehouse. The retail stores were subsequently closed. 

Following the first world war, wholesale branches were opened at Moncton, 
N.B. and Newcastle, N.B. From 1919 on, the company’s growth was steady and 
for a number of years most of its expansion was through acquisition of existing 
wholesale firms. 

In 1944 the present company was incorporated and the various subsidiaries 
gradually merged under the name Atlantic Wholesalers, Limited. By 1955 the 
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company operated twenty-one branches and two cash and carry outlets. One 
other wholesale acquisition has been made since that year and two new 
branches, Bridgewater and Coldbrook, N.S., and one cash and carry outlet, 
Fredericton, N.B., were opened. Three small branches were closed and the sales 
areas taken over by adjacent branches. 

Today our operation consists of 22 service warehouses, three cash and carry 
outlets together with the head office located in Sackville, N.B. Most of our 
branches are relatively small by today’s standards. All except three are 
multi-floor warehouses ranging from 15,000 to 30,000 sq. ft. total area. The 
branches are fairly well located over our sales coverage area and most branches 
operate well within a seventy-five mile radius. Individual branch volumes range 
from five million dollars annually to under one million dollars annually. 

General administration is centered at head office, together with accounting, 
buying, sales, merchandising, advertising and supervisory administration. All 
branches are on a reporting basis for accounting purposes and the buying 
functions are shared between the head office and branch buyers. 

The company holds the Red & White franchise for all of this area and 
currently operates three major voluntary groups: 


Sor gti at ie a ge el gm A tan SIS PRS 43 units 
MCI IOUT AI es tre eg eR cre pate gen eens 62 units 
TROUT OCONEE Ors oe OR Oke ak te whale sree 55 units 


in addition to these affiliated group stores we provide sales service to approxi- 
mately 4,000 other accounts, consisting of grocery stores, drug stores, restau- 
rants, service stations and institutions. 

Our wholesale branches service accounts by means of a preprinted order 
catalogue for the affiliated stores and sales personnel for the other independent 
accounts. 

Most of our growth in the voluntary groups has taken place during the past 
ten years. We presently have a sixteen man supervisory staff qualified to 
provide both affiliated and other independent grocers with assistance in new 
store construction, remodelling, stock placements, supervision in grocery and 
perishable operations, staff training and selection, stock procurement and 
merchandising. 

We operate a printing and advertising department, whose main efforts are 
directed towards advertising and promotional material for the affiliated groups 
but unaffiliated retailers also make use of the services offered by this depart- 
ment. 

We also provide a retail accounting service at a very nominal cost. We feel 
that this is a most important service for the larger independent. 

Many progressive independent retailers lack the necessary capital for 
expansion either by way of acquiring new stores, new equipment, doing 
renovations etc. and we have over the years provided a good deal of financing 
assistance to such retailers. We currently have approximately 14 million dollars 
in advances to independent operators. In addition to the above services we 
provide a general insurance program and for affiliated members a group life 
insurance program. 

These are all services which are now relatively common with voluntary 
group wholesalers and I mention them only to indicate that we do have these 
services available, at a reasonable cost. All of these services are designed to 
enable the progressive independent retailer to remain competitive in his field, in 
particular chain store competition. 

Because of the multi-level nature of our warehouses expensive mechaniza- 
tion is limited. During the past few years we have made improvements to several 
warehouses by providing more storage and order assembly area. When consid- 
ering the arrangement of our branch warehouses consolidation of sales areas to 
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be serviced by more modern larger warehouses is known by us to be most 
desirable and we will move in this direction as the supply of capital permits. 
Meanwhile we have made improvements to our existing premises and provided 
mechanical equipment wherever possible. Elevator systems are gradually being 
replaced by belt and gravity conveyors. These changes make it easier for the 
warehousemen to handle goods with more efficiency. To further improve output 
we effected a new policy eliminating broken case ordering and under the 
direction of a warehouse supervisor stocks have been aligned for easier assem- 
bly of catalogue orders and_ instructions given for the implementation of 
improved receiving assembly and shipping procedures. 

More frequent ordering of product with a resulting higher turnover of 
warehouse stocks has also helped to alleviate to some extent the problem of 
space so necessary for the placement of many new product lines. 

All of these changes together with improved order forms have helped us 
handle our increasing volume with relatively little change in our ratio of 
warehousing labour costs to sales. 

In 1954 we opened our first fruit and produce division. We now operate 
such facilities at thirteen branches. Volume varies in relation to grocery volume 
with the branches concerned. These departments are part of the main ware- 
house and because of this certain economies can be enjoyed. Grocery salesmen 
cover the outside areas for orders and the department manager concentrates on 
the local accounts. Outside produce deliveries can generally be merged with the 
grocery orders for at least one of the deliveries made during the week. Here 
again the doubling up on sales and delivery coverage for the fruit and produce 
operation has helped to hold any major increase in operating overhead to a 
reasonable level. 

Cash and carry outlets number three only. Two are a part of the main 
warehouse and one a separate building. We have found that cash and carry 
operations in conjunction with the main warehouse are designed to offer 
smaller volume accounts variety and lower price. Not only does the retailer 
benefit but so does the main warehouse benefit by the elimination of a good 
percentage of call accounts, thus greatly reducing disruption of normal order 
assembly. This does not mean that all warehouse locations should incorporate a 
cash and carry outlet as projected volume in many of the smaller localities is 
insufficient and such a move would therefore not be warranted. In addition to 
regular weekly advertised specials the prices offered at the cash and carry 
outlets are approximately two to three percent lower than conventional ex- 
warehouse prices. 

Delivery of orders is accomplished by (1) our own trucks and drivers and 
(2) by contract trucking. Our own trucks are now generally restricted to town 
or city deliveries and contract truckers to outside deliveries. Contract truckers 
are paid a percentage of sales volume carried rather than tonnage. This is not 
only a time saving way of calculating cost, it also provides the contract trucker 
with a “built-in” rate adjustment. Average rates paid to contract truckers run 
1.80 per cent of sales carried. Our average branch delivery cost last year was 
slightly in excess of 1 percent of total recorded sales. 

Our total wholesale personnel numbers 478 compared with 409 in 1960 and 
is made up as follows: 


1966 1960 1966 1960 
Management ........ 38 pag NoPE h Corsair se Moll caaen'y 49 61 
SUperVisoLy "fs 24 16 pi Warehouse... 1. 1 Wy is) 142 
Orca EE Seed, FF. 129 100 DGTIVELY prin ate ee 43 t4 
Casiieee Carry": 6 6 AURAL IIe cmt. om me 22 27 


We have enjoyed a very low rate of turnover. All branches are on the same 
schedule of wages for warehouse and delivery personnel. Sales personnel are on 
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a basic salary plus commission arrangement. Office and supervisory salaries are 
based on an established salary scale subject to adjustment on recommendation 
of manager or department heads. Managers are on a salary and profit share 
arrangement. 

Established salary and wages are comparable with or better than the 
industry average in our area as indicated by a low rate of turnover. Fringe 
benefits presently offered are: Pension, group insurance, forty hour-five day 
week, three weeks vacation after fifteen years service, Christmas bonus—two 
weeks pay and liberal sick leave benefits. 

Warehouse and delivery wages have increased by 12 per cent over the past 
two years. Our group insurance plan was implemented two years ago, a forty 
hour-five day week one year ago and three weeks’ vacation for senior em- 
ployees during the current year. 

I have endeavoured to give you a broad coverage of our operational 
structure, our facilities and services. It may be of little or no importance to you 
in your efforts to find answers to the particular problem with which we are 
concerned. Nevertheless, I feel it will be of some help by enabling you to 
picture our type of operation in conjunction with some of the statistics to be 
presented. 

STATISTICAL INFORMATION: The figures which I have available are based on 
year-end results over the past seven years. As I understand it, information on 
gross margin trends, wage trends, trends of other operating expenses and net 
profit are desirable. 

SALES: Our sales have shown modest increases in the period with 1966 up 4.7 
per cent, 1965 up 5.5 per cent, 1964 up 7.0 per cent, 1963 up 10.5 per cent, 1962 
up 4.7 per cent and 1961 up 11.5 per cent. For the period 1960 to 1966 the total 
of wholesale sales increased by 53.0 per cent. An undetermined portion of the 
sales growth must be credited to increased cost of goods. 

cross: Because of more concentration on group store development during the 
past seven years, sales to group or affiliated stores make up a larger portion of 
the total sales in each of the seven years. These group sales were 30 percent in 
1962 and 45 percent in 1966. The voluntary group store grocery purchases are 
on a cost plus fee arrangement and utilize preprinted order catalogues. This 
arrangement averages 44 to 5 percent mark-up on cost. Regular accounts, that 
is those serviced by sales personnel for smaller orders, average between 7 and 8 
percent gross margin on grocery sales ex-warehouse. 

Delivery is charged on the sales invoice, when applicable, and as no 
accounting adjustment is made there is a beneficial effect on the gross profit. 

Inventory gains are unavoidable in a rising market and are reflected in the 
gross profit results. (We have not succeeded in maintaining an accurate record 
so can only estimate } of 1 percent). Of course, it must be noted that the 
opposite effect is true in a declining market. 

Despite these variable factors, our gross margin results show relatively 
little change in the period under review. Grocery margins are as follows: 


AG) re ee 6.47% Ley ieee 6.63% 
Ws aaa 6.63 NS oh er ae 6.32 
CE eee 6.84 Le ree 7.00 
{G21 RBA P a genres 6.70 


Produce margins are not affected by the variables mentioned in relation to 
grocery with possible exception of delivery charges. They are however, effected 
by market conditions and spoilage. 

Produce margins are as follows: 


OOO GA ucts 12.5% BOON samen 12.3% 
GS pn ea aga 12.6 MOGI ote soe 12.1 
PV O LIS Foret 12.2 16D? Paral . 12.4 
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In the 1959 report of the Royal Commission on price spreads of Food 
Products (Vol. 11—table 9, pg 88) the 1957 gross margin for grocery wholesalers 
was 6.8 percent and for produce wholesalers 12.1 percent. The former declined 
from 1949 to 1957 and the latter increased somewhat. 


Similar trends are evident in our results. 


Average gross margins for all departments are as follows: 


RO GG: nthe tahoe ts 6.97% 106271) Series 7.15% 
PUG We. PS T.12 TIGL 2oEd tere 7.34 
Roos "See ee 7.28 Pd OMe aerate 7.54 
1h Se aaa eta dghss 


NET PROFIT: As a ratio to sales our net profit shows gradual improvement over 
the period to a high of 1.01 percent for 1966. 


Ratios are: 


LIOOGAS Tee. 1.01% PIG ZA ARB ods 0.85% 
POO ha oy ee 0.96 LOU eee ee 1.02 
Gr Seer, ee 0.89 LOGO ee i 1.02 
LO SGees ak natags 0.85 


RETURN ON INVESTMENT: In determining the “return on investments” we take the 
relationship of net profit-after taxes to “net worth” or “shareholders equity” 
with the following results: 


LQG) 43 DAA 14.3% 106 255 2682 & Fs 12.9% 
POG 5.0 TRUS 14.1 LeGilaaseteaih 16.0 
LO arpa Slee 13.2 LOGO aah 19.4 
BR Spatial 12.9 


However, as this does not indicate total investment, we have made adjust- 
ments to the “net worth” base by adding bonded indebtedness and bank loan 
with appropriate adjustment for dividend in lieu of interest. 


In other words, if additional equity financing had been done to offset the 
other loans the “return on investment’? would be substantially less than the 
above percentages. 


The results would be as follows: 


hOGO Hs ate. Ox 8.3% LOB2i. Gia ee 8.6% 
PIGH'=h OR eH 8.5 1SGE OOS 10.0 
EO ee ee 8.3 LCR. eipatnet 10.0 
oS ae oe ee 7.9 


PAYROLL: The trend of salaries and wages in relation to sales and total expense 
may be useful to you in determining the overall effect of such costs on the 
consumer price of food and allied products. The following ratios will show that 
this cost has remained fairly constant in relation to our volume. 


Ratio to Sales 1966 1965 1964 1963 1962 1961 1960 
Warehouse Salaries ..... i i4 1,14 Vul6 4 Deeg he fn a Tala | ieee’ 
Ful ORery ee Ol 2°63 2:67 2.69 YA a 2.62 2.67 


ree NE a re a ees ee eee 


ee eeOvPOls rt ok, aa) G3. 77 TOeAsee er ha 4 oa 78 


a rs ac lt ye 


“Exclusive of fringe benefits. Estimated at 0.20% of sales for 1966. 
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Total payroll shows a dollar increase of 52.0% over the 7 years, and it is 
interesting to note the close relationship between the rate of increase in payroll 
and the rate of increase in sales. 


Payroll Sales 
CTS NBR Rep Oe, oo Re Orn 4.0% 4.7% 
ROT a ee tien ous es ae 4.0 oro 
LIOR 8 RM oe SEN CO as vr 7.0 
TOGA: Pe wa. SER es ORE 539 10.5 
LOGS ees ee Pees ee eae Oa 2.9 4.7 
TOGR OD See, ee Ore eee ote 10.9 ie E 
EES te LOG | dusccounrte geiaccy a tar lanaen Mpeglsiaiaia eh oe 52.0% 53.0% 


We show warehouse salaries separately to substantiate the overall trend 
and also to show a productivity measurement which we term “Sales Output per 


Warehouseman”’. Whse Pe Mien: 
Payroll Sales Warehouseman 
BOG Oy Satna ts ade Maine) 4.8% 4.8% 1.0% 
LOG 9S) REVO PO AL 347 5.5 8.9 
1964. OSA. MBO. 7.9 4.0 38 
POR es Oa A ete 14.6 10.6 4.7 
POGD ONG Ld ROAR ee, 2e0 4.8 O15 
POGH eI AIO RB. PTY 14.5 FEUG 9.4 
Periods ose. SEU. Ns Ot 1 53.0 SPS 


I might say, that this is not a completely accurate measurement, but one 
year with the next it remains fairly consistent, the method by which this is 
derived. 

For this segment of payroll cost the period average shows a cost increase 
substantially higher than “sales output.” The spread would be greater if sales 
were converted to tonnage. 


Total payroll as a percent of total expense is as follows: 


hOGG) ox94e)5 52.0% 1 O16 2, dca one 50.0% 
1965) gaia. ahysie 52.9 LOGI Hil ete s 51... 
196 4.05, ygeh-otir’ 54.0 L960, J cesiene aig 50.0 
LOB fs w seca iors 54.0 


We have confidence in the ability of our men to further increase “output” 
or productivity by employing improved/new methods and through increased 
mechanization of their various functions. 

Over the past seven years we have successfully maintained a reasonable 
relationship between increases in sales, payroll and output thus enabling us to 
continue to operate on a gross margin average which shows a gradual decrease 
from 7.54% to 6.97% or 0.57%. 

Gross Margin 


LOGS iis w athe 6.97% UO G2 ia st id ery? 6 7.15% 
LOGS crkemids.y 1 yAZ LOG oy oye tocrtet 7.34 
LOGS cur sued 7.28 GOB i cv nay seg. 3h 7.54 
LOGS wince. 5 7.15 


Without the sales increases enjoyed over the period the effect of not only 
payroll cost increases but also other expense increases on profits would be very 
evident. Volume and turnover are the two major factors in maintaining our 
level of profits. 
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EXPENSES: A few of the major items have been isolated to show the trend, and 
although expressed as a ratio to sales, you can readily see that there is a 
substantial dollar increase involved. 


Ratio to Sales 1966 1965 1964 1963 1962 1961 1960 
Interest Expense .. .... 0.63% 0.58% 0.53% 0.48% 0.46% 0.44% 0.44% 
Depreciation Expense .. 0.36 0.35 0.35 0.36 0.41 0.40 0.42 
Municipals Daxes .. 52... 0.20 0.19 0.20 0.21 0.20 0.19 0.19 


Transportation or delivery cost is down in relation to volume. Over the period 
the various changes made in our delivery set-up and concentration of volume 
accounts has tended to slow the dollar cost increase and show the following 
trend to total sales: 

Ratio of Delivery to Sales 


Ue i at Gabe 1.03% bles Loy Manpenyyaected ht 6 
AS (03) RRL 1.08 Hee Toya hay Renae hae 1.20 
Orr aa coan 113 ST eee ee 1.30 
LD Oise oe. hee tyeseces |e 


Advertising is a very limited expenditure in our wholesale operation. We 
have determined it is less than Yo of 1% and really, therefore, no comments 
are necessary. 

Most other expenses have increased and I think it is to the credit of the 
food distributor that he has continued to provide a very necessary service 
without increasing his margin on sales to the retail trade. 

The general economy has been a buoyant one these past few years. 
Unemployment has been at a low level and in many families both the husband 
and wife are working. As a result, consumers generally have been spending 
more freely. Buying on credit has been made easier thus adding to the increase 
in the volume of consumer goods moved. 

In the food industry alone fancier packaging, frozen foods of all descrip- 
tions, precooked meals, convenience foods, more glamorous markets and equip- 
ment, added services and convenient parking have become a part of our 
everyday existence in urban areas—and not without added cost. 

We, as service wholesalers, perform an essential service for retailers and 
for the general population. Our activities, as well as those of our contemporary 
wholesale food distributors, in supporting and sponsoring the independent 
merchant serves to provide alert, active competition for the larger retail chain 
stores. This serves the interest of the consumer in keeping pricing close. 

As an industry, we do our job efficiently and more economically than any 
alternative system that has yet been devised and efficient management is re- 
warded by a net profit averaging close to one percent of sales. Competition is 
keen and the immediate concern of management is to maintain profit levels in 
the face of lower margins and increasing costs. 


Co-Chairman Mr. BasrorD: Thank you very much, Mr. Hamm. 


Mr. ALLMAND: Mr. Hamm, how many competitors do you have in the 
wholesale grocery business in the Maritimes? 


Mr. Hamm: In numbers, I do not quite know offhand. I know that a major 
competitor, G. E. Barbour Company Limited, for one, is a major wholesaler in 
the New Brunswick area with five or six warehouse outlets. We have in Nova 
Scotia the IGA distributor, Boland’s Limited, and Halifax Wholesalers Limited 


out of Halifax who are Clover Farm distributors, and in Prince Edward Island 
there is DeBlois Limited. 


Mr. ALLMAND: Do you know what your rank is in the Maritimes so far as 
size goes? 
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Mr. HAmm: So far as our own size is concerned I would say we rank first in 
volume of sales at the wholesale level. 


Mr. ALLMAND: I understand that in Moncton there is a large co-operative 
wholesaler; is that correct? 


Mr. HAmM™: Yes, there is, Maritime Co-Op Services. 
Mr. ALLMAND: Does it do a very big business? 


Mr. Hamm: Let us say they are doing much more business, and they are 
developing supermarket size stores, for example, in Moncton itself. As a matter 
of fact, I should say that there is one opening today in Amherst. 

Mr. ALLMAND: In Nova Scotia there are many co-operative retail stores, are 
there not? 


Mr. HAMM: Yes, quite a few, but to my knowledge they are not all 
associated with this Maritime Co-Op Services in Moncton. Many of them are 
just a co-operative group in the smaller towns and villages, and they have their 
own elected boards. 

Mr. ALLMAND: Do you sell to any co-operative stores? 

Mr. HAMM: Yes, we do, although not as much as we might like to, perhaps. 

Mr. ALLMAND: Do you have any premium stamp organizations within your 
company? 

Mr. Hamm: No, we do not. 

Mr. ALLMAND: I notice that you have three voluntary groups of stores. 

Mr. HAMM: Yes. 

Mr. ALLMAND: Do they have stamps? 


Mr. Hamm: No, there are no stamps in use by any of our accounts, either 
affiliated or non-affiliated, to the best of my knowledge, unless there are a few 
of the considerably smaller stores of less than supermarket size that may have 
picked them up from companies that were putting them out—say, service 
stations. There are a few service stations and accounts such as that which do 
handle them. 


Mr. ALLMAND: I think you are the first witness directly from the Maritimes. 
Are stamps used very much in the food retailing business in the Maritimes? 


Mr. Hamm: Stamps are limited to one distributor within an affiliated 
group, and that is Boland’s, an IGA distributor out of Dartmouth. They have a 
group—I believe the number is in the neighbourhood of 50-odd stores. To the 
best of my knowledge not all of these stores participate in the stamp program, 
but the majority do. 


Mr. ALLMAND: And have the stores that are voluntarily associated with 
your organization and who do not use stamps felt that they suffer any 
competitive loss because these IGA stores are using stamps? Since the stamps 
have been introduced in the IGA stores has their business fallen off? I am 
asking you about the stores associated with your group. I ask this question, sir, 
because other chain stores that have been here have said that they just had to 
use stamps because their competitors use them, and that if they did not use 
them they would almost go out of business. 


Mr. Hamm: There are very many of our locations that I could name that 
would fall into that particular category; not that they would go out of business 
necessarily, but I do feel that in an area where we have a store, the store using 
stamps does have a definite advantage in that they, shall we say, provide the 
customer with an incentive to continue in order to enjoy that stamp program. 
She becomes a captive customer, to some degree. 


Mr. ALLMAND: Then, you think that the stores that have stamps make their 
customers more or less captive? 
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Mr. Hamm: I used the word “captive” in the sense that I think any 
consumer who is saving stamps, or who gets started on saving stamps, will want 
to continue, and consequently she would continue to trade with that particular 
store. 

Mr. ALLMAND: As a result, is your organization considering suggesting to its 
retail associates that they use them? 

Mr. Hamm: We have had this come back from a few of our own 
independent affiliated stores, yes. We have investigated it on more than one 
occasion. In fact, as recently as within the past six months we have examined 
the possibilities of a stamp program, but we have not recommended its use to 
our stores—well, we just have not. 

Mr. ALLMAND: Do your stores use other gimmicks to promote sales? 

Mr. HAMM: Yes. 

Co-Chairman Senator CROLL: Why did you not recommend stamps? Is it 
the cost? 

Mr. Hamm: There is one point, I think, that with stamps—some of the 
members of our major group, the Save-Easy Stores, were originally involved 
with stamps, and they dropped out of that program and joined our program. 
One of their main reasons was that stamps were proving to be fairly costly for 
them. Because of this we have tended to stay away from stamps. It has been the 
policy of our company, in any case, right from the beginning of our program to 
concentrate on low prices, and we did stay with this policy of a low price image 
until it reached the point where low price plus promotions and stamps were, in 
effect, the competition. This is what more or less has pushed us into the 
promotional type of gimmick, if you wish. We have provided our major 
group—our Save-Easy group—with two promotions during this past year. I 
think one of the advantages of these promotions is that normally they run for a 
13-week period. If they do not prove to be beneficial volume-wise then at least 
the cost factor is off at the end of 13 weeks, and it can be spread more evenly 
Over the year. 

Mr. ALLMAND: Briefly, what are these two promotions that you have in 
your organizations? 

Mr. HamMM: Well, this past year we had what we call “Pay Cheque’’. That 
was about six months ago. I do not know what name this type of promotion 
might be given in this market area, but I know it was in common use in many 
areas of Canada. It is the type of thing where you have two sections of a 
cheque, so to speak, which must be matched. 

Mr. ALLMAND: It was a sort of a contest? 

Mr. Hamm: Yes, a type of contest. 

Co-Chairman Senator Crotu: Mr. Allmand, may I have one minute? You 
were talking about stamps, Mr. Hamm. The Federal Trade Commission of the 
United States yesterday completed a study of costs, with particular emphasis on 
bread and milk, and I would like your comment on this note that I shall read: 

It took note of some of the food buying boycotts that have recently 
broken out across the country. 

This “growing consumer resistance,” the agency said, may result 
in intensified price competition, such as the use of trading stamps, 
that has substantially raised retail distribution costs over the last decade. 

That was their finding as of yesterday or the day before, after a long study. 

Mr. Hamm: That it has substantially increased the cost of — 


Co-chairman Senator CrotL: Stamps have increased the cost of retail 
distribution. 
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Mr. Hamm: Distribution. 
Co-chairman Senator CROLL: Do you agree with that? 


Mr. HAMM: Well, it is very difficult, not having factual experience of our 
own in it. I think about all that I could really say on that is that most stores do 
have a promotional amount which they use for promotional purposes and that if 
they restrict themselves to this promotional budget or advertising budget and 
use stamps and remain within that cost, I suppose looking at it from the 
retailers standpoint it does not in effect have an appreciable effect on the final 
cost of the goods they are carrying. 


Mr. ALLMAND: Where do you buy most of your food products, in the 
Maritimes, or Upper Canada? 


Mr. HAMM: Would you be a bit more specific when you say food products. 
Mr. ALLMAND: Fruits and vegetables. 


Mr. Hamm: Fruits and vegetables. I do have a few brief comments on that 
particular part of our operation. I would say that most of ours is imported, as 
far as the Maritimes is concerned. From the United States we do have quite a 
bit of produce coming in from the Boston market area, and in season, of course, 
coming in from the Ontario market, and the local product as well is in 
distribution. 


Mr. ALLMAND: And with regard to canned foods, do you have many canners 
in the Maritimes? 


Mr. HAmm: A fair number I would say. Mr. Milton might answer that. 


Mr. R. A. Milton, Vice-President, Merchandising, Atlantic Wholesalers Limited: 
Vegetables and apple products mainly. 


Mr. ALLMAND: I am on the transport committee and I hear about the high 
cost of transportation in the Maritimes which enters into cost. Do you find this 
difficult? 


Mr. Mitton: It is expensive. It costs a fair amount to get canned goods 
from Ontario factories to the Maritimes, yes. 


Mr. ALLMAND: Do you bring in a good percentage from Ontario? 
Mr. HAMM: Yes. 


Mr. ALLMAND: My last question is, do you have much difficulty, say, with 
the size of food containers, various sizes of packages and cans? Do you find this 
annoying—would you prefer more standardized packaging? 


Mr. Hamm: I think the answer to that is that Canadian Grocery Dis- 
tributors Institute, as well as Canadian Grocery Product Manufacturers As- 
sociation, have devoted, I think, considerable time to this very problem in an 
attempt to improve it. 

Mr. ALLMAND: What about your position in the Maritimes, are you pressing 


for more standardization, do you approve of fewer types of sizes of packages 
and more standardized packages? 


Mr. Hamm: When you speak of packages to me as a distributor you are in 
fact speaking of cartons rather than the individual package. 


Mr. ALLMAND: You have voluntary groups associated with you? 
Mr. HAm™M: Well, yes, from the retail— 


Mr. ALLMAND: What is their reaction in regard to sizes of packages, cans 
and bottles, and so forth, have they expressed a desire to have fewer and 
simpler packaging? 

Mr. MILTON: I cannot say that they have expressed too much desire for 
fewer sizes; but space is a real problem with both wholesale and retail 
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operators, and with the number of new products coming on the market and 
the variety of sizes and colours, and size of packages, there is no question it isa 
real problem. 

Mr. ALLMAND: Therefore you say it is a real problem. Do you and the 
groups affiliated with you prefer a more simplified system or more standardized 
system? Would you like legislation in this respect? They have just passed a bill 
in the United States with respect to standardization of packaging, and so on. 
Would you like something like that? 

Mr. MILTON: The bill they passed, if I am not mistaken, has to do with odd 
fractions of ounces, and that sort of thing. 

Mr. ALLMAND: I have that in mind, too. 

Mr. MILTON: Oh, in certain categories of products I feel we have far too 
many sizes, yes; but it is hard to generalize on it because in one category you 
might require more sizes than in another, but there is no question in my mind 
we do have too many sizes. 

Mr. ALLMAND: You feel you do have too many sizes? 

Mr. MILTON: Yes. 

Mr. ALLMAND: I have a few other questions, Mr. Chairman. Perhaps you 
could put me at the bottom of the list. 

Co-Chairman Mr. BASForD: Mr. McCutcheon? 

Mr. McCutTcHEON: Thank you, Mr. Chairman. Mr. Hamm, on page 3 of the 
brief—this is just a matter for clarification—you indicate a financial interest in 
your affiliated stores—and the brief goes on to explain that you currently have 
approximately $14 million in advances to independent operators. Is this cash 
or product on consignment? 

Mr. Hamm: Not really either one in itself. It involves financial assistance, 
and generally speaking equipment and stock would be the major amounts, and 
amounts of assistance would be given to the smaller merchants doing renova- 
tions, possibly renewing their store front, or realigning the front of the store, 
adding possibly a few more islands, or to add a piece of equipment for which 
they are not able to produce cash at that time. It is not strictly in inventory and 
it is not strictly in equipment, and some of it as well, the smallest portion I 
would say, is for people whose accounts have gone into arrears and wish to start 
out on a long term afresh to keep their obligation current. 

Mr. McCuTcHEON: What type of agreement do you have, or do you have an 
agreement, with these affiliates? 

Mr. MANpDZzIUK: Mr. Chairman, may I ask a supplementary question first? 
Is this on your books as an investment? Do you hold a mortgage on this 
equipment or how do you deal with your borrower? 

Mr. HAMM: Well, sir, in the case of a new market, say, which could involve 
inventory, a stock and inventory layout of $75,000, the retailer would find a 
portion of that, generally speaking, a smaller portion, and in advancing this 
money we would take the normal business procedure of obtaining a chattel 
mortgage on the stock and fixtures. 

Mr. MANDzIUK: But it would be an investment so far your books are 
concerned. 

Mr. Hamm: It would have to be shown on the assets side of the ledger, yes, 
of the balance sheet, definitely as an investment. 

Mr. McCutTcHEon: Do any food corporations of any description own shares 
in your concern? 

Mr. HAMM: Well, yes, I would think. I have no doubt there are a few on 
our list of shareholders. I do not have that information readily available. I could 
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not name any right off, but I know there are at least one or two—lI feel quite 
certain that are on the list as shareholders of the company. 

Mr. McCutTcHEON: Do you have any affiliation in any way with any large 
wholesalers in Canada? 

Mr. HAMM: We have an affiliation through our Red and White association, 
with Foodwide of Canada, yes, in association with other Red and White 
wholesalers. 

Mr. McCutTcHEeon: In other works, you do joint buying with them to 
strengthen further your position to buy as cheaply as you can? 

Mr. HAmMmM: Yes, I would say that is correct. 

Mr. McCuTcHEOoNn: How do you buy produce in Ontario? 

Mr. Hamm: I am not too sure. 

Mr. Mitton: There are brokers in the business. We deal mainly through 
brokers rather than directly with growers or producers, as far as Ontario is 
concerned. 

Mr. McCutTcHEON: Would most of them be centred in the Toronto area, for 
example? 

Mr. Mitton: That is something I cannot answer and I am sorry to say that 
produce is the part of our operation that I am least familiar with, and we did 
not bring our produce man with us. I do not know where they are located. 

Mr. McCutTcuHeEon: The bulk of it is done through brokerage? 

Mr. MILTON: Yes, I think it is. We buy a lot of peaches in season, and 
strawberries and carrots and onions. 

Mr. McCuTcHEOoNn: Does a large percentage of your product come from the 
Boston market? 

Mr. Hamm: That is correct. 

Mr. McCuTcHEON: Would you care to comment—this is a hypothetical 
question—are food prices on the average higher or lower in the Maritimes than 
in the rest of Canada? 

Mr. Hamm: I agree, sir, that it is a hypothetical question. It had occurred to 
me that perhaps we would have been well advised to make a survey of some 
of the stores here. Perhaps it would have given us a better idea. Speaking 
for our own stores, certain products are certainly higher, but many are com- 
parable. Whether the reason is one of initial cost or of taking a lower gross 
margin and less profit, it would be difficult for me to say. 

Mr. McCutTcHEON: It is many years since I have been in the Maritimes. 
What would be the penetration of chain stores through the area? 

Mr. Hamm: I would hesitate to say just what the penetration is. Perhaps a 
recent issue of the Canadian Grocer has this information. According to the 1965 
report put out by the Canadian Grocer, the chain stores versus group stores, the 
percentage of total was 26.8; group stores 22.5; and the balance in unaffiliated 
independents, 50.7 per cent. I cannot really say whether that is increasing or 
whether it has levelled off or is on the decline. I would only express my hope 
that it is on the decline. 

Mr. McCutTcHeEon: Mr. Chairman, would it be possible for our committee to 
have figures from the D.B.S. or some such source at a given time of retail 
grocery prices in the Maritime area as compared to grocery items in the rest of 
Canada? 

Co-Chairman Mr. BASFORD: Yes, we can obtain that from D.B.S. 

Mr. McCutTcHEon: It seems to me that there is one feature that is coming 
out here this morning, that the penetration of the supermarket in the Maritimes 
is not as complete as it is in other parts of Canada. We are trying to find out 

25016—23 


760 JOINT COMMITTEE 


what is causing the high cost of living and I think that might be helpful to us in 
making up our report. 

Co-Chairman Mr. BasrorpD: Yes. When the D.B.S. was in front of us they 
did not go into regional differences but they were prepared to do so and we can 
obtain that information. 

Mr. McCutTcuHeEon: In my opinion, that might be helpful. 

Co-Chairman Mr. BASForD: Yes. Dr. James has noted that. 

Senator CARTER: Mr. Hamm, on page 1 of your brief you say that you 
service the Maritime provinces, “excluding Cape Breton’. Is there any special 
reason for excluding Cape Breton? 

Mr. Hamm: No, we really do not have anything against Cape Breton. There 
is another Red & White distributor in the Cape Breton area—that is one reason. 
I think the name is L. H. Chernin Limited. They are also associated with 
Foodwise Limited. Their location is at Glace Bay. Any person from Cape Breton 
here could probably pinpoint it in the Cape Breton area. We have never gone 
beyond Port Hawkesbury area. We have one account in Port Hawkesbury. That 
is all. 


Senator CARTER: You do not service any stores in Newfoundland at all? 
Mr. Hamm: No. 


Senator CARTER: You have given your statistics mainly in percentage of 
sales, and I think you indicate that you have a substantial increase every year, 
adding up to a 50 per cent increase over five years? 


Mr. Hamm: That is correct. 
Senator CARTER: Could you give us your gross sales for last year? 
Mr. Hamm: Yes, I think that this information has been fairly accurately 


forecast anyway by more than one interested party. Our volume this past year 
was $53 million. In 1960 our volume was $35 million. 


Senator CARTER: This is practically all grocery commodities, or retail items 
that are sold in grocery stores? 


Mr. Hamm: That is correct. 


Senator CARTER: Do you manufacture or do you have any private label 
brands for your clients? 


Mr. HAMM: We have a very limited number of private label items, some of 
which are for general use. By that I mean that they can be purchased for use in 
a Store that is not affiliated. Others, by the nature of the name, are restricted to 
use in group stores. Would it be of interest to you to know what particular 
types of items we deal with in private labels? 


Senator CARTER: It might be of interest to mention a few samples. I am 
interested chiefly in your percentage of sales. 

Mr. Hamm: In these items? 

Senator CARTER: Yes, and the percentage of total sales, as represented by 
these items. 


Mr. Hamm: It is a very small percentage and it must be estimated, as we 
do not have any accurate information on it. The estimate which we consider 
would cover it is between 1 per cent and 14 per cent of sales. It is a very 
small figure. 

Senator CARTER: Have you a program of promotion in these private lines? 

Mr. Hamm: Through our sales force. 


Senator Carter: Is that 1 per cent increasing or has it levelled off for a 
number of years? 
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Mr. Hamm: It has been increasing, if you relate it as a percentage of sales, 
because the sales themselves have been increasing, the dollar amount has gone 
up. I have not mentioned the items yet. There is ‘““Valu-Pak” which we use for 
dried fruits and nuts. Then we have, in molasses, a brand called “Silver Seal’’. 
We have Sun Spun salad dressing and powdered milk. That is for general use. 
For the group store, we use “Save Easy” instant coffee, peanut butter, evaporat- 
ed milk, tea bags. We have Red & White instant coffee and peanut butter. That 
is the extent. 

Co-Chairman Senator CROLL: May I ask one question? Are these private 
brands of yours comparable to the national brands in quality? 

Mr. Hamm: I would say they are, sir. 

Co-Chairman Senator CROLL: How are they in price compared to national 
brands? 

Mr. MiLTon: This case price is not broken down into units. 

Co-Chairman Senator CROLL: Take a minute and break it down into units, 
then. You do not have to be exact, but I would like to know if it is half the 
price, for example. 

Mr. MILTON: No, it is more than half the price. Taking peanut butter as an 
example, our private label is 32 against 41 for an advertised brand. 

Co-Chairman Senator CROLL: Would that be about the same thing across 
the board for all the others? 

Mr. MILTON: Roughly, yes. 

Co-Chairman Senator CROLL: Roughly. Well, IGA told us they had 10 per 
cent in private brands; Western Grocers said they had 7% per cent in private 
brands, and they said it was comparable or about the same sort of price. How 
do you explain that you have one to 14 per cent in private brands where you 
are giving comparable value—and I am sure you are right—for about 30 per 
cent off? That is, 30 per cent less than the national brand? If I remember my 
Bluenose Maritimers, they watch a penny pretty carefully. 

Mr. Mitton: I would have to say, in all honesty, that we have possibly been 
a little bit slow in developing private brands. Private brands have just been 
coming to the fore with all these people within just the last couple of years, and 
we may have been dragging our feet just a little. We have been giving it a lot 
more thought lately, but up until fairly recently we have found it rather 
difficult to develop private labels in the face of the heavy promotional activity 
on nationally advertised brands. 

I can see where a retail chain organization could do a much better job 
on them than we can on our type of operation. We are dealing with independ- 
ents who own all their own stores. 

Co-Chairman Senator CroLL: I compared you with independents. IGA and 
Western are independents. They are in the same type of business that you are in. 

Mr. MILTON: I will have to go back, then, and say that we plan to get into 
more. 

Mr. UrRiE: Mr. Chairman, I would like to ask a question: is the difference in 
the ultimate cost to the consumer explained solely on the lower distribution and 
lower promotional costs involved in your private labels as opposed to the 
national brands? 

Mr. MILTON: I would think so. It should be a so-called stripped down cost 
without any advertising expense or selling expense assessed against it. 

Mr. UriE: Thank you, sir. 

Senator CARTER: Mr. Hamm, you have some 4,000 accounts, I think, in little 
shops, and then you have a number of units: Save-easy, 43 units, Lucky Dollar, 
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62 units, and Red & White, 55 units. Do you provide services to all of these 
groups? 

Mr. Hamm: To the groups? 

Senator CARTER: Yes. These are your group stores, group outlets. 


Mr. HAmm: Yes. We do. 

Senator CARTER: Now, do you assist them with pricing? Do you help them 
determine their retail prices? 

Mr. Hamm: These group stores utilize a pre-printed order catalogue. We do 
show in that catalogue a suggested retail price only. I should say we show a 
suggested shelf price for their guidance. We do this because we have found 
that many of them are quite out of touch, in a sense, and not able, because of 
the press of business, to keep up with the general movement in costs and the 
maintaining of prices, and it is a considerable asset to them to have this guide. 

Senator CARTER: In your own operation, when you are determining your 
own mark-up, I do not think you told us in your brief, or I may have missed it, 
but did you give any figures about your own mark-up? 

Mr. Hamm: I mentioned that our affiliated stores, or stores buying on 
so-called cost-plus fee arrangements, and this is from the accounting informa- 
tion which we have, give an average return from these accounts of just over 43 
per cent. 

For the general trade I believe the figure I have used is between 7 and 8 
per cent. That is more of an estimate, actually, than the other one, but it is 
reasonably close and is related to our overall results. 

Senator CARTER: Do I understand that you are saying that your average 
mark-up would be 7 or 8 per cent? Is that a correct interpretation? 

Mr. Hamm: No. Just the general store volume, those unaffiliated stores. 
Shall we say these 4,000 odd accounts that we have mentioned are sold on a 
somewhat higher level. 

Co-Chairman Mr. BasrorD: Excuse me, Senator Carter. The Committee will 
have to excuse me for a moment. I have to leave. I am sure it will be some 
pleasure to you, Mr. Hamm, to know that I have to go to another committee to 
be a witness myself. 

Mr. Hamm: You have my deepest sympathy, sir. 

Excuse me, senator, but did I give you the impression that these larger 
groups were paying more than 7 to 8 per cent? 

Senator CarTER: Yes. I was trying to find out what your average mark-up 
was, either overall average or average on commodities, whichever would be 
more convenient for you to give us. 

Mr. Hamm: The overall average is recorded in the brief at page 7. The 
grocery margins, overall, averaged 6.47 per cent for 1966 as compared with 7.0 
per cent in 1960. 

Senator CarTER: I probably did not understand your definition of margin. 
Now, in determining your mark-up, what factors do you take into account and 
how do you weigh each factor relative to every other factor? How many factors 
do you take into consideration? And I would suggest that one factor, for 
example, is that you have got to meet certain overhead expenses; you have to 
have certain returns to cover what you have paid out; you have your operating 
expenses; you have your labour costs and so on and so forth. 

How do you weigh each one? Do you have a formula or just how do you 
spread this cost, this mark-up, over many different commodities? I take it that 
you do not have a straight percentage mark-up on each item? 

Mr. MILTON: Yes, we do. 
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Senator CARTER: Oh! You do have a separate percentage mark-up on each 
item? 

Mr. MILTON: Yes. 

Mr. HAMM: From there on I think you would probably have to say that 
competition does have an effect on those prices, to a certain extent. On some of 
the items, at any rate. 

Senator CarTER: I think you told the Committee something new on page 5. 
At least, I have not come across what you say there in any previous brief, and I 
am referring to the arrangement you say you have with contract truckers. You 
say that you pay these truckers a percentage on the sales volume of what they 
deliver. That is right, is it? 

Mr. Hamm: Yes, that is correct. 

Senator CARTER: Does this put your trucker in the position of being a 
part-time salesman? Obviously, the more you sell the more he carries. 

Mr. Hamm: No. Not really. It was intended initially to eliminate what we 
considered a fairly heavy workload at the branch office level. That is, we 
determine the tonnage so as to pay most of the truckers so much per hundred- 
weight. In breaking down their loads, then, in tonnage to determine their 
payment, it involved a considerable amount of work. Through analysis of the 
matter and through discussions with some of these contract truckers, we were 
able to arrive at a figure of 1.8 per cent. That is what it is now. 1.8 per cent of 
sales is considered a reasonable return for the contract trucker’s delivery of the 
goods. 

In other words, if the assembled load for 6 accounts, for example, totalled 
$10,000 in sales value, it is a very simple matter for us to add up the sales slips 
and take 1.8 per cent of that, and that is what a trucker would be paid. 

Senator CARTER: Yes, but he has an incentive to help you sell your goods, 
has he not, because the more you sell the more he carries? 

Mr. MI.Lton: No. 

Mr. HAMM: He has nothing to do with selling. We are primarily interested 
in his making the deliveries as fast and efficiently as he can, and we have found 
that this does have a tendency to move the goods along a little faster. 

Senator CARTER: Does it not encourage him to get people to buy from you 
so he can get another load? 

Mr. Hamm: No. 

Senator CARTER: On page 10 of your brief you have a table which is meant 
to be some indication of the efficiency of sales per warehouseman. That is meant 
to indicate the efficiency per man. There are some very wide fluctuations there 
from .5 per cent to 9 per cent. 

Mr. Hamm: Yes, this is true. It shows up with rather a swing in that 
measurement—in the percentage measurement. I may possibly have a dollar 
calculation for that. 

Senator CARTER: How would you explain that wide diversion? 

Mr. Hamm: Well, about the only explanation I can give is the rise and fall 
in the amount of output per man or in the amount of goods handled per man in 
any one particular year. This is not an entirely accurate forecast of productivi- 
ty. It is extremely difficult at some branches to average out the man-hours used. 
We generally take it off semi-annually for our own guidance to see whether a 
branch has shown some improvement in its output. If they maintain a ware- 
house staff of four, both last year and this year, and the volume goes up 10 per 
cent, there should be a relative increase in output. 

Senator CARTER: You have not reduced it to tons per man-hour? 
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Mr. HAmM™: No, we have not. 

Senator CARTER: Other witnesses have given statistics in those terms. 

Co-Chairman Senator CROLL: Mr. Mandziuk. 

Mr. MANDZIUK: I would like to ask the witness how many middlemen there 
are dealing with a product from the time it leaves the producer until it lands on 
the retailer’s shelf. I have in mind, as an example, anything you get from 
Ontario—canned tomatoes, peaches or pears. How many middlemen are there 
before it reaches the retailer? The committee realizes that everyone who 
handles the product has to make a profit so as to be paid for his services. What 
we are seeking is the culprit who makes the most. The more middlemen there 
are the higher the price to the consumer will be, and as we know, what the 
consumer pays has no relationship to what the producer gets for his product. 
Would you mind naming these middlemen, and then I shall have another 
question following that. 

Mr. Hamm: You are not referring to fresh fruits, are you? 

Mr. MANDZzIUK: No, canned. 

Mr. Mitton: To the best of my knowledge the canned peaches go from the 
grower or producer to the canner, and then from the canner to ourselves and 
from ourselves to the retailer and from the retailer to the consumer. 

Mr. MANDZIUK: You are leaving out the carrier, aren’t you? What about the 
trucker? That adds to the cost, doesn’t it? 

Mr. MILTON: That affects the cost, yes. I have never regarded the carrier as 
being a middleman, but I suppose it does contribute to the cost. 

Mr. MANDZIUK: You also speak of dealing through a broker. That is another 
middleman. 

Mr. MILTON: Yes, but not for canned peaches. 

Mr. MANDZIUK: Well, what about tomatoes? 

Mr. MiLton: Probably on tomatoes, yes. 

Mr. MANpDzIuK: Am I right in assuming that if the markup to the first 
middleman, the processor, is 5 per cent, and this follows right through to the 
retailer and is added on to the cost at a higher figure until it eventually reaches 
the retailer’s shelf, it becomes fairly high? 

Mr. MILTON: Yes. 

Mr. MANDZIUK: Do you handle meats or meat products? 

Mr. Miuton: No. 

Mr. MANDZIUK: You would be aware of the fact that processors in meats do 
not distribute their products to the wholesaler—they do it direct? 

Mr. MILTON: Yes. 


Mr. MANDZIUK: There is only one middleman there. We will have to ask the 
meat packers about that—it may be that they are the real culprits. But the 
number of handlers is a cause of it, in your opinion, is it not? 

Mr. Mitton: I think it has to be, but I don’t see how they can be 
eliminated. For example, going back to fresh tomatoes, we could not hope to 
deal directly with the tomato growers in Ontario. There has to be some central 
sales agency of some kind to make contact with buyers across Canada. 

Mr. MANpDzIuK: I am not trying to blame you, but I am trying to find out 
how many people handle this product. Would you not eliminate some of them if 
you handled more local products? 

Mr. MILTON: No, in most cases we buy directly from a canner or processor 
or manufacturer. In the case of canned fruits or vegetables or juices, as I 
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outlined at the start, they go from the grower to the canner to ourselves to the 
retailer to the consumer. 


Mr. Manpziuk: Now, for another question: Are there new products appear- 
ing on the market all the time? 


Ma. dVIIL TONS Yess 


Mr. MANDZIUK: All right; it is the processor that cooks them up or makes 
them up? 


Mr. MILTon: It certainly is not us. 

Mr. MANDZIUK: What incentive does he give you to promote that product? 
Does he give you any incentive in price, and do you pass that on? 

Mr. MILTON: Sometimes they do. 

Mr. MANDZIUK: Any examples? 


Mr. MILTON: Yes. I think there was a new cereal product came on the 
market not so long ago, and if I am not mistaken it carried 50 cents a case, 
which was what they call an introductory allowance. We passed that on to the 
retailer. 


Mr. MANDZIUK: Did he pass it on to the consumer? 
Mr. Mitton: I don’t know. He could have and he should have. 


Mr. MANbDzIuK: Another question: You see a lot of detergents and the price 
on the box says reduced by 15 cents, 27 cents, 12 cents, 9 cents, etc. What is the 
idea of this? They have a suggested price, I suppose. Is this supposed to be an 
incentive or what is the object of it? ; 


Mr. MILTON: Well, I would prefer not to speak on behalf of the manufac- 
turers on that. 


Mr. MANpZIuK: It is the manufacturer who stamps this reduction showing a 
certain amount? 


Mr. MILTON: Yes. 

Co-Chairman Senator CROLL: I suppose Mr. Mandziuk would like to know 
what it means to you, Mr. Milton. You are a consumer—an intelligent consum- 
er. What does it mean to you? When we know that we will know what it means 
to the poor lady who comes in behind these romantic shelves. What does it 
mean to you? 

Mr. MANDZIUK: Take Fab, for example. 

Mr. MILTON: Well, to me personally it does not mean very much. 

Mr. MANDZIUK: You get if for that much less too? 

Mr. MILTON: Yes, if there is 24 cents a jar off Instant Coffee, for example, 
our cost is reduced accordingly and this is passed on to the retailer and then 
passed on to the consumer. 

Mr. MANDZIUK: I have another more or less supplementary question. If, for 
example, a producer gets $100 for a quantity of tomatoes, and after everyone 
gets his fingers into the process from the producer to the consumer, what is this 
$100 worth of tomatoes worth at that stage? 

Mr. MILTon: I could not answer that offhand. 

Mr. MANDZIUK: It could be figured out, could it not? 

Mr. MILTON: Yes. 

Mr. MANbDzIuK: Could you get that for the committee? 

Mr. MILTON: Yes. 

Mr. MANDZIUK: Take tomatoes, as an example. 

Mr. MILTon: In what final form, fresh tomatoes, do you mean? 

Mr. MANDZIUK: No, canned. 
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Mr. Mitton: I could not give you those figures. You will have to ask the 
canner. 

Mr. MANDZIUK: You will have to ask the canner; you will have to ask the 
distributor—like yourself? 


Mr. MILTON: Yes. 

Mr. Manpziux: And the retailer? 

Mr. MILTON: Yes. 

Mr. MANpziukK: And the broker, and the carrier—the trucker. 


Co-Chairman Senator CROLL: We are going to have Heinz here next week, 
the canners the week after, and the packers the week after that; and we are 
going to do a lot of addition ourselves. 


Mr. MANDZIUK: You allow 5 per cent profit to the processor, and you add on 
DS per cent profit, but you do not add it on to the same figure as the processor 
does, so it looks small, but 5 and 5 and 5 is always added on; it is just like 
compound interest, and in the final analysis, percentagewise, that gets pretty 
high. 

Co-Chairman Senator CROLL: Senator O’Leary? 

Senator O’LEARY (Antigonish-Guysborough): Thank you, Mr. Chairman. 


My first question concerns subsidiaries and return on investment, and I 
think I will leave that to Mr. Urie; he will probably want to question on that. 


I wanted to make a comment for the record, first, with respect to a question 
Mr. Allmand asked in connection with the Maritime Co-Operative Services in 
Moncton and the co-op retail outlets. I think you would agree that most of the 
major co-operative retail outlets are members of the Maritime Co-Operative 
Services. I realize they also purchase supplies from independent wholesalers—is 
that not correct? 


Mr. Hamm: Yes, that would be correct, sir. 


Senator O’LEARY (Antigonish-Guysborough): The cash and carry outlets 
that you referred to, where they receive a 2 to 3 per cent discount, do they pick 
up these goods at your warehouses, or do you have delivery for them—are they 
in the immediate area? 


Mr. Hamm: For the most part they are in the immediate area, and they call 
and pick up their own orders and pass through the check-out, so to speak. It is 
more like a check-out service at the wholesale level. 


Co-Chairman Senator CROLL: No retail? 
Mr. Hamm: No, it is strictly for retail accounts. 


Senator O’LEaRY (Antigonish-Guysborough): In the cases where you have 
done some financing for your outlets, in recent years—we will say, over the past 
three or four years—has there been a number of failures with respect to these 
that you have financed, that you have had to take over? 


Mr. Hamm: Yes, we have had a few. 
Senator O’LgEary (Antigonish-Guysborough) : You have had a few? 
Mr. Hamm: Yes. 


Senator O’LEarRy (Antigonish-Guysborough): Would you consider the num- 
ber large that had been going in recent years, or have they been remaining 
about the same as in previous years? 


Mr. HAMM: No, in effect, we have been placed in a position of taking over 
accounts such as Save-Easy stores, particularly, the major group where the 
bulk of the financing would be involved. It would be three stores in the last 
four years. 
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Senator O’LEaARY (Antigonish-Guysborough): This would be about average, 
then? 

Mr. Hamm: We know that some are having difficulties and over a period of 
time it is hoped these difficulties would be overcome, and there is no reason for 
us to become involved in taking them over. 

Senator O’LEARY (Antigonish-Guysborough): I think it was Mr. 
McCutcheon who asked a question with respect to the cost of your landed 
goods—for example, that you bring in from Ontario—the cost to the Maritimes. 
You said, and correctly so, that there was an increased cost here, and the only 
way you could absorb this was in a lower net margin because it was an increase 
in your expenditures. I know he was trying to compare, for example, whether 
or not the consumer, as a result, paid more in the Maritimes for his food 
products than he did in Ontario. I think you explained it pretty well, but I 
would suggest, if I may, you were referring basically to a considerable line of 
packaged, canned goods, and so on, that are imported from Ontario. I believe 
you will find they sell for a lesser price in Ontario stores, here in Ottawa— 
though Ottawa is not a very good example. 

As a Nova Scotian, I can tell you that prices compare quite favourably in 
places in Nova Scotia with prices in the City of Ottawa. Although I realize, and 
you pointed out, that your advertising, one-tenth of 1 per cent, was rather an 
insignificant figure when compared to some of those that have been presented to 
us by other witnesses, I just wondered if you would mention briefly the type of 
service you offered in this advertising to your affiliates or independents who are 
purchasing from you. Would this be paying for a portion of their advertising 
costs, for example, in newspaper, radio or television? 

Mr. Hamm: No, I am sorry if there has been perhaps some misunderstand- 
ing. The comment I made was related primarily to any advertising by us as a 
wholesale house. 

Senator O’LEARY (Antigonish-Guysborough): Not for any of your affiliates? 

Mr. HAmmM: No, not the advertising program on an affiliated basis. 

Senator O’LEARY (Antigonish-Guysborough): I do not know what you 
mean by “general insurance program’’. I know the group insurance, but what 
about the “general insurance program’’? 

Mr. Hamm: Generally all, but excluding life—that is, fire and theft, and 
public liability insurance we make available to our stores. In fact, we recom- 
mend that they do buy insurance through us in order to keep themselves 
properly covered, because we do endeavour to watch particularly the major 
stores and see they are maintaining proper coverage. 

Senator O’LEARY (Antigonish-Guysborough): But you are not in the insur- 
ance business as such? 

Mr. Hamm: No. 

Senator O’LEARY (Antigonish-Guysborough): Senator Carter inquired 
about warehousing, and I want to take this specific case of the warehousemen. 
We have had some startling figures here from some previous companies with 
respect to what was indicated by them as a major increase in wages to 
warehousemen in recent years. According to the figures you supplied here, there 
seems to be a fair consistency in relation to your sales and your wages by your 
volume, and, I must say, you are very honest in the way you present this, that 
your increase in sales has taken care of your almost corresponding increase in 
expenses. 

Mr. HAmMm: That is correct, on a ratio basis. 

Senator O’LEARY (Antigonish-Guysborough): So you would not single out 
and say, in your instance, the warehouseman, by comparison with others in 
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your employ—that his wages had gone up much more than any of the other 
groups in recent years? 


Mr. Hamm: You are referring to other groups within our own company? 


Senator O’LEARY (Antigonish-Guysborough): No, the other witnesses that 
we have heard. 


Co-Chairman Senator CROLL: Of course, he would not know about them. 


Senator O’LEARY (Antigonish-Guysborough): No, but I just mentioned this 
fact and pointed out that others told us, and it looked as though the wages of 
the warehousemen really increased appreciably much more so, in proportion to 
their other expenses. This has not been your experience? 

Mr. Hamm: No, the ratio has remained consistent because of the effect of 
the volume increase. 


Senator O’LEARY (Antigonish-Guysborough): On page 5 in your last para- 
graph you start off by saying, “We have enjoyed a very low rate of turnover.” 
“Turnover,” to me, means one thing. Are you referring to inventory? 

Mr. Hamm: No. 

Senator O’LEARY (Antigonish-Guysborough): I did not think so. 


Mr. Hamm: I almost commented on that when reading it. I am actually 
dealing with personnel turnover. 


Co-Chairman Senator CROLL: Yes, I thought that. 


Senator O’LEARY (Antigonish-Guysborough): The other would be rather 
contradictory. 


Fringe benefits—three weeks vacation for senior employees. How do you 
classify “senior employees’’? 


Mr. Hamm: Fifteen years’ service and over. 


Senator O’LEaRY (Antigonish-Guysborough): And what would the newer 
employee get, say of one to two years—do you have a sliding scale? 


Mr. Hamm: Yes, sliding to the extent that anyone with six months and 
over—that is, between six months and twelve months—would receive one week. 
Perhaps I should qualify that a bit and say that we have altered that to provide 
that at six months’ service you qualify for one week. Any additional months you 
accumulate between then and twelve months would add another day, so you 
could conceivably, after eleven months have 13 days, say, coming to you. Then, 
it goes to two weeks for one year and over. 


Senator O’LEARY (Antigonish-Guysborough): With respect to your net 
profits as a percentage of volume over the years from 1965 to 1966 the trend is 
very consistent, but I think it is rather significant to point out that it is an 
average of approximately one per cent—that is, one per cent at the wholesale 
level. As a result of the inquiries of this committee, and from what we have 
read in the news media during these last few days, we have learned that a net 
profit figure of one per cent is about the average for the American retailer, 
whereas the average for the Canadian retailer is running at approximately 2 
per cent. 

I must admit that unfortunately many consumers seem to have misinter- 
preted this. As recently as last evening a couple of my friends mentioned to me 
that we were paying twice as much for our food as they were in the United 
States. 

I would like you to comment on this. It seems to be pretty well established 
that the net margin of the average retailer in the United States is half of the net 
margin of the Canadian retailer. Do you see any specific reason for this that you 
would like to mention? I know that this is perhaps not a fair question to put to 
you because you are not in the retail business, but Iam asking you to comment 
on it from your general knowledge of the business as a wholesaler. 
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Mr. Hamm: I will qualify my answer by Saying that it is certainly not 
factual, but I would suppose that the American supermarkets have higher 
operating costs. I am just assuming that this would be so. On the other hand, I 
believe that the information in the trade journals indicates that the gross 
margins enjoyed by the American supermarkets are higher than those of the 
Canadian counterparts, but here again I am speaking from Maritime experience. 
It may be that they compare favourably with those of the rest of Canada. 

Senator O’LEARY (Antigonish-Guysborough): I am not trying to put words 
in your mouth, but would you suggest that generally and overall volume and 
competition might be the two most important factors? 

Mr. Hamm: They could very well be—the competition. 

Senator O’LEARY (Antigonish-Guysborough): In your list of the three 
expenditures as a ratio of sales, interest shows the most noticeable increase. You 
indicate that it has been growing constantly since 1961. Depreciation has 
remained fairly static, as has also municipal taxes. Other witnesses have 
indicated that the major increase has been in municipal taxes—that is, as a 
ratio to sales dollars. I would not want anybody to get the impression that our 
municipal taxes in the Maritimes have not increased appreciably over recent 
years. 


Co-Chairman Senator CRouui: I should have thought you would have 
bragged about it, senator. 


Senator O’LEARY (Antigonish-Guysborough) : No, and I have my reasons, 
Mr. Chairman. 

Mr. Hamm: I think this points out that the dollar cost of municipal taxes 
has gone up because our plant and equipment is the same, or relatively the 
same, in 1966 as in 1960 for taxation purposes. So, the dollar amount of taxation 
is up in relation to sales. It is just that the ratio has remained constant. 

Senator O’LEARY (Antigonish-Guysborough): In your Overall figures you 
have not dealt with absolute dollars? You have just ‘taken dollars as such? 

Mr. Hamm: In the figures I mentioned earlier, I think you will appreciate 
there will be— 

Senator O’LEARY (Antigonish-Guysborough): Yes, I thought that that 
mgh be the answer. I have one final question. I am interested in the point that 
Senator Carter raised with respect to the Island of Cape Breton being excluded. 
It is excluded, and you have made no entry into that industrial market, for 
example, in the towns of Sydney and Glace Bay, and so on? You indicated that 
recently you have made some move into the area of Port Hawkesbury. Would I 
be correct in assuming that the new industrial growth in that area has caused 
little interest on your part? 


Mr. Hamm: No, that is not the reason for the statement. Actually, I think 
you have misinterpreted it a bit. One of our branch operations at New Glasgow, 
which we incorporated with the rest of our Operation in about 1954—I am not 
certain of the year—did operate a bit further into Cape Breton, moving up the 
east coast and part way into Port Hood and Inverness. 


Senator O’LEARY (Antigonish-Guysborough): May I ask you which com- 
pany you are referring to? 


Mr. Hamm: R. MacGregor and Sons Limited. This company was not doing a 
great deal of business there because of the competition from Sydney and Glace 
Bay wholesalers in the area. We thought, instead of going to the expense of 
trying to service a large volume level it would be more tactful for us to 
withdraw. It is a very competitive area. 
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Senator O’LEARY (Antigonish-Guysborough): But you did not enter into 
any agreement with any Cape Breton wholesaler that you would not enter that 
picture? 

Mr. Hamm: No, not at all. 

Co-Chairman Senator CROLL: We made a request for some wholesale prices 
for the years 1960 to 1966, and I have a list here of 45 commodities showing the 
percentage increase in respect of each of them. I will place it on the record 
because it is very interesting. There is also a list of comparative prices for fruits 
and vegetables for mid-August 1966 and mid-October 1966. There is no point in 
my reading this, but I suggest that the members of the committee take a look at 
it. It contains some interesting figures, and it will give you some idea of what is 
going on. 

(See Exhibit “A” following this text.) 

Mr. Unie: Mr. Hamm, I would like for a moment to examine the corporate 
structure of your company, if I may. Is Atlantic Wholesalers Limited a public or 
private company? 

Mr. Hamm: A public company. 

Mr. UriE: Its shares are listed on the exchange? 

Mr. Hamm: No, they are not. 

Mr. UrtE: Who are the shareholders? Who is the controlling shareholder? 

Mr. Hamm: The controlling shareholder on the corporate list, to my 
knowledge, is Harbour Investments Limited. 

Mr. Urre: Who are Harbour Investments Limited, and where do they come 
from? 

Mr. Hamm: It is a holding company. The head office is in Saint John. 

Mr. UriE: What percentage of your stock does it hold? 

Mr. Hamm: I could not give an accurate answer to that at the moment. I 
could provide the shareholders’ corporate list, if the committee would wish it. 

Mr. UrtE: I wonder if you would do that because we would like to see it. 


Mr. Hamm: Yes. 

Co-Chairman Senator CROLL: Are you asking for no other names? 

Mr. Uriz: Could you give us the names of some other principal sharehold- 
ers, other than Harbour Investments Limited? 

Mr. Hamm: No, I could not. 

Co-Chairman Senator CROLL: Who is Harbour Investments? 

Mr. Urie: It is a holding company. Who are the principals behind that? 

Mr. Hamm: I could’nt really answer that; I don’t know with accuracy who 
they are. 

Mr. UriE: What is the relationship of your company with Foodwide of 
Canada Limited? 

Mr. Hamm: Other than being affiliated with Foodwide through the Red and 
White franchise and in volume buying, that would be about all—volume 
buying, and services which— 

Mr. UriE: What is Foodwide of Canada Limited? 

Mr. Hamm: It is an association. It was formerly Red and White Corpora- 
tion. I think there is a brief that may be of interest in this respect going back to 
the formation of Red and White groups, with a voluntary group concept in 1926, 
and a headquarters for franchising wholesalers to sponsor Red and White 
groups was subsequently established in Chicago, and the Toronto office to the 
best of my knowledge was formed following that—as a branch of the Chicago 
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organization. Similar organizations are Independent Grocers Alliance—and 
Clover Farm. 


Mr. URIE: Would it be fair to say that Foodwide of Canada Limited is the 
firm which allots Red and White franchise areas to wholesalers within Canada? 


Mr. Hamm: Yes, that is correct. 

Mr. URIE: Now, does Foodwide of Canada Limited own any shares or stock 
in your company? 

Mr. Hamm: No, not to my knowledge. 


Mr. Urie: What is the Red and White franchise area granted to your 
company by Foodwide of Canada? 


Mr. Hamm: I think it is mentioned in my brief: the three provincial areas, 
Nova Scotia, Prince Edward Island and New Brunswick, with the exception of 
the Cape Breton area. 

Mr. URIE: Now, the other members, as I understand it from the article I 
have here, are Kelly, Douglas, Vancouver; W. H. Malkin Limited, Vancouver; 
Westfair Foods Limited, Winnipeg; National Grocers of Toronto; Dealers’ 
Supply Company Limited, Granby, Quebec; L. H. Chernin, Glace Bay, Nova 
Scotia; and yourself. Is that correct, to your knowledge? 

Mr. Hamm: Yes. 

Mr UriE: And the President of that organization is Mr. E. S. Cooper of 
Westfair Foods, is that correct? 

Mr. Hamm: Yes. 

Mr. URIE: Who appeared before us for Western Grocers? 

Mr. HAmm: Yes. 

Mr. URIE: You pay a fee, is it an annual fee, to Foodwide? 

Mr. Hamm: No. 

Mr. URIE: No fee for the franchise rights? 

Mr. Hamm: No, there is none. 

Mr. URtE: Was there an initial fee you had to pay? 

Mr. HAMM: Well I can’t answer that. The company received its Red and 
White franchise, I believe, in 1948. 

Mr. URIE: That is, your company? 

Mr. Hamm: Yes. At which time I have no idea — 

Mr. URIE: What function do Foodwide perform for your organization? 

Mr. HAmm: I think possibly Mr. Milton can answer part of that because he 
is involved to some extent in the merchandising, or at least in the buying end of 
it; but as far as the group, the Red and White group particularly, and Lucky 
Dollar, they do provide promotional material and advertising material for these 
groups; and in addition to that they do act as a broker for purchasing by 
volume. Is there anything further you can add, Mr. Milton? 

Mr. MILTON: No. 

Mr. URIE: What is the volume purchasing they do? What do they buy for 
you, that is, you buy from them presumably, isn’t that right? 

Mr. HAMM: Yes, in a way. 

Mr. MILTON: They act on our behalf in dealing with canning companies and 
store equipment, manufacturers and— 

Mr. URIE: What do you pay them? 

Mr. MILTON: Well, they get presumably a brokerage the same as any other 
brokerage house. 
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Mr. Urie: Have you any idea what that brokerage fee is? In other words, 
they are not in business for the good of their health, they are getting some 
money from some source to provide the services which they are rendering for 
you. Have you any idea what in your case at least you are paying for those 
services? 

Mr. Mitton: No, but I would suppose it is the usual fee that any other 
broker charges for similar services. 

Mr. UriE: What is the usual fee? 

Mr. Mitton: I can’t tell you that. 

Mr. Urte: Could you find that out, please? 

Mr. Mitton: Yes, I could. 

Co-Chairman Senator CROLL: I am becoming a little perplexed here, that 
the two top officials can come here from the company and cannot give us this 
information. Someone has to know what fees they pay or who controls the 
company. I am finding difficulty in following that. We asked a question about 
who controls the company, and you mentioned Harbour Investments. We asked 
who is Harbour Investments, and Mr. Hamm says he does not know. It is very 
hard to understand why you do not know who controls the company. Surely 
you must have some idea of somebody who does. It is not just a seal or a 
corporate seal. Some face must appear there, and that is all we want to know. 

Senator O’LEARY (Antigonish-Guysborough): Perhaps, Mr. Chairman, it 
would be fair to ask if they are not getting a direct charge for this service by 
invoice or otherwise. 

Mr. Mitton: We do, but I can’t tell you what the percentage is. 

Mr. URIE: What do you buy? 

Mr. Mitton: We buy canned fruit and vegetables and store equipment. 

Mr. Urie: And you actually buy that from them and they invoice you? 

Mr. Miuton: Yes. I do not know what their profit is. 

Mr. UriE: You don’t know what their profit is? 

Mr. Mitton: No. 

Senator O’LEARY (Antigonish-Guysborough): There is no direct charge in 
the cost of goods, and you don’t know what it is? 

Mr. Mitton: No. 

Co-Chairman Senator CROLL: Both IGA. and the Western group paid 
one-fourteenth of one per cent for that same service and I have been waiting 
for the same answer. He says not. 

Mr. Urigz: You said a moment ago they are providing promotional and 
advertising material. Do they bill you for that? 

Mr. MILTON: Yes. 

Mr. UrtE: Do they bill you on an annual basis or for particular material? 

Mr. MILTon: No, when we get it. 

Mr. Urie: Is any member of your organization on the board of directors of 
Foodwide? 

Mr. HAMm: Yes, I am. 

Mr. Urie: Then you know what the net profits are in a year, or have you 
any idea? 

Mr. Hamm: No. I have received their statements, of course, but I have no 
accurate recollection of the figures. 

Mr. URIE: Do you have any of these statements with you? 

Mr. Hamm: No, I haven’t. 


CONSUMER CREDIT 773 


Mr. URIE: Would it be possible to acquire from you financial statements 
from Foodwide for the last five years? 

Mr. Hamm: I can’t say I would have them back that far because I have 
only been on the board since the previous president—since I took over. 

Co-Chairman Senator CroLu: How long is that? 

Mr. HAmM™: Four years. 

Co-Chairman Senator CROLL: Give it to us for four years, then. 

Mr. McCuTcHEon: Mr. Chairman, I have a supplementary. Will you permit 
me, Mr. Urie? Foodwide acts as a brokerage agency in the Ontario market, shall 
we say, for canned produce. It is a pretty big organization. Do I understand you 
to say that, for example, National Grocers belong to that organization? 

Mr. Hamm: Yes. 

Mr. McCuTCHEON: We learned the other day that one of the huge chains in 
this country was interested in National Grocers. Can we take from what you are 
telling us that the produce that is sent through brokerage in the Province of 
Ontario, the Province of British Columbia, the Province of Nova Scotia, and all 
of the rest of them, through this monopoly buying that is established—that you 
in effect can directly or indirectly control the producer price? Because it would 
seem from what you have told us that probably about 75 per cent of the 
product that goes is controlled by this closely-knit group. 

Mr. MILTON: I should like to make clear that a fairly small percentage of 
our canned goods goes through Foodwide. We buy much more from Canadian 
Canners and Libbys, or people like that. Foodwide is our contact with probably 
the smaller independent canning companies. 

Mr. URIE: What percentage of the total purchases in canned goods during 
the year would you obtain from Foodwide? 

Mr. MILTON: I do not know, but it is very small, I would say it is less than 
10 per cent. It is mainly tomatoes and some corn. 

Mr. URIE: Would you agree that in; those purchases there is an element of 
profit which accrues to the benefit of Foodwide, and an element of cost which 
arises as a result of that extra step in the sale, which the consumer must 
ultimately pay for? 

Mr. MILTON: We have to buy these from someone and whether we buy 
them from Canadian Canners, with their built-in selling charges, or from 
another brokerage house, such as Van de Water Boyd or Cruickshank Crt rt 
would say it is the same as any other brokerage house. 

Mr. URIE: It may be that this is the area which we should be exploring. 
What proportion of your total purchases in canned goods are made through 
brokerage houses rather than direct from the canners themselves? 

Mr. MILTon: Again, I do not have these right at my fingertips. I would say 
it is less than 10 per cent, somewhere in the neighbourhood of 5 to 10 per cent. 

Mr. URIE: Take the outside figure of 10 per cent? 

Mr. MILTON: Perhaps you would like me to give you the reason. I think the 
larger corporations have their own selling organizations—salesmen, sales 
managers, district sales managers—and the smaller companies do not have 
them, so they have to sell through a broker. Someone has to perform that 
function. That is the reason for these brokers. 

Mr. URIE: Would it be fair to say that the brokers handle only the small 
producers and centers, rather than the larger ones such as Canadian Packers or 
Libby’s? 

Mr. MILTON: Yes. 
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Mr. UriE: Do those in addition handle the canned goods of the major 
canning companies? 

Mr. MILTon: No, they have their own sales organizations. 

Mr. UriE: Are the prices for the canned goods which you obtain from the 
brokers comparable to the prices which you obtain from the canners direct? 

Mr. MILTON: In most cases they are lower, I would say. 

Mr. URIE: Which are lower? 

Mr. Mitton: The one through brokerage houses. 

Mr. Uris: If that is the case, why do you not buy larger quantities through 
the lower price? 

Mr. Mitton: Because there is public consumer demand for the advertised 
brand, such as Aylmer, Libby, Del Monte and Bright’s and so on. 


Mr. UriE: Are you not able, during the course of your negotiation for 
prices, and the mass buying which you can generate, to negotiate the price 
down lower, because of the competition and the smaller independence of the 
broker? 

Mr. MILTon: No, sir. 

Mr. URIE: You have tried? 

Mr. Mitton: It is not legal. 

Mr. URIE: To negotiate? 

Mr. MILTON: No. 

Mr. Urig: That is a new concept. I always thought it was legal to be able 
to negotiate prices with anybody, and that you could use as a basis the prices 
that you get from someone else? 

Mr. Mitton: The manufacturers have to give everyone the same cost, 
according to the new combines law these last several years. 

Mr. URIE: For the same quantities? 

Mr. MILTON: Yes. 

Mr. UrIE: Let us explore another area. What subsidiaries does your com- 
pany own? 

Mr. Hamm: Operating subsidiaries? 

Mr. UriE: Any kind of subsidiaries. First, deal with wholly-owned sub- 
sidiaries. Have you any wholly-owned subsidiaries? 

Mr. Hamm: Yes. R. McGregor and Son Limited, Glasgow, N.S.; that is 
strictly a distribution warehouse. Also, Fillmore’s Moncton, N.B. 

Mr. URIE: To get back to McGregor, it is a wholesaler, too, is it? 

Mr. HAMM: Yes. 

Mr. URIE: Is it in competition with one of your own branches down there? 
Do you own any branches in that same locality? 

Mr. Hamm: The nearest one is in Truro. 

Mr, URIE: Would McGregor be in competition with them? 

Mr. Hamm: Not to any great extent. 

Mr. URIE: Now, about Fillmore? 

Mr. Hamm: They are in Moncton. That is also a wholesale outlet. There is 
also Kitchen Brothers Limited, Fredericton and Woodstock, N.B. They are also a 
wholesale outlet. 

Mr. URIE: Again, with those last three, do you have any of your own 


warehouse service depots in competition with them, in the areas in which they 
operate? 
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Mr. HAMM: We do, with Fillmore’s Limited in Moncton, yes. We have an 
Atlantic warehouse that has been there for many years. 

Mr. URIE: Are they active competition or do you agree on your prices with 
each other? 

Mr. Hamm: No, they are not. I answer the first question, they are not in 
active competition, except in outlying areas. In city areas generally, they have 
particular accounts, which are for the most part small accounts, serviced by the 
Fillmore Limited outlet. As to major accounts, because of its size—it is a very 
small warehouse—it is not capable of catering to any major retailers. 

Mr. URIE: Have you any other subsidiaries? 

Mr. HAMM: Operating subsidiaries, such as this? 

A MEMBER: What is the name of the one in Truro, please? 

Mr. Hamm: It is Atlantic. 


Mr. UrIE: Do you own any interest in food processors, meat processors, or 
fish processors? 


Mr. Hamm: No. 
Mr. URIE: Or ranches, farms, chicken ranches, or anything of that nature? 
Mr. Hamm: No. We are strictly in distribution. 


Mr. URIE: I might get into one other area. You have not provided us with 
any financial statements. All the other witnesses have ‘produced financial 
statements for a period of years, generally from 1960 onwards. Do you have any 
with you? 

Mr. Hamm: I have brought one complete set, sir, for filing. 

Mr. URIE: Will you file it, please? 


(Document tabled.) 


Mr. URIE: Do they show the net profits? 
Co-Chairman Senator CrRoLL: They show the net profits after taxes. 


Mr. URIE: In your presentation, on page 9, you show your net profits as a 
percentage of return on investment. The next paragraph puzzles me and I 
would like you to explain it. It says: 


However, as this does not indicate total investment we have made 
adjustments to the “net worth” base by adding bonded indebtedness and 
bank loan with appropriate adjustment for divident in lieu of interest. 


Iam afraid I do not understand that, sir. 


Mr. Hamm: I must admit the interpretation is perhaps more personal than 
anything. What I had in mind there is that we have a low capitalization and 
that we have endeavoured, fairly successfully, to maintain a reasonably good 
cash flow for our purposes through inventory turnover and utilizing of bank 
loans. We do a substantial amount of bank borrowing. We have not gone to the 
market, with the exception of bond issues and they are a very small amount. By 
showing that these funds had been made available in the share structure, 
through equity capital, eliminating the bank borrowing and the bonded indeb- 
tedness, we show there was of course a substantial increase in net worth, as I 
visualized it, for an investment. Then we have taken the interest factor out of 
our profit and loss statement, thus building up the net profit result. That is what 
I have meant, but may not have stated so well, when I mentioned dividends in 
lieu of interest. If it was in capital form or equity, there would be equally large 
interest payments that we have put out on bank loans, and bonded indebtedness 
which would come out of our profit and loss statement. 


Mr. UrieE: You have taken that interest factor out of Wate loss, because you 
have apportioned it to dividends. Is that right? 
25016—33 
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Mr. Hamm: Yes. Then by applying the resulting profit, figure the return on 
investment against it. 
Mr. URIs: I will go back to that a little later, Mr. Chairman. 


Co-Chairman Senator CROLL: We will have Mr. Olson and then Dr. 
McGrand. 

Mr. OLson: Mr. Chairman, Mr. Hamm, on pages 3, 4 and 5 you talk about 
cash and carry outlets. You say that you have three. Are these profit making 
operations by themselves? 

Mr. Hamm: Yes, they are. They are not major profit making outlets, 
however. 

Mr. Ouson: But, in relation to the cost of operating these cash and carry 
outlets they do pay these operating costs plus a reasonable profit. 

Mr. Hamm: Actually, it is difficult to answer that question purely because 
we do not maintain accounting records on this particular operation in the sense 
of a profit and loss statement. In effect the goods are billed through from the 
main warehouse to the cash and carry outlet at the selling price. 


Mr. OLson: But, in your opinion, do you believe that they do pay? 
Mr. Hamm: Yes, they make a nominal profit after overhead, yes. 


Mr. OLSON: You say on top of page 5 that, in addition to regular weekly 
advertised specials, the prices offered at the cash and carry outlets are approxi- 
mately 2 to 3 per cent lower than conventional ex-warehouse prices. By 
comparing this to your gross margin, as seen on page 7, of the overall operation, 
then, you were operating these cash and carry outlets at about one half or a 
little less than one half of the gross margin that you use in the overall 
operation. 

Now, if they are profitable and give a return by themselves, why do you 
not expand them? 


Mr. Hamm: To go back to your first point on the one half of the gross as 
shown, this would not be entirely correct, because you are dealing with an 
average in the final gross, which is an average of our cost-plus accounts as 
compared with our general run of small independent trades, at which level we 
do receive a somewhat higher margin. This is the particular group that I am 
referring to when I make the comment of 2 and 3 per cent lower. 

In other words, it is closer to between 7 and 8 per cent less approximately 2 
to 3 per cent. 


Mr. OLson: In any case, you are operating them with at least a 20 to 35 per 
cent lower gross margin than what you referred to as conventional ex-ware- 
house prices. Why? What is there about this kind of operation that it will give 
you this substantially lower cost factor? 


Mr. Hamm: Well, there are less services involved, for one thing. It is the cost 
of servicing that causes the difference. 


Mr. OLSON: That is what I am trying to get at. How can you do it so much 
cheaper on the cash and carry basis? 


Mr. Hamm: The cash and carry customers come to the cash and carry outlet 
and pick up their own order. They convey it to their own vehicle and they pay 
cash. They get the benefit of cash payment plus the fact that they assemble and 
take away their own orders. 


Mr. OLSON: But your cost of assembling and packing, so that this customer 
can put it in his own vehicle, would not be any different from the rest of your 


operation, would it? In fact, it may be higher because you are dealing in small 
quantities. 


Mr. HAMM: Well, no. In the cash and carry outlet I have said that the 
customer picks up his own orders. 
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Mr. OLSON: Yes, and these customers are retailers, are they not? 


Mr. Hamm: Yes. And you have made reference to the retailer calling at the 
warehouse level and having the order assembled. 


Mr. OLSON: Yes. 

Mr. HAmm: For him. 

Mr. OLSON: Yes. 

Mr. HAMM: Well, of course— 


Mr. OLsoN: This order, I presume, is assembled, and whatever re-packing 
or whatever is necessary for him to do to convey it in his own vehicle is all 
done by your company, is it not? 

Mr. Hamm: Yes, it is. 


Mr. OLson: Then, there would not be any lower cost factor involved in this 
so-called warehousing cost for the cash and carry than what you call conven- 
tional ex-warehouse distribution, would there? 

Mr. HAmMmM: Yes, there would be. 

Mr. OLSon: There is? Why? 


Mr. Hamm: I have already mentioned that in the first place your customer, 
shall we say a call customer at our regular warehouse outlet, will go to the 
desk, have his order written, place his order there, and the order will go through 
the normal processes of accounting at the branch office level and then be passed 
out to the warehouse for assembling. Now, this means that the warehouse men 
must assemble that order. No doubt to some extent it breaks up the normal 
assembly order routine, and when the order has then been assembled and 
placed on the shipping floor it is then available for the customer to pick up. 

At the other extreme, the cash and carry extreme, the customer would go 
into the cash and carry outlet, pick up his own cart, pick up his own order and 
pass through the cash register and check-out. 

We have eliminated a number of things. We have eliminated some clerical 
work plus some warehouse assembly time, and there is also the fact that the 
customer pays cash. 

Mr. OLSON: Yes, I understand that. But, by the way, in these cash and carry 
outlets do you sell less than case lots? 

Mr. Hamm: Oh! yes. 

Mr. OLSON: Would this not add to your costs? 

Mr. Hamm: As far as we are concerned, the goods are handled and placed 
on the shelf in the case lot, with the case being opened, and the customer 
removes whatever his requirements are. We have not restricted it to case 
movement in our cash and carries. I realize that some cash and carries do this. 

Mr. Oxtson: I am amazed, or at least a little confused at this, Mr. Hamm, 
and I tell you for this reason: that, apparently, it is smaller lots that would be 
handled in this cash and carry; it is less than case lots, but would require an 
equal or a greater amount of re-packing to assemble the order and pack it so 
that a customer could take it away; it is certainly in smaller quantities, but yet 
you are able to sell it at 2 to 3 per cent lower than conventional ex-warehouse 
prices. 

The only other thing involved here, it seems to me, is the transportation, 
and yet you are selling it at even a lower percentage level than what you claim 
you pay for transportation. 

Mr. Hamm: Well, I think I am just a bit confused myself, because you have 
mentioned that we assemble these broken lots, so to speak. You mentioned the 
cost of our assembling them. But I have already stated that we do not assemble 
them. It is the retailer who does the assembling. He makes a choice and, when it 
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passes the cash register, he packs his own goods. So there is no cost involved 
there. 


The retailer does all this himself, as opposed to the main warehouse 
operation where we would be obliged to assemble and to pack the goods. 


Senator CARTER: It is wholesale self-service. 


Mr. Hamm: That is a good expression, yes. It is wholesale self-service. As 
far as your point about wondering why we have not expanded into more of 
them, the three that we have are not high volume outlets by any stretch of the 
imagination. The volume varies in these three between 350,000 to 600,000. The 
one with the most volume is 650,000 and the one with the lowest volume is 
around 350,000. 

To establish them in other areas, you are limited because of the density of 
potential small store customers in close proximity to this location. We have done 
analysis work at various branch points, and we have not felt it desirable to go 
ahead there. 

Now, it could be that our decision is incorrect, but we do find that, in 
addition to less density or at least a lower number of retailers in the area of 
your warehouse, many of the smaller accounts in the outlying areas have a 
preference for delivery. It is more convenient to a lot of them to have these 
goods delivered to their door. 


Mr. Ouson: I have one other question, Mr. Hamm. I would like to ask you 
about these voluntary groups that enter into these agreements. What I would 
like to know is what they volunteer? Do they agree to buy all their require- 
ments from you? 


Mr. Hamm: The wording, as I recall it, is that they agree to buy 
substantially all of the dry groceries and produce items which we are able to 
provide—“substantially all”. If we cannot provide it, they are free to purchase 
these goods through other wholesale outlets. 


Mr. OLson: Do they also agree to adhere to your suggested retail prices? 


Mr. Hamm: No, there is nothing whatever in any contract about suggested 
retail prices. 


Mr. OLSON: Have you ever had a case where one retailer was selling one of 
your items or one of your personal brand names at a substantially lower price 
than another retailer? 


Mr. Hamm: It is possible, yes. 
Mr. OLSon: Any disciplinary action taken against them if you find this? 


Mr. Hamm: Not that I can recall recently. We have supervisors making 
fairly regular visits to these stores. They make periodic visits to the shelves to 
see if there is consistency in their pricing, but it is not within their domain to 
tell the independent he must raise or lower his prices. It may be suggested, if 
they seem too high, that it would be desirable for him to lower them. If the 
price seems too low, it may be that the price is incorrectly calculated. But there 
is no pressure exerted on them with respect to suggested retail prices. 


Mr. OLSoNn: It does not enter into any part of the agreement? 


Mr. Hamm: No, it is very simply a service we give to these retailers so that 
they have guidance as to what prices are competitive. 


Mr. OLson: Have you noticed a larger volume of non-food items going 
through, first of all, your sales, and then also through the retailers that you 
serve? The reason I ask this is because I would like to know whether in your 
opinion there are more items getting into what is referred to as the “food 
basket” than in 1960 or 1963 or any other year? Do you handle a substantially 
larger number of non-food items now than you did in the recent past? 
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Mr. Hamm: I would say this is true both at the wholesale and retail level. I 
think it is true to say that at the wholesale level we handle more of this type 
of product. I have commented in some brief way on this particular part of the 
food purchase or so-called food purchase. There is an actual example of one 
customer who called on a store serviced by us, and this is a very recent one 
which has been checked out in this particular store. She was quite perturbed to 
find the cash register tab totalled $8.60. Feeling the cashier had possibly 
recorded her purchases incorrectly, she made the statement that she did not feel 
she had that much in groceries. The manager was asked to clear the register so 
that it could be put through again, and he suggested to the cashier that she put 
through the non-food items first and make a subtotal. This is one isolated 
incident that came to our attention. The subtotal for non-food items came to 
$6.40, and the balance of $2.20 was for food or perishables. This is an 
extraordinary case because we would not have too many like this. It rather 
surprised the consumer to find that non-food items can add up rapidly and can 
be considered as food purchases by them. 

Mr. OLSON: Can you suggest or volunteer any percentage that this has 
amounted to as between food and non-food items—the increase I'am talking 
about. 

Mr. Hamm: No, we don’t have any breakdown of our wholesale. You mean 
what the percentage increase might be? 

Mr. OLson: Well, Mr. Hamm, in your brief you have not shown any 
samples of prices, for example, for cereals, canned goods, tomatoes, cake mixes, 
canned milk or anything of that nature. Yet on pages 7 and 8 you show your 
gross margin result, and you go on to say that your gross margin results show 
relatively little change in the period under review, starting at 1960 at 7 per cent 
and varying slightly up to 1966 when it was 6.4 per cent. This would seem to 
indicate that the only increases you have put on your wholesale prices are 
pretty much the increases in your cost of these purchases. What I am wondering 
is have the retailers you serve increased their margin recently, as far as you 
know? That is in the last year or two. 

Mr. Hamm: I can only go by the several retail store statements which pass 
through my hands. The gross profit results—and here again I cannot be factual, 
but reasonably close—for many of these stores have changed very little from 15 
to 155 per cent overall gross margin. There are a few who may possibly produce 
higher margins, but this could be brought about by product-mix, higher margins 
on perishable items, having a higher mix ratio to gross sales and this may cause 
the average to be higher. But for the general run of stores that have 65 per cent 
of their mix in groceries, and 25 per cent in meat and 10 per cent in produce, 
the average gross margin has been very close to 15 or 154 per cent over the 
period. 

Mr. OLSon: Over the six-year period? 

Mr. HAm™m: I cannot say that. 

Mr. Ouson: Which period are you talking about? 

Mr. Hamm: Over the past year. We do quarterly statements for many of 
the voluntary stores. 

Mr. OLson: But is this 15 per cent gross margin the same in 1966 as it was, 
in your view, in 1963 or 1960, or has there been a change in the gross margin? 

Mr. Hamm: The retail level in 1960—I cannot answer for that. I do feel 
that the results which we see are not appreciably different over the past three 
to four years. 

Mr. OLSON: Well, is the rate then essentially the same over the past three 
years? Is the wholesaler taking essentially the same gross margin? If that is the 
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case, we have to get back further to the processing and distribution machinery 
to find out why food has gone up 7.3 per cent—that is the index on this 
commodity. We have to find out how it went to somewhere over 7 per cent in 
the last year. As far as you can observe it is not because the retailer is taking a 
larger gross or because the wholesaler is taking a larger gross? 


Mr. HAMM: We are speaking purely from observation of several store 
statements over the last three or four years. I cannot speak with absolute 
accuracy on that, but my feeling is that the gross is approximately the same or 
within a very close margin of difference. 


Mr. Ouson: Is there any significant change in the way or manner of 
processing food during the past year which would add substantially, and when I 
talk about “substantially” I am talking about 5 to 7 per cent, to the cost of 
processing this food into the product the housewife wants to buy? 

Mr. HAMM: You are referring back to the manufacturers’ level, or any 
other level? 


Mr. OLSON: Take any item you like. Take cereals, canned food, cake mixes, 
or anything. Is there any reason you can see why the cost of producing this, 
from the processor’s point of view—has that changed from 1965 to 1966? Does it 
cost more to produce a box of cereal or a can of tomatoes or a box of cake mix 
this year than it did last year? 

Mr. HAMM: The only thing I can refer to is the list of product prices we 
have submitted, based on the cost to us; but I would be in no position to answer 
for any increase, or the reason for any increased costs at the manufacturer’s 
end, or even back of that. 


Mr. OLSON: Has the wholesale price index for food gone up by 7 per cent in 
1966 over 1965, do you know? Have you done any calculation on the items you 
buy, to see if you are paying an average of 5 to 7 per cent more for food items 
than you were a year ago? 


Mr. Hamm: Yes. I regret this was not included in our brief. We did not 
have the information in sufficient time, but we have taken a representative 
group of 45 grocery items showing the wholesale cost for the years 1960 to 1966, 
inclusive, on each item. 

The total cost, by years, for all the items is—I will not go through each 
year, but in 1960 it was $336, and in 1966, $397.50. That is for exactly the same 
group of items—the same, identical items. That difference in cost is, then, 
$61.50, and represents an increase of 18.29 per cent in this representative group 
and in that period. 

Mr. OLSON: That percentage is based on the $336 or the 1960 price? 


Mr. HAMM: Yes, 18 per cent. The cost for the same items in 1966 is 18 per 
cent higher than for the same items in 1960. 
Mr. OLtson: Have you that figure between 1965 and 1966? 


Mr. Hamm: 1965 and 1966, yes. The only year in this period showing a 
decrease from the preceding year is 1962, 1.79 per cent. 
The others are as follows: 


T96f “over LOGO Sree ee peewee 0.78 per cent 
L963 over 19624 aime ee Aa ee 3.08 per cent 
1964 “over? 1963:115.3 Hest Seno eee S 6.99 per cent 
A965Wower 210640 26cm det ens. we 4.84 per cent 
LOEB YOVerMLOGS te J kk ee ee oF 3.34 per cent 


Mr. OLSon: Mr. Chairman, there is a number of other questions that arise 
out of this answer, but I think I will pass. 


Co-Chairman Senator CROLL: Mr. Urie, do you have anything further? 
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Mr. URIE: Yes, I have. It arises out of the question that was asked earlier, I 
think, by Senator Carter. 

If I am a canner or a processor of any kind, and I want to have a new 
product marketed, one of the places I am going to market it is through your 
organization. In order for me to persuade you to put my goods on your shelves, 
what is the policy of your company, and what do you charge me, or what sort of 
deal do you make with me in order that I have that privilege? 


Mr. MILTON: We do not charge you anything. We decide whether we have 
the room for the product, and if it is a new product that fills a need. If it is not, 
we try to avoid handling it until such time as the advertising campaign and the 
promotional activities you put behind it create the consumer demand for it; 
otherwise we do not want it—unless it is some new and useful product we feel 
is in the consumer’s interest. 

Mr. URIE: Some information has been given to me, Mr. Milton, which would 
indicate that numbers of processors, producers, canners, etcetera, in order to get 
their goods on the shelves, have had to pay actual cash outlays to certain 
distribution organizations in order effectively to get their goods sold by those 
organizations. Has that policy ever been followed by your company? 

Mr. MILTON: No, sir. 

Mr. URIE: Have you ever made any demands of that nature? 

Mr. Mitton: No, never. 

Mr. URIE: In your statement of income, is there any element in that income, 
of any kind whatsoever, arising by reason of deals of this kind—money paid + 
you for the privilege of getting you to sell a certain type of goods? 

Mr. MiLton: To list products, no. 

Mr. UriE: Are there any indirect deals made whereby you get so much off 
per case, or where you are given free cases? 

Mr. MILTon: They are made to us, along with everyone else. Yes, it is part 
of many manufacturers’ regular promotional program. I do not know what basis 


they use, but occasionally they come out with one case free with 10, or 
something like that. 

Mr. UriE: Have you any figures in your possession which would show the 
number of free cases of goods which you obtained during the year 1966, or 
discounts off regular prices? 

Mr. Mitton: No, I have not. 

Mr. URIE: You have not got any of that information? 

Mr. MILTon: No. 

Mr. URtE: Is it possible to obtain such information? 

Mr. MiLton: It would be a tremendous undertaking for us to go back 
through everything and try to find out how many free goods were given to us. I 
suppose it could be done. 

Mr. Urte: Then I will approach another end of it. On pages 3 and 12 in 
your presentation you mentioned advertising. On page 3 you say: 

We operate a printing and advertising department, whose main 
efforts are directed towards advertising and promotional material for the 
affiliated groups, but unaffiliated retailers also make use of the services 
offered by this department. 


On the other hand, on page 12 you say that your advertising is less than 
one-tenth of 1 per cent. 

Mr. Hamm: Mr. Urie, if I might interrupt: I tried to explain briefly, but 
perhaps unsuccessfully, that the interpretation there, possibly my own wrong 
interpretation, was not relating to this particular statement on advertising. I 
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had in mind this was related to the advertising we actually did for a 
wholesaler—that is, institutional advertising, or things of this nature, for 
Atlantic wholesalers as such, but that statement has no relationship to page 3. 

Mr. URIE: Do you have any figures which would show the total cost of 
advertising? 

Mr. Hamm: By that you would mean the total amount of money expended 
for group advertising purposes? 

Mr. URIE: Right. 

Mr. Hamm: No, we do not have any. 

Mr. URIE: Gross and net, I may say. You do not have those with you? 

Mr. Hamm: No, but I think this information could be obtained and 
submitted. 

Co-Chairman Senator CROLL: Well, just a minute. Question No. 4 was: 

Total advertising expenses in relation to gross sales for the six-year 
period 1960-65. 

That was a question you were sent, a memorandum as to what we would 
like to discuss, and that was one of them. 

Mr. Hamm: The way in which I interpreted this question was wholesale 
sales. The advertising we are referring to was really directed to retail. Of 
course, it does help the wholesale sales. 

Mr. URIE: Do your retailers pay for some of the advertising you do on their 
behalf? 

Mr. HAMm: Yes. 

Mr. URIE: They pay? 

Mr. HAmMm™: Yes. 

Mr. UrIE: And some of your suppliers also pay for the advertising you do 
on their goods, is that right? 

Mr. HAmm: Yes. 

Mr. URIE: Could you provide us with figures for the last five years showing 
the gross amount of your advertising, the payments from retailers, and the 
payments made to you by suppliers, so that there will be the gross amounts and 
the net amounts? 

Co-Chairman Senator CrRoLL: You understand that Mr. Urie wants those 
figures in amounts? 

Mr. Hamm: Yes, I appreciate that, but I hope most of them will be 
accurately available. I know they will be for the last two or three years. Did 
you say you wanted them for five years, Mr. Urie? 

Mr. URIE: Yes, please. I have just one further line of questioning. On page 
7 of your brief you say: 

The voluntary group store grocery purchases are on a cost plus fee 
arrangement and utilize preprinted order catalogues. This arrangement 
averages 4% to 5 per cent mark-up on cost. 


Is this 44 to 5 per cent added to the cost of the goods to your retailer, or is ita 
45 to 5 per cent mark-up on his total purchases during the year for the 
services that you render to him, or how is this— 

Mr. Hamm: No, it is added to catalogue order that is assembled—to any 
particular order that is assembled. 

Mr. URtE: It is added to the invoice price of an order? 

Mr. HamM™M: Yes, or based on a weekly order. It could vary. Perhaps I 
should qualify that slightly by saying that the buying fee is based on certain 
volume categories on a graduated scale, and it may range from 53 per cent to 


CONSUMER CREDIT 783 


z per cent. We have found from our accounting consolidations on this par- 
ticular aspect of the business that it averages slightly over 44 per cent. 
Mr. URIE: Is that a discount? 
Mr. Hamm: That is a mark-up. The fee may be calculated at the end of the 
week, and a separate charge made for it based on the total week’s purchases, 


because a lot of the accounts do have their basic catalogue order plus a fill-in 
order, and this goes to determine their volume category. 


Mr. URIE: So on your invoice there should be actually a separate item for 
your fee, which averages 44 per cent? 


Mr. Hamm: Yes. 


Mr. URIE: That is all I wish to know. Is this provided for in your franchise 
agreement with your retailer? 


Mr. Hamm: Yes, this is all cleared with the stores before they— 


Mr. URIE: Could you file with us as well a copy of your franchise agreement 
with your dealers? 


Mr. HAMM: Yes. 
Mr. URIE: That is, a sample. 
Mr. HAmmM: Yes. 


Mr. URIE: I have just one further question. You also stated somewhere in 
your brief that you have rendered rather extensive financial assistance to your 
retailers to the extent of some $1.5 million. What do you charge the retailers for 
this service? 

Mr. Hamm: Our practice in the past five years has been to charge interest 
at the rate of one per cent over the prime commercial bank rate. This one per 
cent is considered to be a modest amount to take care of the accounting services 
that are necessary for monthly billings and record-keeping purposes. 


Mr. URIE: So it is roughly 7 per cent per annum? 


Mr. Hamm: At the present time. It has been 64 per cent when the bank 
rate was 54 per cent. 


Mr. URI: Is there any finder’s fee or anything of that nature? Is any fee 
charged initially to the retailer? 


Mr. Hamm: No, there is not. 
Mr. URIE: It is a straight 7 per cent? 


Mr. HAMM: Yes, a straight 7 per cent, and no restriction on repayment. We 
welcome repayment at any time. 

Co-Chairman Senator CROLL: Who doesn’t? 

Mr. URizE: Is that shown on your consolidated statement of accounts as gross 
profit from that operation? I am talking about the income you receive from 
loans. 


Mr. Hamm: No, it is not shown in the gross. It is shown—well, I do not 
have a statement here. 

Mr. URIE: Would that be under “Interest on Loans and Mortgages’’? 

Mr. HAmmM: Yes, that is the figure. 

Mr. URIE: That figure for last year was $75,000. I think that is all, Mr. 
Chairman. 


Mr. OLson: Mr. Hamm, you said that you took 45 selected items and made a 
comparison of their prices in order to find out how much their prices had 
advanced. Is this what you paid for those 45 items, or what you sold them for? 


Mr. HAmMm: This is the landed cost. 
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Mr. Otson: I wonder if you could explain this to me—I want to quote you 
some figures because they are a little confusing. For the year 1963 over 1964 
you show an increase of 6.99 per cent in your costs; is that right? 

Mr. MILTON: That is correct. 


Mr. OLSon: And yet the figures that have been provided us in respect of the 
Consumer Price Index by the D.B.S. for this period I see that only a 1.6 per cent 
increase is indicated. That is, the D.B.S. show an increase in 1964 over 1963 of 
1.6 per cent, and yet you show an increase of 6.99 per cent on 45 items. I wonder 
why there is so much difference? 

If we go to 1966 over 1965 we see that you show an increase of 3.34 per 
cent, and the D.B.S. figures show an increase of 7.5 per cent. 

What is wrong with these figures? Obviously, something is wrong. It may 
be that the 45 items you have selected are not the same as those on which the 
D.B.S. took price samplings. 

Mr. Mitton: I think that that is where the differential is. We have picked 
45 items here out of something like 4,000 items that we carry in stock. 


Mr. OLSON: But these 45 items are substantial sellers, are they not? 
Mr. MILTON: Yes. 


Mr. OuLson: The D.B.S. figures show that for 1964 over 1963 there is an 
increase of 6.99 per cent, and yet there is only an increase of 1.6 per cent in so 
far as the retail price is concerned, according to D.B.S., on the whole food 
component. Does that mean that the wholesalers and retailers absorbed some of 
that and did not pass it on to the consumer? Would that be the reason why you 
took nearly 7 per cent more, and yet the food prices went up only by 1.6 per 
cent? 


Mr. MILTon: No. 
Mr. OLSon: Then, why is that? 


Mr. Mitton: I do not know. Again, I would say that this is a fairly small 
representative sampling of the items in comparison to the total. 


Mr. OLsoNn: The D.B.S. sampling is pretty small too. They took all of the 
meats, six items in cereal and bakery products, and then they took milk, sugar 
and sweets and about ten fruits and about 15 vegetable items, and then 
miscellaneous groceries, and so on. 


Mr. MILTON: This list of ours does not include any fruit, vegetables or meat. 
It is all dry groceries. 


Mr. OLSON: All dry groceries? 
Mr. MILTON: Yes. 


Mr. OLSON: When you get to 1966 over 1965 you claim that your costs 
advanced by only 3.34 per cent. The D.B.S. says that the retail price went up 7.5 
per cent, or more than twice as much as your increase. Have you any 
explanation as to why the retailer would pay more than twice as much, 
expressed as a percentage, as the increase you paid for these items? 

What I am trying to get at, Mr. Chairman and Mr. Hamm, is whether we 
can make any valid comparison between the figures you have presented and the 
figures as to the overall cost of food that the D.B.S. has presented. There is such 
a contradiction in the results that I am wondering whether they are of any 
value to us. 


Mr. Hamm: I do not feel that the calculations we have given are incorrect. 

Mr. Ouson: I did not say that. But, for the purposes of comparison, have 
you compared like things? | 

Mr. HamMmM: This is what I was leading up to. If we knew what actual items 
the D.B.S. used, and not just the product groupings—if we could know the 
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brands and the sizes, et cetera—then we may discover that there is a continuity 
between the two sets of figures. 

Co-Chairman Senator CROLL: I have one of these forms for you. Will you 
fill that in and send it back to us? The other retailers have done this. 

Mr. Hamm: That is, with respect to any of the items we handle? 

Co-Chairman Senator CROLL: Yes, with respect to any of the items you 
handle. 

Mr. HAMM: Yes, we shall be happy to do that. 

Mr. OLSON: Mr. Chairman, is that essentially a list of items that D.B.S. use? 

Co-Chairman Senator CROLL: It is the list we have been using, Mr. Olson, 
and we have asked the retailers and also the wholesalers to provide it. We think 
it contains almost everything. Meat, chicken and biscuits are listed, and we 
think it is a fair reflection. The others are all filling it in in the same way, so 
that we can take a look at all of them and compare them. That is what you 
wanted, is it not? 

Mr. OLSON: Yes, it is; but I was also wondering if we should not ask Mr. 
Hamm to do a little calculation in so far as his costs are concerned, both landing 
cost and selling price, on exactly the same items that D.B.S. use. 

Co-Chairman Senator CROLL: You know what D.B.S. uses for making up 
the index, do you not, Mr. Hamm? 

Mr. Hamm: Yes, and I will obtain that. 

Co-Chairman Senator CROLL: You can do that on the grocery items, can 
you not, in addition? 

Mr. Hamm: Yes, we will work on that. 

Co-Chairman Senator CROLL: On the items they handle which are on the 
D.B.S. list. 

Mr. Hamm: Do you require that over the same period we have used here, 
that is, 1960 to 1966, or could it be reduced to a shorter period of time? 

Co-Chairman Senator CROLL: Would a shorter period of time be agreeable 
to you, Mr. Olson? 

Mr. OLSON: Yes, it could be for a shorter period. 

Co-Chairman Senator CROLL: Name the shorter period of time. 

Mr. OLson: 1966, 1965 and 1964 would be all right. 

Co-Chairman Senator CROLL: Any further questions? 

Mr. JoyaL: Mr. Hamm, I have just had an opportunity of looking briefly at 
your statements for the past five years, 1962 to 1966 inclusive, and it is noted 
that your net income for that period increased from $768,000 to $1,182,000. 
Would you agree that this represents an increase over that five year period of 
approximately 54 per cent? 

Mr. Hamm: Yes, I would say so. 

Mr. JOYAL: Your earnings per share of Class A and Class B, after paying 
dividends, shows an increase from $4.41 per share in 1962 to $7.09 in 1966, 
which from my rough calculation shows an increase in dividend earnings of 60 
per cent over the past five years. My calculation also discloses that your 
retained earnings in 1962 amounted to $2.7 million, and in 1966 they amounted 
to $4.6 million, which I calculate roughly is an increase of 70 per cent in 
retained earnings during that period. You agree with my figures, I take it? 

Mr. Hamm: Well, yes, from what you have mentioned I would accept your 
calculations. 

Mr. JOYAL: It is also shown that in 1962 your shareholders investments 
amounted to $653,000 issued shares, which by 1966 had been reduced to 
$641,000. Therefore, do I take it that during that period of time the cost of your 
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investment has gone up from a total capital and surplus of $2,700,000 to 
$4,600,000? 

Mr. HAmm: Yes, I would say so. 

Mr. JOYAL: Which is an increase, as I have said before, of approximately 70 
per cent. That is all I wanted to get for the record, Mr. Chairman. 

Co-Chairman Senator CROLL: Any further questions? Mr. Hamm, we have 
asked you some very important questions to which your answers were not 
readily available, and we can easily understand that. However, our accountant 
has made a note of them and we want a reply within a reasonable period of 
time. We particularly emphasize the question concerning Harbour Investments, 
which, as we understand, is a holding company that owns your company or has 
the majority control. We have to know who they are, and if some other 
corporation owns them, we want to know who the other corporation or 
corporations are. Trace it right down till you get the names and addresses and 
faces. That is what we are looking for. . 

We would like very much to have that information so that it will not be 
necessary to call anybody else with respect to that part of the evidence. 

Mr. Hamm: Right, Mr. Chairman. 

Co-Chairman Senator CROLL: On behalf of the committee I wish to thank 
you and Mr. Milton for being helpful. You have done your very best to answer 
the questions and to be helpful to us in this undertaking. Thank you very much. 


Whereupon the committee adjourned. 
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EXHIBIT ‘‘A”’ 
wVesSsSnNaeaIa€a—eR—e@0as@»SeSOeoaOWOoWOOwOwWOwOmnaS@9@mmS9»aoS99a9a 
Mid-August ’66 Mid-October ’66 
Branch ‘‘A”’ Branch ‘‘B”’ Branch ‘‘A” Branch ‘‘B”’ 

Commodity Cost Ssh Pt Cost Sch Rat Cost Sa pat Cost at i 
PUTTS, 3 ahd sdk oe'nis oH 5.65 6.40 6.00 5.65 7.00 6.40 4.90 6.00 5.20 4.90 7.00 5.80 
Cabbage (Local)........ 2.75 3.00 4,0 2.50 G7 8:00 | BES) 2525): , 2N75\S222:6508 2.50 eS Gowi 6 306 
Carrots B0s. Yr ren... 3.45 — — 3.45 — — 2:50 => se OO — — 
CORO GS 48 55 ue once o'ck gi -36 36 = 36 40 385 25.3 34 — 25.3 30 — 
Carrots Is: isBer ars secu = — _ = = _ SOR! 115 _ 9.6 ail — 
Grapes=Re oe x sco veg 5.15 YW fi) 5.65 5.15 6.00 5.50 4,37 4.50 — 4.37 4,50 — 
Cakesia mp5 0266-5 ae. 4.96 6.25 = nn £296) eG. 25 —- 8.83 . 4.50 te Gs. Samed. OO — 
Leptuee, 28.2 02. Re. c8 6.97 8.00 =<), £5,835 T2,5.50 —= + 6,385... 6.00 SPE 115.03 GILG 00) 15s 75 
TSGHVONS Wee elo e son aoe —= = — — _— = Onzon n00 =p MOB, Walk, _ 
Onions. 608% ses es he 4.80 — =<) » 4,80". G00 — 3.20 4.00 a 820”. 4500 — 
Ontong 3a... 2h Se. st 35 39 — 35 40 38 29 31 30 .29 31 — 
Oranges 1383.70.50. 0... 2 STO OSS0"™ “5525 +984, 50 a7 5 ow Onan 2 Oba == Os4a8 G,o 
Oranges 163s............ 4.07. B.00 4.75, «04.07 .. 5.00 — 4.85 5.70 — — —_ _ 
Potatoes 75s...........% 2.25 Eat 2,401 2.25) yh 2675 me 1.78444 2410 ri «BDO 250 — 
Potatoes 158..¢o.2.55... 54 Sul — .o4 65 _ 43 50 _ — — _ 
Tomatoes 10/12......... 1.833 a 2a, gg 1.85546 2,00 2.25 1.83% 2.25 —, » 1.834. 2.25 _ 
Colervese 2330, goer ts 4 Do) 70 5) 9579 7.00 —_ - — ..5.50 7.00 = 
Celery 2s & 30s......... 7.96 9.00 ewe 90 BON taro _ = _— — — — 
harnips Maocal.. eae kc 3.50 4.00 — 3.25 — 3.50 — _ _ — _ = 
Lettuce Local........... 3.50 4.00 — — — _~ = _ _ — —_~ _ 
Tomatoes Ontario....... 3.05 ==" | 3..20"* © 3.00 — 38.25 =— —_ -_ — = = 
ROR ENGI S ocala ea a oe oe 4.50 a 400 — — — — om = sy = oe 
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EXHIBIT ‘A’’—(Continued) 


(Wholesale cost price for the following years) 


1960 1961 1962 1963 1964 1965 1966 


Reso Dean LOO LDS.: toe acs aoe eee 13.82 12.20 8.80 9.22 14.18 22.45 14.43 
Clark’s Beans with Tomato Sauce 24/20. 4.50 4.50 4.50 4.50 4.30 4.80 5.50 
Christies Premium Sodas 24/1 lb........ 7.12 7.12 6.71 7.31 6.85 7.49 7.49 
Maikins Brooms 128! ..3,2....0s.p0 en nae 11.50 11.50 11.50 15.45 15.00 15.00 18.60 
Blue Bonnet Margarine 30/1’s............ 7.80 8.10 8.10 7.80 7.80 9.00 9.98 
Rose Margarine Parchment 36/1 lb...... 8.10 8.10 7.38 7.38 7.56 9.36 9.72 
Schwartz Peanut Butter (Reg. J) 12/16.. 4.10 4.35 4.50 4.50 4.50 4.85 4.90 
Libby’s Sweet Orange Juice 12/48....... 4.27 5.61 4.39 5.70 6.21 4.51 4.99 
Graves Beans with Pork 24/20.......... 4.16 3.81 4.16 4.24 4.36 4.36 4.76 
Graves Apple Juice 12/48................ 3.24 3.44 3.44 3.63 3.65 3.55 3.40 
Ontario Choice Tomatoes 24/28......... 5.03 4.77 4.77 4.55 5.98 6.23 6.31 
Allen’s Fruit Drinks 12/4820: 12.06/80) 3.65 3.65 3.25 3.25 3.80 3.80 3.80 
Maxwell House Instant Coffee 24/6...... 19.95 22.00 22.80 22.75 27.50 26.30 26.30 
Maxwell House Coffee Reg. 12/1 1b. Bag 7.80 8.04 8.04 7.80 9.96 9.96 9.96 
Heinz Ketchup 24/01. tty. .08s5. 55 fee 5215 5.15 5.19 5.15 4.69 5.38 5.35 
Pink Seal Fancy Pink Salmon 48/}...... 12.94 13.44 13.95 13.95 14.19 15.84 15.84 
Hereford Corned Beef 24/12............. 11.00 10.70 9.85 10.45 10.00 11.25 12.40 
Kellogg’s Corn Flakes 36/12............. 8.82 8.82 8.82 8.82 9.62 9.62 10.21 
Reled Oats.9/5ab8. ...r2..... Masks. J ood 4.50 5.10 5.10 5.10 5.10 5.30 5.75 
Jello OWder SO Lows oad. +6 cae Soha ae 3.00 3.00 3.00 3.20 3.50 3.50 3.50 
(SPIRC 667 1115. 50 ca ee ee ee 13.32 13.00 12.36 12.36 13.24 13.24 13.85 
Hasifiret Shorteming 3B/D1b........2084 6. 9.81 10.72 9.10 9.72 8.94 9.30 9.76 
WDOMESICEO/ 1 SGM: 6 a0 ooo nee eee 11°57 11.62 11.62 11.62 12.34 12.84 13.06 
Catelli R..C. Macaroni 24716. 22 sai caus = 3.80 4.05 4.05 4.30 4.30 4.30 4.30 
5:8. P.F.B. Molasses 6/dt..5...0 «i2.nees 1.49 1.70 1°70 1.75 2.35 2.10 2.20 
White Swan Toilet Tissue 24/4.......... 10.85 10.85 10.85 10.85 10.85 10.13 10.86 
Rose Sweet Mixed Pickles 12/16......... 3.34 3.49 3.49 3.63 3.79 3.58 3.82 
HMousenold, Salti24/2).ccn ec <ssaane es eam 2.91 2.91 2.91 2.91 Se1l 3.11 3.27 
Tide Soap Powder Giant 12............. 9.25 9.25 9.25 9.70 9.91 10.27 10.47 
Aylmer Choice Peaches Hvs. 24/20...... 6.64 5.69 5.69 5.69 6.21 6.81 7.01 
Aylmer Fancy Tomato Juice 12/48...... 3.50 3.65 3.80 3.40 3.90 3.65 3.95 
Cod fst Balle 200s nies og oe ee 9.30 9.30 9.88 10.85 12.30 12.00 12.00 
Southern Cross Tuna Flaked 48/6....... 6.50 6.50 6.95 7.50 8.15 8.25 9.30 
Southern Cross Tuna Solid 48/7......... 7.70 7.70 9.80 10.50 10.85 10.95 12.10 
Maple Leaf Pure Lard 36/1 lb............ 7.56 7.56 6.30 6.12 8.46 9.18 9.54 
Boston Corned Beef Loaf 24/12.......... 8.24 8.45 7.70 7.70 8.97 9.25 10.85 
Prunes Medium Size 24/1 lb............. 6.95 7.88 7.20 6.87 6.17 6.43 £ Ga ES 
Save-Easy Instant Coffee 12/6........... —_ — — — 9.03 9.02 9.02 
Kleenex Rew (2802 s..00008 canteens sane 11.05 9.83 9.83 9.83 10.10 10.47 10.85 
Kleenex Mech, Hs Bes, 3205. cere ees 8.15 7.55 7.55 7.55 7.55 7.70 8.49 
Wogue. Ll. (lissie 1008...) s.eos seh team eee 6.50 6.50 6.50 6.85 7.22 7.95 8.39 
Balletil <Passie 100 8. 07s -h eons cae eas 9.75 9.75 0.75 9.75 9.75 10.42 10.73 
Ballet T. Vissue.4 Roll sivas esd axaeece 9.36 9.36 9.36 9.36 9.36 10.00 10.73 
miveporateq: Milles i tee ts. tala cae aay 6.30 6.30 6.55 6.85 7.00 7.10 7.35 
UES 4 cate ty eh Sh een aes wike wee 6.68 6.93 7.48 7.83 8.03 8.03 8.43 
Sub-Standard Peaches 24/20............. 5.09 4.74 4.74 4.64 5.26 5.06 5.51 
aba OGt so anti uisok e deen ae 336.06 338.68 © 332.62 342.88 366.86 384.64 397.51 
Yearly Percentage Increase or Decrease. 0.78 1.79 3.08 6.99 4.84 8.34 
Period Percentage Increase.............. —_--—————._ 18.29 —— 


— 
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—Upon resuming at 3 p.m. 


Co-Chairman Mr. BAsrorp: Will you please come to order. Following 
some comments made the other day, I would advise that each of the witnesses 
scheduled for appearance later have been sent the following telegram: 

Re your company’s scheduled appearance, consumer prices commit- 
tee would strongly urge, for better understanding of your company’s 
position, that prepared statements be submitted to me— 

That is, to Dr. James— 
at least one day prior to appearance, for confidential distribution to 
committee members. Such distribution requires 40 copies in English, 10 
copies in French, excluding copies for press which we leave to your 
discretion. Suggest you bring extra 100 copies for distribution at meeting. 


That is sent as a result of your remarks the other day, Mr. Leblanc. 

Mr. LEBLANC (Laurier): I wish to thank the Steering Committee for ac- 
cepting the suggestion. I think it will make the position easier for the committee 
generally. 

Co-Chairman Mr. BASForD: The initial difficulty was that people were 
asked to appear at rather short notice. 

This afternoon we have as witnesses, Couvrette and Provost Ltée. On my 
immediate left is Mr. Aimé Boisvert, Vice-President, Development; next to 
him is Mr. Bernard Couverette, President of the company; behind me are Mr. 
René Provost, Executive Vice-President and General Manager; Mr. Gérard 
Carriére, Secretary and Vice-President, Merchandising; and Mr. Gilles Brunet, 
the Comptroller. 

If the gentlemen of the press would like to sit at the table for translation, 
they are welcome to do so. However, copies of the brief are available in both 
English and French. Let me then ask you, Mr. Boisvert, to read your brief. 


M. Aimé Boisvert, Vice-Président (Expansion): Merci, monsieur le président. 
(Translation) 


Messrs Chairman, 
Honourable Members of the Joint Committee, 


Not only have we brought along with us submissions in both English and 
French, but we shall proceed with its presentation in our operating language, 
confident that the English texts at your disposal, plus simultaneous translation 
will provide more than adequate communication. Needless to say that after 
the presentation, we shall lend ourselves to the cross examination of the 
Committee in either suitable language. 

Our company is a young one having been incorporated at the end of 1961 
through the merger of Couvrette & Sauriol Ltée and of Provost & Provost Ltée, 
and having begun effective merged activities towards the beginning of 1963. 
Nevertheless, a first consolidated report of operations was produced for the 
term ended March 3lst 1963, and others on every last Saturday of March of 
each year, yielding four terms, against the requested six. Nevertheless, we are 
confident that the four terms covered will serve their end in covering the 
topics suggested by Dr. James, your Committee Secretary. 

Other wholesale food distributors will have illustrated for you the essential 
differences between our type of operation and that of integrated national chains 
and we shall not belabor the point other than specifying that our own organiz- 
ation caters to the requirements of independently owned retail stores of all 
types, sizes and locations, as well as to some institutions. 
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And in order to deal in terms of comparable quantities, we have separated 
our sales to institutions from the consolidated totals of our Annual Reports. We 
have at the same time separated therefrom, our sales of trading stamps, not so 
much because they are not an integral part of our food sales, but because our 
trading stamp company, Primes Regal, Inc., was incorporated in Summer 1964, 
and became operative February 15, 1965. We thought that in thus separating 
their results, we would produce a set of results of a more comparable nature, 
through the four terms under study. 


Gross Sales.—Our gross sales for the four terms under study were as 
follows at: 
March 31, 1963 March 28, 1964 March 27, 1965 March 26, 1966 
$1,000 %o $1,000 Jo $1,000 7/2) $1,000 % 
hel ae 100 22,999 100 40,664 100 48,274 100 
Cost of sales .. 20,147 95.39 22,103 96.10 ov,262, S600 46,598 96.53 


Gross Profits—For the same period, these ran as follows: 
975 4.61 896 3.90 1,392 3.43 1,676 3.47 


It must be noted that for the term ended March 3ist, 1963, about $1,200,000 
worth of institutional sales could not be separated and since, because of cost of 
doing business and long terms of payment, these sales normally call for higher 
gross margins, they will in part explain the 4.61% margin during that term. 


SALARY AND WAGE COSTS—ADVERTISING EXPENDITURES 
Transportation costs.—Using the same tabulation as above these expenses 
are the following: 


March 31, 1963 March 28, 1964 March 27, 1965 March 26, 1966 
$1,000 % $1,000 Jo $1,000 % $1,000 % 


SalATIOST: -A te We 621 2.94 565".52..46 925. 2227 1001 cree 
Advertising ..... 97 .46 267 1.16 573 1.40 649 1.34 
Transportation .. 173 . 82 114 .50 144 .30 162 34 


The Transportation Cost information given consists in our delivery costs 
only. Most of our merchandise is delivered to us F.O.B. our warehouse. Any 
transportation cost changes sustained by our suppliers have historically been 
relayed to us on the occasion of price adjustments in the form of new F.O.B. 
our warehouse prices. Where we buy on an f.o.b. supplier’s place of business 
basis, the cost of transportation is directly added to our per unit cost price at 
the time the invoice is received, and we have no manner in which to separately 
account for this factor, other than to say that it might affect hardly more than 
15 percent to 30 percent of our purchases. 


Private Brands.—These, within very wise quantitive variations, have 
become a nearly automatic adjunct of the aggressive food merchandiser. 
Our company uses them on seven product categories only, and their sales in 
the total product mix are far from significant yet. A separate study tells 
us that 3 per cent of our sales are for our brands directly destined to our 
group affiliates, while bread, made available more widely, would represent 
1.24 per cent of that same sales volume. 

These private label products are carried for two reasons: (1) They 
allow our group members to _ better identify themselves by continuing 
their group identity on to the consumer’s table and in the pantry. The 
object is to build better consumer loyalty to the stores of our affiliates. 
(2) Private brands, generally cost less for similar quality and quantity and 
enable our merchants to remain competitive. 
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Determining Selling Prices at Wholesale-——Two systems are dominant 
in our distributive field: (a) The invoice cost, before cash discount, plus a 
graduated scale of percentage margins depending on the size of the retail- 
er’s order. (b) A “net” price structure including a markup over and above 
the cost price, sufficient to cover operating costs and profit. Our own 
catalogue follows the latter pattern, making sure that our end prices are 
strictly competitive with any in our market on the fastest moving battery 
of products, and a somewhat higher margin on products enjoying a lesser 
velocity of movement. Our pricing is never conceived to cope with an- 
ticipated demand. At least, it is not so conceived at our level of distribu- 
tion. Hundreds of price adjustments upwards or downwards are effected by 
our suppliers, which are immediately transferred to our price structure, 
and according to the same general percentage markup mechanism. The only 
exception to this rule might take in the necessity to cover our needs in 
advance on a few staple lines of vegetables when we know that the crop 
results are deficient and might leave us without supply too early before 
the next canning season. When this development occurs, at any rate, we 
must then resort as well as our competitors to importation. 


Trading Stamps.—These, insofar as the general public continue to accept 
them, are a necessity dictated by competition. We operate our own stamp 
company, and because of certain economies are able to offer the stamp program 
to our customers at a substantially lower price than would otherwise obtain. 
The advantage to us as a wholesaler apart from that of the lower price, is that 
of exclusiveness to our affiliated members and customers. 


Contests.—We consistently organize in-store promotions as a support for 
each individual group member, and as a complement to the television, radio and 
handbill advertising program we conduct centrally for the retailers. These 
afford us the opportunity of originality, plus the added inducement to support. 
the stores eager for continuing interest and excitement. 


Weekly or Seasonal Food Specials.—These, again, are dictated by the 
extremely competitive field that is ours. Seasonal food specials are a natural 
opportunity to offer product categories at special prices, enabling the housewife 
to effect economies. Product categories are again responsible for a large number 
of promotional “‘weeks” such as baby week, pickle week, sandwich month, salad 
month, cheese month, potato month, apple month. Seventy five weeks would be 
more appropriate in a year to accommodate them all. Apart from these, group 
operations such as ours call for a number of promotional events where special 
emphasis is placed on low prices and even on occasion, some free merchandise. 
These will be observed on the occasion of anniversary sales, and the Easter and 
Christmas seasons. 


Advantages to the Wholesaler of Private Labels VS Nationally Advertised 
Labels.—We have explained above what, in our view, constitutes the value of 
private brands. Also in our view, the private brand, as conceived thus far by the 
wholesaling industry should not be construed as being ‘‘opposed” or ‘‘versus’” 
nationally advertised brands. If it were not for the creative leadership of the 
manufacturers of advertised brands the entire food distributive machinery 
might well be still at the days of in-store packaging out of bins or the cracker 
barrel. 

Not so long ago, one could read in the newspapers a recommendation to the 
consumer of buying from bulk in preference to the prepackaged units. Needless: 
to say that this practice, if restored, would soon bring us back to the pre 
self-service margins of twenty five percent or more at retail, since centralized 
prepackaging has proven its economic value over the in-store packaging. And 
Mrs. Consumer, deprived of the convenience now found in present day foods 
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might well be back to five hours of kitchen duty instead of the one to two hours 
a day that now suffice. 

Through the interplay of competition, particularly in important metropoli- 
tan markets such as ours, aS many as 20% of the consumers are liable to be 
attracted to the opposition’s stores, and another 20% to 22% are liable to move 
each month of May. If one has been fortunate enough to develop loyalty 
towards one or more of his private brands, he stands a chance of repossessing 
some of the elusive customers, through his private brand. 


Cash And Carry Outlets.—In order to maintain economy, we have had to 
gradually raise the minimum size of order that we would process out of our 
main warehouse. This would tend to eliminate from our ex-warehouse sales a 
most substantial volume of business available from thousands of small retailers. 
To cope with their needs, and enable them to buy at the lowest possible price, 
we have in operation at strategically located sites, six cash and carry depots 
operating under the name of Les Epiceries Presto Ltée. In these depots, the 
retailers shop their requirements of merchandise exactly in the same manner as 
a consumer does through a regular food store, the purchases being checked out 
with no more than a cash register tape. In this manner, the expenses of selling, 
delivering, order assembling and documentation are practically eliminated, and 
the savings are passed on to the small merchant, enabling to hold his own, price 
wise against the more sophisticated competition he has to face. 


Determining that our Wholesale prices are competitive.— This is done by a 
periodical control via comparison with competitors’ price books. Another fre- 
quent mechanism used, since all prices cannot be and are not exactly the same, 
and since the price bases vary from “cost plus” to “‘net less an allowance’”’, such 
as is our case (we concede a 1 per cent allowance on orders of $800 or more, 
accompanied by blank cheque), another mechanism, we say, consists in running 
substantial parallel orders, on the same items out of competitive catalogues, and 
making sure that we are at least on a par with them, or slightly lower, still 
remaining in a position to at least meet operating costs. When one bears in mind 
the low net profit (less than 7/10 of one per cent in our case) it must be 
admitted that there is not too much of a margin between loss and profit. 

So much for the suggested topics for discussion submitted by your Commit- 
tee Secretary, and for which we are thankful. e 

To summarize, our wholesale industry ranks among the most economically 
conducted large businesses. All through the 1950’s our industry, to assist 
independent retailers remaining competitive with their corporate competitors, 
has had to learn to pare down costs to the bone, and from historical margins of 
from ten to twelve per cent, we are now down to the type of gross and net 
margins reported earlier. Nothing is being spared to bring efficiency to new 
heights through the use of data processing, mechanization and automation 
which, in our own operation, has enabled us to cut down inventories substan- 
tially, and reduce total handling costs through work simplification. This has 
helped facing up to our own salary increases, while maintaining a competitive 
position, and no more than sustaining our slightly more than 6/10 of 1 per cent 
margin of net profit for the past two terms. 

While paring down costs and increasing efficiency, it has nevertheless been 
possible through retailer cooperation, without affecting the general low gross 
and net margins, to provide the independent retailer with an ever widening 
battery of services including substantial advertising, through radio, television, 
handbills and window posters, special sales, a centralized produce purchasing 
service, meat program, dairy service, retail accounting, field supervision, as well 
as full weekly information through bulletins on all store departments. 


The importance of price to the homemaker.— Many food distributors have 
been guided, in orienting their merchandising efforts, by consumer preference 
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surveys conducted by various research organizations, particularly in the past 
ten years. These surveys, covered by the trade magazines, ‘and by industry 
conventions, have generally ranked these preferences in the following order: 


1, Store cleanliness. One must understand overall atmosphere here, rather 
than straight cleanliness. 


2. Freshness of perishable products, namely meat, produce, dairy products 
and frozen foods. We share the view that these products in particular win or 
lose customers for a store, to a most important degree. 


3. Variety. The one-stop concept for satisfying one’s requirements has 
gained wide acceptance. And variety has been an important key to larger 
average orders on the key shopping days. 


4. Convenience and comfort. This, to any shopper of the supermarket has 
been well provided, in most areas of the stores. 


5. Courtesy and personal attention. This is of particular interest, in terms 
of stores where physical conditions have tended te minimize possibilities for 
personal contact, although recent trends towards in-store bakeries and deli- 
catessen counters would work towards more personal contact. 

6. Value. Or price. We shall leave observations sista issue from this ranking 
of values to the Joint Committee. . 


It is to be remarked that up until recent weeks, many factors have 
superseded the value, or price element. In independent stores, where space 
generally cannot accommodate variety and convenience to the same degree as 
the large supermarkets can, it is courtesy and personal attention that have stood 
the independent operators in good stead in our Province particularly, where he 
still enjoys about seventy per cent of total food sales. We think we all share a 
degree of responsibility in fighting a rising cost of living and inflation, and in 
our food field we believe there would be merit in putting across to the 
housewives, recommendations issued by the United States President’s Com- 
mittee on Consumer Interests, under the title of “Shopping Sense”, a series of, 
ideas for stretching food dollars. Such headings as “Do pennies count? showing 
that three or four cents off a 25 cent can of beans represent a 10% to 15% 
economy... Try New Recipes, New Meal Ideas...Shop the Specials... Make 
Out a Shopping List... Compare the Brands... Be Willing to Switch When the 
Price is Right... Buy in Quantity... Check the Cost of Convenience...” and 
some common sense ideas in shopping the dairy, meat, produce and cereal 
departments, all can go a long way in helping Mrs. Consumer redressing a 
situation in which she has had a heavy participation. A. copy of “Shopping 
Sense” is appended to this brief. 


(See Exhibit A following this text) 


Much closer to where we live, right here in Canada, the newspapers of last 
week quoted, at the suggestion of the Canadian Association of Consumers, a 
government of Canada prepared booklet comparing two alternative shopping 
lists of supposedly equal nutritive values one of which totalled $18.75, against 
the more sophisticated one of the same nutrients through a different set of food 
vehicles at somewhat more than $34.00. I shall not venture to evaluate the 
documentation on which this release was based, at so close range. But the CAC 
observations would appear most potent in assisting. those particular consumers 
with low incomes. The point is: Shall we tell them, and, if yes, will they listen? 


(See Exhibit B following. this text) 
(English) 


Mr. Basford is inviting me to point to the epibadiar to the brief which lists 
the prices of some faster moving items as had been requested. by your secretary. 


(See Exhibit C following this text) 
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I was present this morning during a discussion on this very topic. I can 
sense we are trying as much as we can to work towards comparable quantity 
items related to the calculation of the cost-of-living index wholesale section, 
and we would ask no better than to try to supply such a list on the basis 
discussed this morning. I think we will both gain in accuracy of information and 
in workability. We would ask no better than to comply with the request that 
came from Mr. Olson, I think it was, this morning. We must plead guilty to not 
coming with the type of information which we know now is necessary, but we 
came with the type of information we thought had been requested. It is a 
question of semantics on the issuance and receiving which seems to be at 
variance with various other organizations as well. 

Co-Chairman Mr. Basrorp: Thank you very much, Mr. Boisvert. Mr. 
Saltsman. 

Mr. SALTSMAN: I would like first of all to express my appreciation for this 
information you have placed at our disposal, and refer you to the item in the 
third column on one side where it says “Figure the cost per ounce, per pound, 
per serving.” This is perhaps one of the ways the consumer could determine the 
value he is obtaining. This is in the column which is headed “Be willing to 
switch when the price is right...’ Some of the witnesses who appeared before 
you have had considerable difficulty in figuring this out for themselves. This 
sounds like an excellent piece of advice to the housewife. Can you tell me how 
the housewife can do this an easy fashion? 


Mr. BoIsvert: I am afraid, Senator Saltsman— 
Co-Chairman Senator Crouu: Leave him where he is. 
Mr. SALTSMAN: Wrong party. 


Mr. BoIsveRT: Have I promoted you? May I apologize to the honourable 
senators. 


Mr. SALTSMAN: I am afraid they could sustain having me with them. 


_. Mr. BoIsverT: You are touching upon a practice I have indulged in myself 
when shopping with Mrs. Boisvert. I do not contend it is the easiest thing, but 
as in all things educational, and this was the concluding part of our brief—are 
we going to try to do the education? And if the answer is yes, are we going to 
be listened to because in a sense education is a matter of repetition. Going all 
over our brief yesterday and commenting on the various admonitions and 
headings on this paper, our president thought if we go to project these as 
slogans in stores, using posters, here is an indication where we ourselves have 
been sensitized to these possibilities. It is largely a matter of education. A little 
practice in arithmetic should render anyone proficient in the end. The first thing 
is to get things started in that direction. 

Mr. SALTSMAN: I am very pleased with your attitude towards this, per- 
sonally. As a help in this educational process, and taking into consideration the 
fact it is going to be very difficult, even for those trained in this sort of thing, 
let alone those who are not trained to make this kind of assessment, what are 
the possibilities for having such goods priced on a per-ounce basis, to leave a 
panel on the box and instead of listing, say, 2 for 49 cents, to indicate the price 
per ounce? This would give the consumer a more valid comparison. 

Mr. BoisvertT: I would like to submit respectfully that this would render 
Mrs. Consumer a great service but at a very high cost. Items on the shelf are 
subject to change fairly often. It is already taking the patience of Job and the 
wisdom of Solomon to educate our free affiliated members to keep their prices 
under control. They cannot afford to be off in this. If they are too low in their 
prices they lose money, and if they are too high they lose customers, so just to 
get them to maintain discipline in their pricing is almost already superhuman. 
There is a high degree of education there. As I started answering you, in this 
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type of negative approach, and here I am thinking out loud and very candidly, I 
was wondering if perhaps the same device that serves to print the prices on the 
tin might, if adjustable, conceivably convey that information at the same time. 
This is perhaps far-fetched, but to indicate the price in the manner in which it 
is done now could be more costly than the benefit. But if a mechanism could 
co-ordinate the pricing with the information—maybe you have started some- 
thing new. 


Mr. SALTSMAN: I think it is conceivable that the machinery at our disposal, 
and I would like to pursue this further with you because I think it would be 
important for the consumer—it is quite conceivable you could have a machine 
with settings where you dial the price and a number of items and then you push 
a button on the machine and it comes out in that fashion. The cash registers in 
the stores are far more complex than that. I think there are already printing 
machines of a type that could be readily adapted for this purpose. If the 
manufacturer were to leave on the corner of each box a space for this 
information then the consumer would know as she looks at the right-hand 
corner, for example, what the price is and also that it costs so much per ounce. 

Mr. BoISvERT: I am going along because I think it has merit on the 
condition that the feasibility be not at the cost of the consumer. 

Mr. SALTSMAN: Should this committee, in your opinion, pursue this line of 
investigation so we could balance the cost of doing this as against the benefit to 
the consumer? 

Mr. BoIsverT: I think all the advantages we have gained over the years in 
marketing have issued from research. Nothing might be more worthwhile than 
to devise, if we can, a mechanism of that type. 

Mr. SALTSMAN: Thank you very much for your answer to that question. 

Mr. McCutTcHEoNn: Could I ask a supplementary at this time, Mr. Chair- 
man? 

Co-Chairman Senator CROLL: Yes, go ahead. 

Mr. McCutTcHEON: Would this step that Mr. Saltsman is referring to be 
simplified if we had standard packages that had 4 ounces, 6 ounces or 10 ounces, 
rather than as we now have, 10-3/8 ounces in some cases? Should our 
committee explore this angle more? 

Mr. BOIsvERT: Anything that might introduce simplification would serve the 
entire food industry and the consumer as well. 

Mr. McCutTcHEOoN: Do you think this would be worth while? 

Mr. BOISVERT: Definitely so. 

Mr. McCutTcHEOon: Thank you. Thank you, Mr. Saltsman. 

Mr. SALTSMAN: Mr. Boisvert, I wanted to go back to the first question. If it 
is not possible in’terms of transferring this information on to the box of 
merchandise itself, have you ever considered the possibility of using some of 
these wheels, these paper cardboard wheels sometimes used for advertising? I 
have seen them used for eggs, and you dial Grade “A” eggs and a lower grade 
in order to get the relative value. You could have a wheel devised as advertised 
for a company whereby the consumer could dial the number of ounces and the 
price and come out with the price per ounce. This very simple mechanical or 
low-cost device could be given to the consumer as an aid to shopping. 

Mr. Botsvert: I think this would be a possibility. I am thankful for 
something I have learned already out of this. 

Mr. SALTSMAN: The housewife could translate the information herself until 
such time as consideration could be given to the other factor. 

Mr. BOoISVERT: This should be explored, I think. 

Mr. SALTSMAN: Thank you. L397. 
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On page 3 of your brief, under the schedule “Salary and wage costs 
of—advertising expenditures” as we look along the salary line we find that 
salaries, as a percentage of your sales, have been coming down continuously. If 
you look along the transportation line you find that transportation costs, as a 
percentage of your sales, have been coming down continuously. When we look 
at advertising, however, we find that advertising, as a percentage of your sales, 
has been rising very steadily, and has gone from one-seventh, in relation to 
salaries in 1963, to almost two-thirds in 1966. I know this is the cost of doing 
business as much as the other factors. I think you recognize this by putting it 
into this framework. 


Mr. BoISvERT: Yes. 


Mr. SALTSMAN: Is there anything we can do about diminishing this trend 
and still maintaining competition in the field? 


Mr. BOIsVERT: We live in a dynamic, competitive business. If you will refer 
to my notes on the mobility of the consuming public, 20 per cent are recognized 
as changing loyalties throughout the year, and in such a metropolitan concen- 
tration as Montreal from 20 to 22 per cent and sometimes, in terms of certain 
sections of the city, more than that move out altogether. It takes advertising 
and all the mechanisms at our disposal to recapture the moving population and 
the moving loyalties, and maintain the volume. We could: have decentralized 
this cost of advertising by stating that our retailers participate in it. We have 
answered liberally the request for the information from Mr. James to show the 
trend. It does not actually cost us that because our retailers share in the cost of 
that advertising, but we thought we would answer the committee request 
truthfully and indicate the trend. But at the same time, sales have shown the 
effectiveness of these efforts; they have gone up dramatically. 


Mr. SALTSMAN: Had there not been any advertising over that entire 
period—I mean, not only for yourselves, but generally throughout the whole 
industry—do you feel people would have stopped buying food under those 
circumstances? I think this is a sort of exaggeration, this business of saying 
people buy because advertising takes place. I think that has a limited truth to it. 
Obviously, people buy, in most cases, because they require food and nourish- 
ment. Iam not trying to single out your company any more than I would single 
out any other company in this sort of thing. It is a pattern in the whole 
industry, and we know everyone has to go along with that pattern if they are 
going to survive. But, to what extent has this expensive advertising and 
promotional gimmickery, as it has sometimes been called, really helped the 
consumer? I realize there is some meritorious advertising, but has it not perhaps 
gone too far in the whole industry? 


Mr. BoIsvERT: Has it gone too far? No matter how we use our advertising 
budget, in some form or another it is the same budget. It cannot exceed more 
than so many dollars or so many percentage points of our available expenses. 
We have to get the blessing of our management on it. 

Let us use an illustration where advertising perhaps has been lacking. I am 
cautious in using the words. Milk distribution, for instance, where historically if 
you go back through the years, in contrast to what happened in the supermar- 
ket industry, it has not shown too dramatic a growth in consumption. Rather it 
tends to be going down because of the lacklustre, overall approach advertising- 
wise in the dairy industry. Maybe there are some changes ahead and certain 
merchandising trends make milk available at a cheaper price. It does not follow 
it is publicized that much more. Here is an example of a basic food which, if 
sold in larger quantities, could help the entire economy through helping the 
farmer, and yet it still constitutes a problem for lack of the aggressiveness 
displayed by other sectors. Whether there is too much or not enough of a thing, 
I submit respectfully, is very relative. : 
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Mr. SALTSMAN: On page 10, where you indicate some of the reasons or some 
of the motivations of the consumer in terms of buying, price or value appears 
down at the bottom. This is on page 10. 

Mr. BoIsvertT: Yes. 


Mr. SALTSMAN: Price or value is sixth in the reasons for consuming 
preferences. This, of course, reinforces statements that have been made by other 
people along the same lines, based on survey, that price almost seems to be the 
last consideration of the consumer. This is what the surveys say, yet many of 
the consumers today, as witness their revolt and their boycotting, seem to be 
very much concerned with price. I would like to ask you a number of questions 
about this sort of value scale we have here. First of all, has this always been the 
case? Are consumers less price-sensitive today than they were, say, 25 years 
ago; and to what extent have they been made less price sensitive by the nature 
of food marketing? I mean, has there not been a tendency to make them less 
price sensitive? There is a loyalty to brand names, for instance, and a loyalty to 
certain types of goods because they are widely advertised. Has this not 
interfered with their ability to become price conscious? 


Mr. BoIsvert: This goes back a long way. It goes back to the birth of the 
supermarket itself in the thirties, when it had only the price image. There has 
been an evolution since then. There was the putting forth by some of the 
merchandisers of some of the fineries, and a more pleasant atmosphere. In the 
early fifties—I should think about 1953—one of Canada’s leading chains, taking 
the view that in theory the finery cost something and that it would be imposed 
on the consumer, decided to build stores which were basically functional. They 
built stores with the cement beams showing, with no air conditioning and no 
particular decoration, and with a minimum of floor treatment. But, after 1953 
Mrs. Consumer swiched her preference. She snubbed that type of store, and 
such stores had to be done over two or three times in the ensuing years. 

It was in the years following 1953—in about 1955 and 1957—that two 
Surveys were conducted in Montreal, in particular, involving samples of 175 
consumers, and they produced these varied results. It is these results that were 
reappraised at convention seminars and in the trade magazines, and other 
chains across the North American continent proceeded to establish what their 
consumers wanted. It was 175 women who stated they wanted these things in 
that order, and not I. Mind you, enough of any of those factors put into play 
could change the order of the preferences. I am stating a matter of fact here. 
Perhaps if a survey were conducted today, price would come out at near the top 
of the pile—possibly in third place, after cleanliness and freshness of the 
perishables. You cannot erase those first two factors. 


Mr. SALTSMAN: Are those factors really that expensive to maintain? Does it 
really cost that much to put up a pleasant structure as against the bare bones 
block type of structure, when the cost is amortized? Does it cost the consumer 
that much? 


Mr. BotsvErtT: I have no practical knowledge of such an appraisal, but it 
would seem that theoretically the lower the cost of a building, and the tooling 
or the store equipment, and so on, the less should be the occupancy costs. I 
think that that stands to reason. . 


Co-Chairman Mr. Basrorp: Have you many more questions, Mr. Saltsman? 
Mr. SALTSMAN: No, Mr. Chairman. 
Mr. BoIvERT: It would be less but it would lose customers to the operator. 
Mr. Bernard CouvrRETTE: And thus be more costly. 

Mr. Borsvert: Oui. 


M. LEFEBvRE: Monsieur Boisvert, avez-vous des commentaires a nous faire 
sur des ventes d’articles annoncés. 4:10c., 15c. ou 20c. de rabais? Personnellement, 
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étes-vous pour ou contre cette idée? Pensez-vous que cela pourrait aider a faire 
monter, ou baisser les prix, pour le consommateur? 

M. BoIsvERT: Je n’ai pas bien compris votre question. 

M. LEFEBVRE: Les ventes d’articles qui s’annoncent a 10c., 15c., 20. de rabais, 
comme le café, par exemple, ou quelque chose de ce genre, qui est annoncé? 

M. BoIsvEerT: Je vais laisser notre vice-président, M. Carriére, répondre a 
cette question. 

M. Gérard CARRIERE: Si je comprends bien votre question, monsieur 
Lefebvre, ce sont des rabais sur ]’étiquette? 

M. LEFEBVRE: Oui. 

M. CARRIERE: Des “off labels’? 

M. LEFEBVRE: C’est ca. 

M. CARRIERE: En ce qui nous concerne, on n’a pas grand choix, parce que 
c’est le fabricant qui décide d’offrir cela, dans le but d’attirer le consommateur a 
demander sa marque en particulier. Mais, si je comprends bien votre deuxiéme 
question, aussi, si vous demandez si on est en faveur de cela, si tous les 
manufacturiers discontinuaient de le faire, ca ne ferait que nous aider a porter 
un inventaire moins gros, et on serait plus heureux que 1]’on est dans le moment. 

M. LEFEBVRE: I] y aurait une réduction dans le prix? 

M. CARRIERE: Normalement, il devrait y avoir une réduction. Si le manufac- 
turier est en mesure de réduire une boite de savon de 40 pour 100 sur la boite, 
enfin, logiquement, ca semble un peu ridicule qu’il ne passerait pas son prix de 
40 pour 100 la boite sans l’écrire dessus. 

MM. LEFEBVRE: Vous étes contre cela? 

M. CARRIERE: On est contre, a cause de la multiplicité de ces “off”? que nous 
avons avec un fort pourcentage de nos fournisseurs. 

M. LEFEBVRE: Faites-vous des pressions auprés des manufacturiers, afin 
d’éliminer ca? 

M. CARRIERE: On fait une pression, mais, c’est une pression qui n’a pas 
grand succés, si on est les seuls a le faire. Si on faisait une pression, au point de 
vue de refuser de la marchandise, on ne serait pas sur une base concurrentielle, 
Si vous voulez. 

M. LEFEBVRE: D’aprés les témoins qui ont comparu ici, durant les deux 
semaines passées, les détaillants, les fournisseurs, sont tous contre, mais on l’a 
encore. 

M. CARRIERE: Voici, on est contre, parce qu’on ne sait jamais, enfin, disons, 
aujourd’hui, on est ici, et lundi je vais recevoir la visite d’un fabricant qui 
s’appelle “X”’, et qui dit: A compter de tel jour, on aura de la marchandise avec 
rabais de 5c. par boite. On ‘a peut-étre un inventaire de 100, 150 caisses de ce 
produit, sur lesquelles le 5c. n’est pas réduit; ca nous oblige d’acheter du produit 
qui est en offre spéciale, pendant qu’on accumule de la poussiére sur le stock 
régulier, et notre inventaire monte; il y a une immobilisation de capital qui se 
produit. 

M. LEFEBVRE: D’aprés vous, est-ce que ce serait une bonne idée de faire des 
pressions? 

M. CARRIERE: C’est assez difficile pour nous de répondre pour le fabricant, 
en tant qu’on est concerné; mais, comme distributeur, si vous demandez des 
avis, je vais les donner. 

M. LEFEBVRE: Merci. D’aprés votre expérience, y a-t-il encore une place 
pour le magasin du coin, et peut-il faire consurrence aux chaines? 


M. CARRIERE: Est-ce que M. Boisvert pourrait répondre A cette question? 
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M. BoIsvERT: Bien, voici: je crois que j’ai répondu a votre question dans le 
mémoire. On vous signalait que, dans la province de Québec, l’indépendant, 
done le marchand du coin, l’indépendant de la province de Québec, comme 
ailleurs, est devenu un marchand; dans bien des cas, le propriétaire d’un marché 
du coin a la production d’un magasin du coin— 

M. LEFEBVRE: Le magasin a chaine? 

M. Bolsvert: Lui, avec le magasin du coin, continue de conserver, dans la 
province de Québec, 70 p. 100 du volume, c’est-a-dire qu’il y a une place pour 
lui, mais a une condition, c’est qu’il continue son systéme d’améliorer ses 
méthodes d’opération, en appartenant a un groupe, en faisant de la publi- 
cité—c’est indispensable; la publicité, c’est l’élément indispensable au com- 
merce dans le systéme compétitif, et dans le systéme de la libre entreprise; 
avoir quelque chose, c’est ne rien avoir, si l’autre ne le sait pas; savoir quelque 
chose, c’est ne rien savoir, si l’autre ne sait pas qu’on le sait; pour le dire, ca 
coute quelque chose. 

M. LEFEBVRE: Premiérement, pensez-vous qu’un magasin du coin peut faire 
concurrence aux magasins a chaine? 

M. BoIsvertT: Absolument—en prix? 

M. LEFEBVRE: Oui, en prix. 

M. BoIsvERT: On lui permet, par notre entrepdét, les épiceries Presto Limitée, 
d’acheter au méme prix que nos clients. La méme question a été posée ce matin: 
comment se fait-il qu’on peut acheter a meilleur marché a l’entrepét “cash and 
carry” qu’a l’entrep6t principal? C’est bien simple. Je répéte ce que j’ai dit dans 
notre mémoire: on supprime les frais de vente, on supprime l’assemblage, et il 
le fait lui-méme; on supprime la livraison et toute la comptabilité, et on passe 
cette économie au détaillant. Si on avait un prix cofitant, plus 3 p. 100, 
peut-étre que ¢a cotiterait plus cher a la chaine coopérative, laquelle fait 
fonction de gros, et la livraison a ses magasins; ca cofiterait peut-étre plus cher, 
du point de vue prix, si on faisait une concurrence comme celle-la. 

M. LEFEBVRE: Merci. Maintenant, est-ce que les manufacturiers font une 
contribution, pour payer vos frais de publicité? 

M. BOIsvERT: Dans quel sens voulez-vous dire? 

M. LEFEBVRE: Les annonces de journaux, la télévision, la radio? 

M. BoIsverT: Il nous permettent de participer, pourvu qu’on fasse la 
promotion de leurs produits; on partage les frais de publicité, il faut partager le 
cout de publicité en paralléle, par exemple. 

M. LEFEBVRE: Dans votre total des frais de publicité, est-ce que ca contient 
le montant qui vous est payé par les manufacturiers? 

M. BoIsvERT: Vous dites «les frais de publicité»? 

M. LEFEBVRE: Oui. 

M. Borsvert: Non, c’est le coft brut. Le cofit aurait été moindre. Quand on 
nous a demandé de l’indiquer, qu’on nous a demandé de faire connaitre les frais 
de publicité, on a donné ces informations; on a supposé que c’était cela que vous 
vouliez savoir. 

M. LEFEBVRE: Voulez-vous expliquer pourquoi vos marques se vendent a 
plus bas prix que les marques reconnues nationalement? Je veux dire que— 

M. BoIsvERT: M. Carriére va répondre a cette question. 

M. CARRIERE: Comme M. Boisvert l’a mentionné dans son mémoire, on a trés 
peu de marques; ca constitue une trés faible partie de notre volume. Si vous 
prenez, par exemple,—on vend un café instantané sous notre propre banniére, 
c’est-a-dire la marque de notre banniére; on est en mesure d’acheter ce café a 
environ 334 meilleur marché, que des marques nationales, annoncées a ou- 
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trance; la différence de prix peut varier entre 30 et 35 pour 100, si vous voulez, 
sur une ligne comme le café; je peux difficilement parler d’autre chose. 


M. LEFEBVRE: Donc, ce serait 33 pour 100 plus cher? 


M. CARRIERE: Meilleur marché; on est en mesure de l’acheter meilleur 
marché, a 35 p. 100 meilleur marché que les marques nationales. 


M. LEFEBVRE: Est-ce qu’on pourrait dire que la publicité augmente les prix 
de 4 dans le café? 


M. CARRIERE: C’est une question que le manufacturier pourrait vous 
répondre. 
M. LEFEBVRE: J’aimerais une réponse quand méme. Merci. 


M. Couvrette: Est-ce que je pourrais ajouter quelque chose? J’ai lu dans 
des rapports de journaux que plusieurs témoins ont répondu a certaines des 
questions de ce genre-la, et je me dis ceci: on dit que lorsqu’on fait mettre des 
produits en boite, sous sa propre marque, par un fabricant de marques 
nationales, qu’il revient a meilleur marché, que ca lui épargne des frais de 
publicité, etc. Oui, nous l’obtenons de la sorte, a meilleur marché, et ¢a nous 
permet de vendre a meilleur marché. A mon sens, ¢a reste vrai, dans létat actuel 
des choses; c’est-a-dire que tous ceux qui en ont parlé, des marques privées, 
dans tous les cas, c’est un assez petit pourcentage de leurs ventes. 

Je suis d’opinion,—c’est peut-étre assez personnel, mais je le soumets,—que 
c’est peut-étre une sorte de ““dumping’”’,—une sorte de “dumping’’, a ce moment, 
que fait le manufacturier, le fabricant, n’est-ce pas, dont tous les frais sont 
établis par le rendement de sa marque personnelle. Il peut se permettre ce 
“dumping”-la, par conséquent ne chargeant pas le cotit de cette production au 
reste de sa production. Mais, ce que je veux faire 1a, c’est s’il fallait concurren- 
cer en multipliant 4 V’infini les marques privées, en augmentant leurs propor- 
tions au-dessus de cet équilibre; je ne sais ou ca existe le “break-even point”. 

M. LEFEBVRE: Peut-étre que cela changerait de bord? 

M. CouvRETTE: A ce moment-la, ca pourrait revenir a beaucoup plus cher 
pour les marques privées. La, c’est simplement une question d’opinion. Je ne vois 
pas comment ils peuvent faire des concessions aux autres, lorsqu’ils ne leur 
vendent pas a eux, méme lorsqu’il s’agit de leurs propres marques, dans 
V’ensemble. 

M. LEFEBVRE: Merci. 

Co-Chairman Mr. BASForD: Mr. Olson? 

Mr. Ouson: Mr. Chairman, I would like to ask the witness a couple of 
questions, but at the outset I wish to commend him for the table or appendix he 
has provided for us, which, for instance, shows “Cost prices ex receiving docks 
or ex-car’’, and ‘“‘Selling prices f.o.b. our warehouse” and ‘‘Gross margin”’. 

I was not here when you were starting to read the brief. I came in later 
and therefore missed that part. I take it that out of the 2.2 per cent gross 
margin on tomato juice from Bright-Libby, and all the other percentages given, 
you pay for your salaries, occupancy costs, and so on, out of 2.2 per cent? 

Mr. BoIsverT: Sir, these are samples of fast moving items, staples, of the 
most competitive character and such are the margins at which we have to sell 
them to be competitive. 

I will make up for your missing part of the brief while it was being read, 
by stating that in answer to Dr. James’ question on how we arrive at our 
prices, how we control the competitive aspect of our prices, I did say that ours 
is a price list which is net, meaning that it is made up of the cost price before 
gross discount, plus a margin that is very competitive on the fast moving items, 
but that is slightly higher in products which are less in evidence, the sales mix 
yield, the gross and net profits we enjoy, in fact, they are part of a strategy. 
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Mr. OLson: But in all of these items are the ones listed at the lower end, if I 
may put it that way, of the gross margin? 

Mr. BOISVERT: Yes, sir, they have to be lower or there would be no gross 
profit at all. 

Mr. OLson: I understand that; but I am almost surprised, if I may put it 
that way, that you are able to operate with such a low gross margin of 2.2 per 
cent, and 1.2 per cent, and 1.4 per cent, and some as high as 3 per cent, but very 
few, and I am suprised that you have any net at all. 

Mr. BoIsverT: Apart from this gross profit we have the cash discount that is 
not counted in there. It is 1 per cent, sometimes 14 per cent. The cash discount 
is right next to the selling price f.o.b. our warehouse—$3.77 for the first item, 
less 1 per cent, and that would reduce that to about 1.2 per cent. 

M. CARRIERE: Je suis peut-étre un peu plus versé dans ce domaine-la, parce 
que c’est ma _ responsabilité. Je comprends que monsieur soit un peu 
decontenancé de voir que nous travaillons sur des bases aussi basses que 
celles-la, mais il faut tenir compte que, pour notre prix cottant, il y a d’abord 
les escomptes pour paiement comptant, ou paiement a 10 jours, si vous le 
voulez, et une certaine ristourne de quantité que nous obtenons A la fin de 
Pannée si on se qualifie pour le faire. Alors, ces escomptes comptant et ces 
ristournes de quantité-la, plus un produit des ventes de publicité coopérative 
qui nous reste aprés avoir participé aux programmes, augmentent naturellement 
le prix qui est la, d’autant. Est-ce que vous comprenez? 

_M. BoIsvERT: Does that answer you, Mr. Olson? 

Mr. Ouson: No. By the way, the translator is having a little difficulty 
hearing the witness. 

Co-Chairman Senator CrRo.t: Is it fair to say that these items turn over 
about 12 times a years? 

‘Co-Chairman Mr. Basrorp: Excusez. Could you speak more closely to the 
microphone? 

M. CaARRIERE: Voici, ce qui est mentionné dans la colonne, ce sont les profits 
bruts que l’on fait sur les marchandises, en tenant compte que notre prix 
coutant ne comprend pas les escomptes comptants, et des gains marginaux qui 
sont de 1.4 p. 100 dans l’ensemble. 

Mr. BoIsvERT: Does that answer you? 

M. CARRIERE: Les profits mentionnés sur les items qui sont donnés comme 
échantillonnages, ici, sont des profits réguliers sur ces items-la. Nous marchons 
sur cette base de profit, que nous n’avons pas choisie. Actuellement, ce sont les 
prix que l’on vend, et le prix cotiitant qui ne comprend pas, comme je vous le 
disais tout a Vheure, les escomptes comptants et certains autres bénéfices 
marginaux se montent a 1.4 p. 100, et, si on prend le premier item, qui est du 
just de tomate, il reste un profit de 2.2. Si vous voulez avoir la base, le prix brut 
net combiné, tout ce qu’on retire, serait de 3.6. 

Mr. BOISVERT: Does that answer you? 

Mr. OLSON: I am not sure. I want to be sure we agree on what is included 
in what you call “cost prices ex receiving docks or ex-car’’. All this is the total 
cost that you pay, for example, in this case of tomato juice—the total for all 
cost of getting this up to your warehouse or the car that is spotted at your 
warehouse? 

M. CaRRIERE: Absolument, c’est le cofit «X» qui est payé a la réception. 


Mr. OLson: And in the column of “selling prices”, this is the actual price 
that you use to invoice your customers, as you say, f.o.b. your warehouse? 
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M. CARRIERE: Oui, vous avez parfaitement raison, c’est comme vous le dites. 

Mr. Oxuson: I think Co-Chairman Senator Croll’s question got lost during 
this discussion. How fast or how often would these various items turn over in 
your warehouse? Would it be 10 to 12 times a year? 

M. CaRRIERE: Si on considére le premier item, si vous le voulez, qui est du 
jus de tomate, peut-étre que dans le cas du jus de tomate, je dirais que l’on 
tourne notre stock au moins 48 fois par année. 

Mr. OLSon: Forty-eight times the amount of your inventory. 

M. LEFEBVRE: Vous faites votre inventaire une fois par semaine? 

M. CARRIERE: J’ai mal compris la question. J’ai mentionné qu’on faisait des 
achats au moins 48 fois par année sur le jus de tomate; cela ne veut pas dire 
nécessairement que nous tournons notre stock. Je crois que notre virement de 
stock est de 25 a 28 fois par année. 

Mr. Ouson: Your volume of sales, then, would be, if I understand it 
correctly, 25 to 28 times the value of your average inventory? 

Mr. CARRIERE: Yes, it may be. 

Mr. BoIsveERT: For this item only. 

Mr. Otson: Would you have any idea what the average for the so-called 
fast-moving items would be? If you have not got any calculation, you cannot 
answer that question? 

Mr. BoIsvERT: We have an average turn of our inventory, of about 20 turns. 

Mr. OLson: Twenty turns annually. Thank you. I appreciate your offer to 
provide us with your cost prices and selling prices, that is, the cost price to you 
and your selling prices, on the same items that are in the D.B.S. list, and we 
will wait for that. Do you have any idea how many items you have in your 
operation, separate items that you have for sale? 

M. CARRIERE: Je crois que ca peut, actuellement, je ne les ai pas comptées 
récemment, mais ca peut varier de 4,500 a 4,700. 

Mr. OLSon: Four thousand five hundred to four thousand seven hundred. 
Has this substantially increased recently? 

M. CARRIERE: Non, je ne crois pas, c’est une moyenne que nous tenons a 
conserver. Il y a beaucoup de nouveaux produits qui nous arrivent, par contre, 
nous en éliminons dans le but de maintenir notre inventaire a ce nombre de 
produits-la. 

Mr. OLSON: How many of these 4,500 or 4,700 items could be classified as 
non-food items? 

Mr. CARRIERE: Eh— 

Mr. Outson: The next question, of course, I am going to ask you, you will 
note is— 

Mr. BorsvEerT: I will answer this question. You are exploring. Am I getting 
you aright in thinking that you want to explore our participation or non-par- 
ticipation in a non-food program? 

Mr. OLSON: Right. 

Mr. BorIsvERT: We are not. 

Mr. OLSon: You do not sell— 

Mr. BoIsvERT: All that we sell that is not food, as yet, are grocery items, 
such as soap, floor cleaners—they do not grow as food as such. 

Mr. OLson: You do no stock such things as kitchen utensils, light bulbs? 

Mr. BoIsvEertT: No, we are not involved in a non-food program yet. 

Mr. OLSEN: I would like to turn you now to the last point in page 7 of your 
brief, under the heading ‘‘Cash and Carry Outlets’. You say that you are able to 
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operate this kind of operation for a smaller food store, substantially cheaper, 
because you eliminate the expense of selling delivering, order assembling and 
documentation and so on. But do you not add something to the cost of 
distribution, because for example I presume that you sell in less than case lots 
in this kind of operation? 

Mr. BoIsvEerT: Yes, sir, we do. 


Mr. Oxtson: And I presume that you have to do a little better jo, or perhaps 
there is some expense in unpacking and displaying, that you would not get ina 
straight warehouse operation? 

Mr. BoIsverT: No sir, there is no appreciable extra labour cost involved in 
cutting cases. It is a turn of the knife and the case is split in two. I am not too 
sure that sometimes the customers do it themselves. 

Mr. OLson: But if a customer comes along and takes one case or a portion, 
of a case, of any given commodity, you must have somewhere in your 
warehouse to put it back, to restock the shelf, in other words? 

M. CaRRIERE: Pour répondre a votre question. En tant que le nombre, que 
la quantité de demi-caisses vendues est concerné, dans l’ensemble, c’est plutdt 
minime, et, dans le but de ne pas congestionner, si vous le voulez, le trafic, la 
plupart du temps nos hommes coupent eux-mémes les caisses et les mettent a 
un endroit ou quelqu’un peut les prendre facilement. Mais, on ne vend pas 
moins qu’une demi-caisse. En d’autres termes, si quelqu’un voulait un quart de 
caisse, ou un quart de douzaine, nous ne vendons que des demi caisses ou des 
caisses complétes. 


Mr. OLSON: Even so, you do not run these cash and carry warehouses or 
merchandising units in the same warehouse where you distribute for your larger 
customers, do you? 

Mr. BoIsvErt: No. 

Mr. Otson: Therefore, it is a separate operation. You would have to have it 
assembled and displayed in such a way that a merchant could go around your 
merchandise, however you have it displayed, and pick up his requirements? 

Mr. BOISvVERT: Right. 

Mr. OLtson: Even though it would be in larger quantities, it would be 
something like a supermarket? 

Mr. BoIsvertT: That is right. 

Mr. OLson: Presumably some cost is involved in maintaining this in its 
condition, first of all to make it physically possible for a merchant to find his 
requirements. When he takes away a case or half a case, someone has to go back 
there, where you sell, even if you sell 10 cases at a time, to put back a fresh 
supply. Would not this be additional cost of handling? 

M. Bolsvert: Not to us. The only costs involved with us are (a) the order 
assembly at our central warehouse, and (b) the delivery to the cash and carry 
outlet. 

Mr. OLSON: Yes? 

Mr. BoISvERT: In the cash and carry outlet, his only labour involved is 
placing the items of merchandise in their rotation and checking them off at the 
check-out counter. That is the sum total of the labour involved at both places. 

Mr. OLSON: You say that there is a saving. How much? 


Mr. COUVRETTE: May I add something please. Ces sortes de magasins, il faut 
bien s’en rendre compte, sont surtout a la disposition des acheteurs en petite 
quantité, qui, eux, seraient infiniment plus cofiteux A servir dans un entrep6ot 
complétement mécanisé et moderne comme notre entrepot principal, et qui 
n’exigent pas du tout la méme sorte de service pour ces sortes de commandes, ce 
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que ces petits clients pourraient cotiter si nous avions de 6 a 8 entrepdts comme 
notre entrep6t principal, alors qu’en établissant des dépdts de distribution, que 
nous appelons des épiceries Presto, nous parvenons a couper le cott de livraison 
des marchandises de notre entrepdét central a ces entrepots de distribution, par 
le fait qu’ils se servent eux-mémes pour les commandes de petites quantités 
qu’ils achétent. Ce n’est pas la méme sorte de clients que ceux que nous 
appelons des clients de base desservis par les deux entrepdts principaux. 
L’entrepét principal sert a servir les clients qui commandent en quantités 
importantes parce que, alors, dans la plupart des commandes, il y a une 
économie due a la mécanisation qui peut apporter tous ces profits. Tandis que la 
petite commande ne peut pas étre assemblée au moyen de machines mais doit 
étre assemblée a la main, ce qui la rend infiniment plus cotteuse. C’est cette 
partie de la commande que nous transférons a ces dépdots de distribution que 
nous appelons Presto; nous les transférons la. Ils se servent eux-mémes. It’s 
a self serve for small orders. 

Mr. Ouson: For small orders, how do the prices compare? 

Mr. CouvrRETTE: At both ends they are the same price. 

Mr. Ouson: It is the same price in the warehouse? 

Mr. COUVRETTE: Yes, except that at the main warehouse, in the case of 
the largest orders, $800 and over, we give a discount of 1 per cent which we do 
not give at the other place. 

Mr. OLSON: Yes, I noticed that. Just one last question: how much do you 
say it costs selling by this method over servicing the same accounts, if they 
were served out of your other warehouse? I think you said it was something 
like 4 to 5 per cent. Do you know? 

Mr. COUVRETTE: May I have the question again, please? 

Mr. OLSON: Well, assuming that you serviced all of these smaller accounts 
from your regular warehouse, you would have a certain cost of doing so as a 
percentage of sales. 

Mr. COUVRETTE: Yes. 

Mr. OLSon: How much do you save by doing it on a cash and carry basis? 

Mr. COUVRETTE: We have no figures to answer with, but it is our opinion 
that it would be very near 5 per cent more. 

Mr. Ouson: I thought I had heard you say that in these cash and carries, 
and correct me if I am wrong, your price was something like cost plus 3 per 
cent. Is that not right? 

Mr. COUVRETTE: No. The answer that was given to you was, in fact, the 
gross margin that we obtained out of them. 

Mr. OLSON: You obtained out of them the cost plus 3 per cent. 

Mr. COUVRETTE: The gross margin. 

Mr. OLson: The gross, yes. 

Mr. COUVRETTE: Gross profit. 

Mr. OLson: That is all, Mr. Chairman. 

Co-Chairman Mr. BASForp: Mr. Leblanc. 

M. LEBLANC (Laurier): Monsieur le président, je tiens d’abord a féliciter la 
Maison Couvrette et Provost de la facon qu’ils ont déposé leur mémoire devant 
nous. . 

Ma premiére question serait a l’effet: est-ce qu’il y a une association qui 
groupe, au Canada, ou au Québec, les distributeurs en gros, comme vous étes, 
d’ailleurs? 
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M. BorsverT: Il y a deux associations d’épicerie en gros au Canada. Il y a 
l’Association nationale, qui porte le titre d’Institut canadien de la Distribution 
alimentaire,—Canadian Groceries Distributors Institute. Il y a aussi l’Associa- 
tion des Epiciers en gros de la province de Québec. 


M. LEBLANC (Laurier): Est-ce que cette association, ou ces deux associa- 
tions, vous demandent de déposer des chiffres, et publient par la suite, des 
chiffres comparatifs entre les membres de association? 


M. BolsvertT: L’association nationale offre ce service d’échange de chiffres 
d’opération pour fins de comparaison, sur une base anonyme, sur une base cotée, 
pour alerter les membres quant a leur efficacité ou leur déficience A diverses 
phases de l’administration. 


M. LEBLANC (Laurier): Comment pourriez-vous vous classer dans le com- 
merce de distribution en gros avec vos compétiteurs, selon les chiffres d’affaires 
que vous faites, est-ce que vous seriez en sixiéme position, septiéme position, 
huitiéme position? 

M. BOIsvERT: Quant 4 quoi, monsieur Leblanc? 

M. LEBLANC (Laurier): Quant au volume? 


M. BoIsvERT: Quant au volume, dans la province de Québec, je crois que 
nous nous logeons tout prés du sommet, comme grossistes indépendants. 


M. LEBLANC (Laurier): Oui, oui, c’est ca. Est-ce que vos clients sont des 
clients sous contrat avec votre maison, c’est-a-dire, qu’ils sont obligés d’acheter 
seulement de vous, et qui portent une raison sociale identifiant vos produits en 
méme temps? 


M. BoIsveErT: Ils sont affiliés a nos différents groupes. Nous en avons quatre, 
que je vous nomme: les magasins F.D.L., qui représentent Foire de l’alimenta- 
tion,—en anglais, Food Fair,—au nombre de 48 magasins. Les marchés 
Métropoles au nombre de 144. Les magasins Coronets, au nombre d’une 
cinquantaine. Dans la Mauricie, aux Trois-Riviéres, les magasins Régal, au 
nombre de 40. 


M. LEBLANC (Laurier): Est-ce que les clients ont un contrat avec vous en 
exclusivité, ou s’ils peuvent acheter ailleurs? 


M. BoIsverT: Ils ont une entente avec nous selon laquelle la compagnie 
s’engage a leur rendre certains services, qui sont énumérés au mémoire, et selon 
lesquels ils s’engagent, eux, a porter correctement et honorablement la banniére 
que nous leur offrons. De plus, ils s’engagent a concentrer leurs achats le plus 
possible chez-nous. 


M. Lesitanc (Laurier): Si je comprends bien, vous étes une compagnie 
publique sur le marché? 


M. BoIsvERT: Oui, monsieur. 
M. LEBLANC (Laurier): Est-ce que c’est exact? 
M. BoIsvERT: Oui, monsieur. 


M. LresBLAnc (Laurier): Alors, je vois, selon le bilan que vous avez publié, 
le rapport annuel de 1966, que le rendement de l’avoir des actionnaires est passé 
de 7.93 p. 100, en 1963,—qui, je crois, était la premiére année de votre fusion 
entre les deux organisations,—et, est passé 4 12.53 p. 100, en 1964, 13.94 p. 100 
en 1965, et 15.14 p. 100 en 1966, alors que, entre-temps, votre pourcentage de 
profits nets ne semble pas avoir augmenté, d’aprés les chiffres que vous nous 
donnez ici, si nous faisons la comparaison avec vos ventes, il est demeuré a a peu 
pres 0.6. Alors, ce que j’ai un peu de difficulté 4 comprendre: comment le 
rendement de l’avoir des actionnaires peut augmenter quand votre pourcentage 
de profits nets reste a peu prés stable, ce qui est de 0.6? 


M. COUVRETTE: Bien, les ventes augmentent sur un pourcentage identique 


et, selon qu’il y a de plus grandes ventes, donc, l’avoir augmente. Maintenant, 
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quand vous dites que notre compagnie s’est fusionnée, en 1963, elle s’est 
fusionnée en 1961, mais ce n’est qu’en 1963 qu’elle a été réunie sous le méme 
toit dans un entrepd6t moderne. Nous étions des maisons complétement séparées 
précédemment, dans des entrepdts que nous appelons, maintenant, désuets, et 
afin de pouvoir obtenir l’efficacité désirée, il a fallu, comme dans toute entre- 
prise qui commence, y mettre un peu de temps; une fusion, c’est un peu 
comme un mariage, il faut que les choses s’ajustent. Alors, la premiére 
année, en 1963, n’est pas une année que nous pouvons prendre comme un 
résultat raisonnable. En 1964, entre 1964 et 1966, il y a 2.6, 2.7 de différence 
seulement, et c’est simplement, dans le méme ordre d’idées, c’est quand méme 
la continuation d’une meilleure efficacité 4 mesure que nous avancons, n’est-ce 
pas, dans notre affaire. Maintenant, je crois,—est-ce que cela répond a votre 
question? 
M. LEBLANC (Laurier): Oui, assez bien, merci. 


M. COUVRETTE: Je ne crois pas, n’est-ce pas, que nous puissions considérer 
l’année 1963 d’une maniere réaliste, et la comparer aux autres années, dans les 
circonstances ou se trouvait notre compagnie. 


M. LEBLANC (Laurier): Votre profit brut, qui est parti de 4.61 en 1963, a 
changé a 3.90 en 1964, a 3.83 en 1965, et 3.47 en 1966, est attribuable 
surtout,—le chiffre que l’on y voit, ou le profit brut, est-il supérieur pour des 
maisons comparables a la votre; ou est-ce qu’il est bien di aux ventes que vous 
faites dans le «cash and carry», dit au fait que vous essayez plutét d’atteindre le 
volume et faire du profit en chiffres absolus sur le volume, que d’essayer d’aller 
chercher plus de profits bruts que de volume? 


M. COUVRETTE: Oui, c’est évidemment la premiére réponse que vous avez 
donnée vous-méme qui est la bonne. Maintenant, évidemment, il faut tenir 
compte du fait aussi qu’il n’y a pratiquement que deux maisons de notre genre 
qui existent, compléetement comparables. Nous, nous ne faisons vraiment affaires. 
qu’avec des marchands indépendants exclusivement. Nous avons un bon nombre 
de marchands indépendants, relativement plus petits qu’un certain nombre de 
compagnies qui ont des affiliés comme nous, de sorte que ceci a plus de tendance 
a ce que nous nous procurions un revenu provenant strictement d’une opération 
de gros. Dans d’autres compagnies, vous avez un mélange de résultats qui 
provient de ventes aux affiliés et de ventes aux magasins qui leur appartien- 
nent, qui sont la propriété des grossistes également, de sorte que vous avez, 
dans un cas, le résultat de ces profits au détail, en partie, et ceci est de nature, 
du moins, c’est ce que nous constatons a chaque fois que nous comparons 
notre rapport avec le rapport des autres compagnies, ceci semble de nature a 
augmenter les profits qu’il ne serait pas possible d’atteindre, méme si nous le 
voulions, dans le cas de notre compagnie. 


Maintenant, je voudrais dire ceci, puisque nous sommes sur le sujet, 
somme toute, nous concevons notre réle comme ceci: nous ne sommes qu’un pur 
intermédiaire, c’est vrai, Je suis né, et j’ai grandi dans l’alimentation, car c’est 
mon pére qui a fondé une des deux maisons fusionnées. J’ai toujours entendu 
dire, accuser les intermédiaires, pas de nos jours, pas dans les derniers temps, 
mais dans nombre d’années par la suite, que nous pourrions nous passer des 
intermédiaires, mais, de par la nature des opérations que nous tenons, cela est 
impensable. Si ce n’était pas utile, nous n’existerions pas, et il n’y aurait pas de 
marchand en concurrence, mais il n’y a pas d’organisation, ou de maison qui 
serait assez stupide pour venir payer plus cher chez-nous pour avoir les services 
que nous leur rendons. C’est pourquoi il est plus vrai de dire que nous rendons 
les services d’une facgon plus économique aux marchands que nous servons, et 
nous conservons notre rdle tellement dans ce sens-la et, quand nous pensons a 
notre affaire, nous pensons ipso facto aux marchands indépendants en méme 
temps, parce que nous considérons que nous ne faisons qu’un, lui et nous, que 
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son succés est nécessaire pour notre survie, et que, sans son succés, nous 
disparaissons, et que nous nous pouvons rester 1a a condition de garder nos 
produits le moins cher possible. Tout ce qu’il nous reste, ce’st de réaliser une 
marge de profit suffisante pour rendre tous les autres participants heureux. 

M. LEBLANC (Laurier): Est-ce que, monsieur Couvrette, si les distributeurs 
en alimentation, comme votre maison, n’existaient pas, est-ce que les fabricants 
pourraient distribuer directement aux détaillants, et est-ce que cela pourrait se 
faire par une autre méthode,—tout cela, naturellement, est hypothétique,— 
est-ce qu’il y aurait de l’économie pour le consommateur? 

M. COUVRETTE: Messieurs, d’abord, le choix existe actuellement pour le 
fournisseur de le faire, s’il n’y avait pas méme un bénéfice 4 retirer pour la 
distribution de leurs produits, ce n’est pas par charité qu’ils le font, ils le 
prendraient ce bénéfice-la. C’est pourquoi, imaginez-vous, nous avons dit tout a 
Vheure que nous avions de 4,500 a 4,700 lignes de produits, qui nous provien- 
nent de 7 a 800 distributeurs differents, Cela voudrait dire, par conséquent, que 
VPépicier qui n’achéte que la moitié de ces produits, deveait recevoir 400 
fournisseurs, au lieu de recevoir la méme commande que nous lui livrons, dans 
une seule fois. Il me semble que nous n’avons pas besoin de vous faire un dessin 
trop concret pour expliquer ce que cela signifierait, ce qui serait une 
impossibilité. D’ailleurs, les chaines coopératives sont des détaillants, et vous 
pouvez penser, peut-étre, a premiére vue, qu’ils éliminent les entrepdts de gros. 
Ce n’est pas exact. Elles ont toutes leurs entrepots de gros, et elles desservent 
tous leurs magasins par l’entrepot. Il faut quw’ils passent par l’entrepot. Je crois 
que c’est ce que nous sommes vis-a-vis des indépendants. Mais, les magasins a 
chaine coopérative procedent de leur entrepot principal pour desservir leurs 
magasins. 

M. LEBLANC (Laurier): Merci. Merci, monsieur le président. 

M°® JoyAL: Je ne sais pas si ma premiére question devrait s’adresser a M. 
Couvrette, parce que je crois que vous avez déja fait partie d’une enquéte 
royale sur la question de la disparité des prix. 

M. CovuvrReEtTTE: Je tenais l’autre bout du baton. 

M° Joyvau: Maintenant, a cette occasion-la, vous en étes venu a des 
conclusions en ce qui concerne le processus stagiaire entre le producteur, d’un 
cété, et le consommateur de ]’autre; est-ce que vous pourriez nous dire jusqu’a 
quel point la situation, de nos jours, aurait changé depuis la période de votre 
enquéte, qui date, je crois, de 1957? 

M. CouvrETTE: Oui. Dans le rapport, publié en 1959, bien, nous avons fait 
une enquéte par tout le Canada, c’était la Commission Andrew Stewart. Nous 
avions le bénéfice, 4 ce moment-la, de deux enquétes sur les mémes sujets, qui 
est sur l’écart des prix entre le producteur primaire et le consommateur; nous 
avions donc, dis-je, le bénéfice de deux enquétes: l’enquéte Curtiss, je crois, 
aux environs de 1947-1950, et ’enquéte Stevens; c’étaient les mémes sujets. 
C’est toujours la méme vie, les mémes estomacs et les mémes besoins dans 
l’alimentation qui existent, ainsi que les mémes problémes qui ont tendance a 
varier selon l’évolution des temps, mais d’une facon plus ou moins grande. A ce 
moment-la, nous avons fait impossible pour tacher d’expliquer cette disparité 
qu’on décrit toujours entre le prix que recoit le producteur primaire pour son 
produit, et le prix que paye le consommateur quand il est rendu la. Evi- 
demment, il y a eu certaines anomalies qui ont été signalées dans les trois 
volumes du rapport. I] n’y a pas eu de conclusion sociale tirée au cours de cette 
enquéte. Je dirais que la principale revenait quand méme, encore, a la recom- 
mandation de tenter d’éduquer le consommateur,—c’est un mot que l’on a 
entendu aujourd’hui, et l’autre jour ici. C’était vrai en 1959. 
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Je relisais hier nos conclusions d’alors, nos reeommandations, ce que j’avais 
écrit, moi-méme j’avais soumis un rapport minoritaire sur un point, et afin de 
me rafraichir la mémoire. Il est évident que tous, tant que nous sommes, que 
quelqu’un parfois serait porté a changer un peu certaines idées, mais, dans 
Vensemble, je puis dire qu’il n’y a a peu prés rien a changer de ce qui était dit 
dans ce rapport-la. Maintenant, les conclusions sont nombreuses, je ne pense 
pas que je doive les lire. 

M* JoyaL: On ne vous demande pas de résumer les conclusions de ce 
comité-ci. 

M. COUVRETTE: On demandait, en outre, des statistiques plus adéquates. Je 
ne sais pas jusqu’a quel point cela existe depuis ce temps-la, plus adéquates de 
facon a permettre tout participant de la distribution alimentaire de les utiliser. 
On recommandait des services d’information plus complets tant vis-a-vis du 
distributeur, a tous les niveaux, que des consommateurs. C’était, A peu pres, les 
principales. 

M° JOYAL: Mais, vous avez parlé tout a ’heure de cette nouvelle tendance 
ou en essayant de faire concurrence, les chaines coopératives voient a instituer 
un réseau de magasins affiliés... 

Mr. OLson: I wonder if I could ask a supplementary question? 

Co-Chairman Mr. BAsFrorD: Yes, Mr. Olson. 

Mr. Ouson: I think you said the result of these other price spreads 
inquiries was to come back to the same thing, to try to educate the consumer? 

Mr. COUVRETTE: The last one of some of the points advanced on the occasion 
of this. 

Mr. OLtson: Do you mean, to educate the consumer, the housewife to do a 
better job of shopping in price and total budget, or to educate her that she is 
not paying too much for food? 

Mr. COUVRETTE: To be a better buyer. 

I forgot one point. I forgot to add this, that you must realize that we are in 
the midst of the most competitive possible business that can exist—except, 
maybe, elections, at times too; but we are in that sector of the economy where it 
is the thing that is used the most. We can do without everything except food, if 
you push it to the extreme. Being there, if competition is something which 
exists, it is at our level that it does exist. Furthermore, as watchers we have the 
consumer watching us and judging us. I think they do a very fair job of 
watching us. When I say “us”, I mean the distributors as a whole. But still 
amongst all the efforts that are made towards inducing the consumer towards 
certain things, against which some raise some objections—that is very vague, 
but that is what it means. There might be quite a section of the consumers to 
educate those to do it avec plus de discernement— 


Mr. OLSON: I understand. 


Mr. COUVRETTE: Because as it was pointed out in our brief, it seems that 
with $18, or thereabouts, of goods you can get just as good nutritive value, and 
possibly as tasty value too, as anyone would get with $35, if she knows how to 
choose. So, it is a matter of education, but it is also a matter of choice and 
freedom, and there is this today. In all this realm of competition in which we 
are, I think that the consumer has a choice like nobody else has anywhere else. 
There are all kinds of stores, all kinds of goods, all kinds of things at their 
disposal, all kinds of specials, all kinds of prices, all kinds of services—and if 
someone wants to go to a very nice supermarket where there is a very nice 
musical instrument, with perfume and so on, and mechanical horses to put the 
children on, and so on, it is their choice, after all, because next door or in the 
next block there is another kind of store that does not have all those things. 
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Mr. Ouson: The only point I want to make is that in this education of the 
consumer, if you have more or less decided that this is about all that can be 
done and you cannot change the prices, we would either have to educate her to 
make a better deal or accept she is getting fairly good value for what she is 
paying, or she is getting what she is asking for. This will not change substan- 
tially the price of these food items. 


Mr. CouvRETTE: Of course, I do not think it has been necessarily proven yet 
that food prices are too high. They may be considered high. It might be a costly 
thing, according to present-day budgets, for anybody to buy food, but there is 
no definite proof. I do not say it is not proved; it is not definitely proved yet 
that it is too high. 


Mr. BoIsvEeRT: Mr. Chairman, may I have a supplementary on top of my 
president too? 


Co-Chairman Mr. BAsForp: Please do. 


Mr. BOISVERT: You asked whether we could educate “Mrs. Consumer” to do 
a better job of buying or to explain she is getting a good bargain. Much has 
been said about rising prices, but I submit to this committee that not enough 
has been told of the 12.9 per cent increase in salaries as between July of last 
year and July of this year, and indicating at least in part that a substantial 
portion of the contracts have been renewed all at once, that they are at the 
basis of a great chunk of the increase, not only in food prices but generally. 
Perhaps that ought to be brought in too. 

At the same time I am in sympathy with those whose salaries perhaps have 
not yet reached or enjoyed the 12.9 per cent increase, and whose budget could 
best be helped by the suggestions advanced in the brief by the Canadian 
Association of Consumers, etcetera. 

Mr. JoYAL: You mentioned about the cost increases involved in your labour 
and personnel of 12 per cent from year to year. Your net profits in 1966 
increased by 23 per cent, and your net profits in the previous year, from 1965 to 
1966, increased by. 26.1 per cent. It is a cumulative total of about 50 per cent 
increase in net profits over two years. I think these figures are pretty meaning- 
ful. Of course, you are in business to make money. 

M. COUVRETTE: Oui, c’est évident. Mais, voici ce qu’il faut remarquer: il 
faudrait partir de deux comparables; dans notre cas, c’est une compagnie qui n’a 
pas cing ans d’existence compléte encore. 

M° Joyau: Non, mais c’est une compagnie... 

M. COUVRETTE: Je comprends, mais vous partez d’une situation de base 
nécessairement cofiteuse, au début. Quand vous parlez de différence, sur les 
pourcentages, ¢a ne signifie pas grand-chose, parce que les chiffres du début 
étaient trés bas,—que ce serait trop haut, aujourd’hui, et trop bas alors; une 
compagnie qui commence doit commencer a marcher, avant de courir. 

M* JoyaL: Je suis bien prét 4 oublier l’année 1963, qui est année du 
début, ot votre pourcentage s’élevait a 7.9; nous oublions cette année basse, et 
prenons 1964 ow il y a une augmentation de 124 p. 100,—qui est aujourd’hui 
15.1 p. 100, qui est une augmentation, sur une base de pourcentage, qui est trés 
considérable? 


M. COUVRETTE: Voici, si vous permettez, c’est pour l’année 1966. En 1964, 
notre augmentation n’est pas venue uniquement de ses propres ailes; elle est 
venue a la suite d’acquisitions faites en 1964, qu’il a fallu intégrer A nos 
opérations, ce qui était cotiteux. Encore 1a, disons, les chiffres de 12.53 sont 
peut-étre un peu bas, pour faire une comparaison avec 15.14,—ce qui ne signifie 
pas que 15.14 n’est pas matiére d’appréciation, a savoir si c’est trop ou 
raisonnable; c’est une autre question. Mais, quand vous parlez de comparaison, 
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de deux années, vous ne comparez pas exactement la méme compagnie, a cause 
du fait que nous venions de venir au monde; si nous avions 25 ans d’expérience, 
la situation serait differente. 

M° Joya: Oui, on veut prendre tout en considération; mais, la question de 
vous affilier,—est-ce qu’il existe une entente contractuelle avec vos affiliés? 

M. CoOUVRETTE: On signe des franchises; nous appelons ca des affiliés 
volontaires. Dans l’ensemble, c’est une question de loyauté, plutot que d’un 
contrat. 

M°* JOYAL: Est-ce qu’ils demeurent volontaires, ou est-ce qu’on leur impose, 
par exemple, l’achat de toutes leurs provisions? 

M. CouVRETTE: Nous tentons de leur expliquer qu’il est dans leur intérét de 
coopérer le plus possible avec nous, en achetant leurs produits chez-nous, mais 
nous ne l’imposons pas parce que, méme si, selon la franchise signée, nous 
aurions un droit légal, aléatoire probablement, qu’ils se tiennent strictement aux 
clauses de ce contrat, jamais il ne s’est présenté un cas ou on l’a fait; ce n’est 
pas faisable. 

M°® JoyvAu: Auriez-vous lobligeance de nous produire, si vous n’aviez pas 
une copie ici,—une copie conforme d’un de ces contrats? 

M. BoIsvERtT: Avec plaisir. 

M* Joyau: Maintenant, pour la compagnie,—et j’admets bien que si on 
regarde le tableau des statistiques pour les quatre derniéres années, c’est une 
société,—la compagnie Couvrette et Provost, qui a eu un essor formidable; on 
pourrait citer des statistiques, une augmentation de vos ventes, de 71 p. 100, et 
l’augmentation de vos profits nets d’environ 200 p. 100, une augmentation du 
rendement, si on se sert de 1963 comme 100 p. 100,—une augmentation de vos 
dividendes a vos actionnaires, d’environ 300 p. 100 d’une classe d’actions et 
environ 80 p. 100 pour l’autre. A tout événement, il y a eu un essor considérable 
qui rapporte 4 votre compagnie, sur une marge de pourcentage, des profits nets 
au total de vos ventes—une marge en pourcentage, aux environs de 0.6 p. 100. 


M. COUVRETTE: Oui. 

M° JoyAL: Alors, je pose cette question: est-ce qu’il existe, dans votre 
compagnie, Couvrette et Provost Limitée, un actionnaire majoritaire? 

M. CouVRETTE: Oui,—c’est-a-dire, pas un, mais. . . 

M° Joya: Est-ce qu’il existe des actionnaires principaux? 

M. COUVRETTE: Oui; les actions sont divisées en deux sortes: des parts 
communes, et des parts «A» sur la Bourse. Les classes communes, dans la classe 
«B», sont reparties entre deux groupes: la famille Couvrette et la famille 
Provost; il y a trois membres de chaque famille. 

M° JoYAL: Une autre catégorie? 

M. CouvrRetTTE: Les classes «A», sur le marché, nous avons au-dessus de 
1,000 actionnaires. 

M*° Joyau: Est-ce qu’il existe un actionnaire majoritaire? 

M. CouvRETTE: Non. 

M* JoyaL: Un actionnaire principal? 

M. CouvRETTE: Le plus gros auquel je puisse penser, il peut posséder a peu 
prés 5 p. 100, quelque chose comme cela. 

M* JoYAL: En d’autres mots... 

a CoUVRETTE: I] n’y a pas d’actionnaire majoritaire du tout, dans le sens 
u mo 


M° JOYAL: En d’autres mots, votre temoignage est a l’effet que la réparti- 
tion de vos actions,—du moins letiscrapte ,—est sur une base trés populaire, et 
dont vous ne répondez a aucune autre corporation ou société? 
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M. COUVRETTE: Non; nous servons les indépendants et nous sommes indé- 
pendants a notre bout. 


M° Joyau: Etes-vous propriétaire de compagnies ou de sociétés, dont vous 
étes le seul propriétaire? 

M. COUVRETTE: Je vous ferai remarquer que le mémoire que nous avons 
présenté répondait au nom de Couvrette et Provost et de ses filiales en réalité, 
et toutes les filiales de Couvrette et Provost sont totalement sa propriété. 

M* JoyAL: Avez-vous des intéréts financiers dans F.D.L.? 

M. CouvRETTE: Non; les intéréts financiers que nous avons, c’est quand nous 
venons a la rescousse de marchands mal pris financiérement. 

M* Joyau: Vous devenez leur préteur? 

M. COuUVRETTE: Oui. 

M* JoyaL: Avez-vous des intéréts financiers dans la chaine Métropole? 

M. CouvRETTE: Non. 

M° JoYAL: Ou dans la chaine Coronet? 

M. CouUvVRETTE: Non,—ce ne sont pas des compagnies... 

M° JOYAL: Je devrais peut-étre dire «dans les membres de cette chaine»? 

M. COUVRETTE: Non, je n’en ai pas; je n’en connais pas; la compagnie n’en 
a pas. 

M* JoyaL: Vous accordez a vos affiliés toutes sortes de services, que vous 
avez expliqués; saufs’il s’agit d’un service financier,—ca se fait par exception? 

M. COUVRETTE: Oui. 

M*° Joyau: Maintenant, les ventes dont vous nous avez fait part, qui 
s’élévent a 48 p. 100, cette année; quel est le pourcentage de ces ventes 4 vos 
affiliés? 

M. CouUVRETTE: A peu prés le tiers; il y a peut-étre un affilié dont il n’a pas 
été question, qui est d’un ordre tellement différent, 4 ce qu’on appelle les affiliés 
ordinaires, et qu’on n’est pas porté a le considérer comme affilié, nous avons un 
total d’environ 300 magasins affiliés, dans les groupes mentionnés par M. 
Boisvert. Mais, en plus, nous avons un groupe qui s’appelle Champion, qui paye 
$1 par semaine pour étre affilié, et qui retire certains services; mais, ils ne sont 
Bas de vrais affiliés; c’est un moyen de leur aider,—ca nous permet de leur 
aider. 


M° Joyvau: Les deux tiers de vos ventes sont adressées a qui? 

M. CouvretTtEe: Il y a un tiers qui est fait par le «cash and carry», nos 
épiceries Presto; l’autre tiers, a certaines filiales; nous avons, a Trois-Riviéres et 
Shawinigan le groupe Régal, et la maison Conrad Lajoie; ca représente a peu 
prés un tiers; et, le reste, A certains marchands non affiliés. 

M° Joyau: Ce sont des compagnies qui sont intégrées dans votre marché? 


M. CoOuUVRETTE: Oui. 

M° Joyau: Il y a une autre question qui m’intrigue, et que vous indiquez, 
disons, au début de vos opérations,—de la majoration de vos affaires en 
1963,—un pourcentage de dépenses de promotion, ou de publicité, qui s’élévent 
a peu prés a 0.49 p. 100 de vos ventes. 

M. CouvrRETTE: Est-ce que vous prenez cela dans le mémoire? 

M° Joya: Il me semble que j’ai pris ca dans le mémoire; je vous référe a 
la page 3; le pourcentage de vos dépenses pour publicité, en augmentation de 
1963 a 1966 de 4 sous du 100, jusqu’a 1.34 du 100. Pourriez-vous expliquer cette 
augmentation disproportionnée de vos ventes, d’une année a l’autre, et en méme 
temps, il y a eu tellement d’augmentations dans vos frais publicitaires? 
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M. CouvreTTE: I] y a différents facteurs, et un me vient A l’esprit, qui a une 
prépondérance; en 1963, nous n’avions pas la méme sorte d’affiliés qu’aujour- 
d’hui; nous n’avions pas des groupes aussi bien organisés; nous avions autant de 
clients, peut-étre davantage, mais la facon dont ils étaient groupés n’exigeait pas 
autant de publicité. 

Ensuite, en 1964, nous avons fait des acquisitions—nous en avons fait 
surtout en 1965 et 1966. Il faudrait remarquer que de 1965 a 1966 il y a une 
diminution, a ce moment. Alors, dans le travail que suppose l’intégration d’une 
nouvelle acquisition, il se passe toujours une période un peu plus laborieuse, 
qu’on finit par surmonter, et 4 mener a de plus justes proportions, et ce sont les 
efforts qu’on fait, et rien ne dit qu’en 1966 ca ne déclinera pas. 

M* JoyaL: Pourriez-vous indiquer, pour la période du 26 mars 1966, 
jusqu’a aujourd’hui, est-ce que ce serait le pourcentage de vos dépenses qui est 
demeuré plus stable? 


M. CouvRETTE: A peu prés le méme pourcentage; nous n’avons pas encore 
de rapport complet. 


M. BoIsveRT: Ca reste a 1.3, selon le contréleur. 

M* Joyvau: Maintenant, pour la question des timbres-primes, vous nous 
avez dit dans votre mémoire qu’une société s’était formée—la compagnie Régal? 

M. CouvrRETTE: La compagnie prime Régal. 

M*® JOYAL: Cette société est en opération depuis février 1965? 

M. COUVRETTE: Oui. 

M* JoyaL: Est-ce que les opérations de cette société sont refiétées dans 
votre rapport annuel? 

M. COUVRETTE: Oui; enfin, la premiére année, dans le rapport de 1966, oui. 
Mais, la encore, c’est une opération qui n’était pas profitable en 1966. 

M* JoyAL: Maintenant, vous étes propriétaire d’une compagnie captive? 

M. COUVRETTE: Comme les autres. 


M* JOYAL: Quels sont vos arrangements avec vos affiliés, pour la distribu- 
tion des primes, ou des timbres? 

M. CouvretTTE: Nous leur vendons des timbres, n’est-ce pas—nous leur 
vendons les timbres 4 un prix, et c’est pour cela que la compagnie a été 
formée,—précédemment, nous avions des timbres a offrir a nos affiliés, seule- 
ment, nous faisions affaire avec une compagnie de timbres qui n’était pas la 
notre et ensuite, c’est aprés certains calculs que nous avons constaté qu’il y 
aurait avantage a former notre propre compagnie de timbres; ca nous mettrait 
en mesure de vendre les timbres a meilleur marché, aux marchands, et 
d’améliorer la qualité des primes offertes en retour, n’est-ce pas, et ce com- 
merce-la, jusqu’ici, nous commencons maintenant a retirer certains résultats. 

M* JOYAL: Est-ce que vous permettez A vos affilés de revendiquer ces 
timbres pour de Valimentation? Est-ce que vous permettez d’échanger ces 
timbres pour 1’alimentation? 

M. COUVRETTE: On me dit que oui. 

M. BoIsvERT: Oui. 

M* Joya: C’est bien votre pratique, parmi vos affaires... 


M. BolsvertT: Je crois que les consommateurs préférent conserver leurs 
timbres pour l’échange des primes. 

M*® JoyaL: Une derniére question, je crois quelle a été posée par M. 
Saltsman, au sujet de la disparité des prix entre les produits qui portent une 
marque nationale et les produits qui sont des produits de maisons, ou de 
marques locales. Je n’ai pas tout 4 fait compris la portée de votre pensée; mais, 
vous avez mentionné, a un certain instant, qu’il y a un certain équilibre qui se 
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fait sentir, qu il y aurait une amélioration sensible dans la vente des produits a 
marque privée, comparativement a la vente des produits a marque nationale. 
Pourriez-vous expliquer votre thése de nouveau? 


M. CouvReETTE: II s’agissait d’une opinion purement personnelle, qui n’est 
pas nécessairement partagée par tous mes collegues. 

M. LEFEBVRE: Ca arrive, des fois. 

M. COUVRETTE: Je ne sais pas jusqu’ou ils sont dissociés, mais je me 
permettrai de faire remarquer ceci: a la lecture du compte rendu des journaux 
de vos séances, jusqu’a date, je croyais comprendre qu’il avait été mis en 
évidence que les marques privées pouvaient se vendre a meilleur marché que 
les marques dites nationales, pour ce que ca veut dire—des marques reconnues, 
des grosses compagnies; de sorte que, celui qui lirait cela et qui n’est pas initié, 
pense qu’on peut arriver 4 concurrencer, que, étant arrivé a cette présentation 
en fait, que plus il y en aura, de ces marques, que plus ca pourrait étre un 
moyen avantageux de baisser le cofit des produits. 

Or, j’ai simplement exprimé V’opinion que, étant donné que ces marques 
privées sont fabriquées par les mémes fabricants des marques nationales, dans le 
moment,—a cause de leur faible volume, comparativement aux marques na- 
tionales,—que, dans tous les cas, le volume est faible,—eh! bien, les fabricants 
consentaient a mettre a la disposition de ceux qui voulaient avoir des marques 
privées a meilleur prix, des produits, les mémes produits qu’ils vendaient sous 
leur propre marque nationale,—mais que je considérais que ceci était une sorte 
de chose qui pourrait s’appeler du «dumping», a un surplus qui ne cofte rien, 
qui pourrait rapporter davantage a une partie du commerce. Mais, a partir du 
moment qu’il n’y aurait plus de marques privées fabriquées par des fabricants 
de marques nationales,—leur équilibre serait rompu, et qu’ils fourniraient en 
trop grosses quantités, par le point ot doit s’établir cet équilibre, que j’ignore. 
Mais, par rapport 4 Vendroit ou ils se situent, ils ne fabriqueront pas ces 
produits 4 meilleur compte que leurs propres produits de marques nationales; 
alors, ce serait toute l’économie de leur entreprise qui serait en danger, a ce 
moment. Je veux dire, dans le terme scientifique du mot. C’est une opinion 
purement personnelle. Ou bien, ca ménerait 4 Vintégration verticale, c’est-a-dire 
que les grosses compagnies auront leur propre fabrique, et c’est un contrdle 
encore plus complet qui s’étendrait ainsi. 

M° JOYAL: Vous nous avez présenté un tableau qui donne, en particulier, la 
majoration de vos prix, entre le prix cotitant et le prix de vente. Allez-vous 
nous présenter ce chiffre en donnant le pourcentage, la majoration exacte? 

M. BoIsvERT: Oui. 

M° Joya: Maintenant, est-ce que la compagnie a des intéréts financiers 
dans aucun de vos manufacturiers aux producteurs? 

M. COUVRETTE: Non. 

M’° JOYAL: Est-ce que les deux classes d’actionnaires majoritaires de 
Couvrette et Provost ont des intéréts personnels dans la classe des producteurs 
ou des fabricants? 

M. COUVRETTE: Les Couvrette n’en ont pas. 

M. RENE Provost: Les Provost non plus. 

Mr. JOYAL: Thank you. 

M. CouvRETTE: Bienvenue. 

Co-Chairman Mr. BASForD: Senator O’Leary? 

Senator O’LEARY (Antigonish-Guysborough): Thank you Mr. Chairman. My 
first question is going to indicate very obviously that I am not incompetent, 
because I happen to have been in the retail business all my life, so I want a 
brief explanation. Turning to page 2, at gross sales, I would understand that of 
every dollar of sales made $3.47 is gross profit; is that correct? 
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Mr. COuvVRETTE: Yes, $3.47. 


Senator O’LEARY (Antigonish-Guysborough): Turning to page 3—salary 
and wage costs, advertising expenditures, it is stated “Transportation costs: 
using the same tabulation as above these expenses are the following: “Then you 
list them; for example, salaries, $1,001,000, or 2.07 per cent, and so on, making a 
total of $1,812,000, according to my calculation. Adding to percentages this 
amounts to 3.75 per cent, if I am correct. In other words, on every dollar of 
sales did you spend 32 cents on these particular expense items? 


Mr. BOISVERT: We did, sir. 


Senator O’LEARY (Antigonish-Guysborough): Therefore your net loss was 
$136,000 for that period in that operation. 

Mr. BOISVERT: Sir, we have just accepted in concluding with legal counsel 
to deliver to the committee actual gross profits, which these are not. These have 
been, unfortunately—and I apologize for the misunderstanding—answers to the 
questions asked or suggested to be covered indicating trends in gross sales, the 
cost of merchandise sold and the difference between the gross sales and the 
merchandise sold being that part of the gross profits, which is effected that way; 
but not all items of expense were requested of us, neither were all items of 
revenue, so that in order to adjust the figures—these figures would seem to 
make us twice as efficient as some of the witnesses that have passed here, which 
we are not. Mind you, we would like to be. So we shall supply for the 
committee a set of figures that will be rightly comparable to those you have 
either obtained already or in answer to the questions. 

Senator O’LEARY (Antigonish-Guysborough): But if I understand your 
figures at all they make you appear to be inefficient and as losing money, 
according to this. 

Mr. BoIsvERT: No; the revenues are only partial, sir. As I said, I have 
attempted to make too literal a reply to the questions put to me by your 
committee secretary. 

Senator O’LEARY (Antigonish-Guysborough): We shall await those figures, 
thank you. On page 4 you refer to the two systems that are dominant in your 
distributive field in selling prices at wholesale. Now, do your customers or 
retailers have a choice, a preference here as to which one of these systems they 
choose? I realize you have a further explanation about ordering from catalogue, 
and so on, but do they have a choice? 

Mr. BoIsvErtT: No, sir. 

Senator O’LEaRyY (Antigonish-Guysborough): There is a volume figure? 

Mr. BOIvERT: Our pricing policy is net, less an allowance if they buy $800 a 
week on the cheque attached to the catalogue. 

Senator O’LEaRY (Antigonish-Guysborough): Could you tell me approxi- 
mately what volume of business is done under the two different systems? 

Mr. BoIsverRT: We have only one system. I have merely described ours by 
contrasting it to another type of pricing policy in competition with which we 
are. 

Senator O’LEaRY (Antigonish-Guysborough): These two are not yours, 
then? 

Mr. BoIsvertT: No, only one. 

Mr. CoUVRETTE: The first line reads, if translated, “Two main systems are 
being utilized by wholesale grocers’’; not necessarily by us. 

Senator O’LEARY (Antigonish-Guysborough): Yes, I realize now that you 
state that these “two systems are dominant in our distributive field.” 

Mr. BoIsvERT: We knew other witnesses would come to you with the other 


formula, and we wanted to explain that there are in fact a number of pricing 
policies. 
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Senator O’LEARY (Antigonish-Guysborough): On page 7, with respect to 
your comments about reading the newspaper recommendation, to the consumer, 
of buying from bulk in preference to the prepackaged units, from your next 
remark I think you are more or less accepting there a maximum bulk figure. It 
was not my interpretation, at least from what I read in the newspapers, that we 
were going to consider buying everything—say, dried cereals—by the 100 
pounds, or buying detergents or something like that in such bulk quantities. I 
do not think that was what was meant. Someone else raised the question and it 
was pointed out that we were referring to the quantity of packages, the 
quantity and styles of the package. My interpretation of packaging was, for 
example, that detergents could be sold, for example, in plastic bags, as they are 
available, rather than in the fancy expensive packages. But you are referring 
back to a number of years ago, many years ago, on the bulk basis. I do not 
recall anyone advocating that particular type. 

Mr. BOIsvERT: I read some recommendation of that type in the newspaper, 
and I thought I would comment on it. It is no more than that. 

Senator O’LEARY (Antigonish-Guysborough): Then, on the same page, 
going to your “cash and carry outlets”, about which Mr. Olson asked some 
questions already—obviously you do have a credit policy for your customers. 
This is apparent in your accounts receivable here. Does this vary—15 days, 13 
days, depending on the customer and the volume or on his credit rating? 

Mr. BoIsvERT: I will ask our comptroller to report on this. 

M. BRUNET: Dans le bilan qui vous est soumis, c’est un bilan consolidé, ce 
qui veut dire que les comptes a recevoir sont représentés par une partie des 
profits des institutions. Nos termes pour les institutions sont net 30 jours, 
tandis que, 4 nos clients, nous leur vendons sur une base comptant, disons, pour 
les détaillants, les marchés indépendants, leurs comptes a recevoir incluent le 
remboursement fait directement aux magasins, nous tournons dans les 5 jours. 
Alors, nous tournons les comptes a recevoir dans les 5 jours; 5 jours dans les 
- comptes a recevoir. 

Senator O’LEARY (Antigonish-Guysborough): Then, in your six cash and 
carry outlets, taking the type of customer who is availing himself of this 
service—could he be a credit customer? 

Mr. BRUNET: No. 

Senator O’LEARY (Antigonish-Guysborough): He could not? 

Mr. COUVRETTE: Cash and carry. 

Senator O’LEARY (Antigonish-Guysborough): If he preferred to be a cash 
and carry customer under the other system— 

M. BRUNET: Le programme de «cash and carry» est un programme comp- 
tant, alors, dans une certaine... 

Senator O’LEARY: I understand that. 

M. BRUNET: ...dans une certaine mesure, nous leur vendons sur une base 
comptant. 

M. CouvrReEttTeE: I] faut se rappeler que nous avons dit qu’il n’y avait pas de 
comptabilité, pratiquement pas de tenue de livre dans ces dépots de distribution, 
que la marchandise était prise dans les tablettes mémes par le marchand qui 
passait a la caisse, et il ne recevait qu’un ruban de caisse; il n’y a pas plus de 
facturation que cela de faite. Alors, s’il fallait avoir du crédit, il faudrait 
nécessairement tenir beaucoup plus de comptabilité, ce qui augmenterait le 
cout. 

Senator O’LEARY(Antigonish-Guysborough): Excuse me, I believe you are 
still missing my point. These customers who are presently purchasing from you 
in this way, on cash and carry, do they have a credit rating with you whereby 
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they could purchase on credit, if they wished, not in this manner but through 
your other regular distributing wholesalers. 


M. CouvrETTE: Nous ne vendons pas, nous ne faisons pas de crédit non plus, 
d’ailleurs, que dans notre commerce aux institutions A qui nous vendons sur des 
termes. Evidemment, il y a une contradiction A certains paradoxes. Nous 
sommes sensés vendre uniquement comptant, mais nous sommes forcés par les 
circonstances d’accepter des chéques postdatés, ce qui fait que, comme résultat, 
nous avons généralement 4 ou 5 jours de vente, comme vient de vous le dire 
notre contréleur, dans les comptes recevables. Mais, en somme, l’entente réelle 
c’est que cela devrait étre des ventes au comptant. Nous ne sommes pas sensés 
faire du crédit 4 personne, excepté dans le commerce avec les institutions. 


Senator O’LEaRY (Antigonish-Guysborough): I understand. In other words, 
you are on a cash basis but there are exceptions. There are reasons— 


Mr. COUVRETTE: We do the best we can. 


Senator O’LEARY(Antigonish-Guysborough): This is probably the reason 
why you do not offer any cash discount to the people who are buying from the 
Cash and Carry. Even though I agree with everything that you say about your 
reduced costs— 


Mr. COUVRETTE: You are right. It is discount, as was said before. 


Senator O’LEARY (Antigonish-Guysborough): I believe you indicated that 
you were able to obtain a better margin here? 


Mr. CoUVRETTE: I never did say— 


Senator O’Leary (Antigonish-Guysborough): I thought you mentioned a 
figure of approximately 5 per cent gross margin. 


Mr. CoUVRETTE: No. Je regrette. 
Senator O’LEARY(Antigonish-Guysborough): If not, excuse me. 


M. CouvreTTE: Je regrette, je crois bien, évidemment je ne sais pas, 
j’espére que je sais tout ce que j’ai dit cet apres-midi, mais je dois signaler 
ceci: je peux vous référer & une question qui a été A l’effet suivant: est-ce que, 
si la méme sorte de clients qui achétent dans vos épiceries Presto, étaient 
desservis par votre entrepét principal, est-ce que cela vous occasionnerait un 
coat additionnel si vous les desserviez 14? Et j’ai répondu oui, environ 5 p. 100. 
C’est entre les deux systémes. Il n’y a pas de choix entre les deux, chacun 
fonctionne selon la catégorie de clients, et de la facon la plus économique 
possible. 


Senator O’LEaRy (Antigonish-Guysborough): Then I must ask the question, 
is there any direct saving to you in this Cash and Carry outlet operation? 

M. CouvreTTE: Bien, c’est un moyen de servir et le gros marchand, dans 
Ventrepot organisé pour servir la grosse commande, et également le petit 
marchand dans un dépét qui lui est convenable et adéquat. 

Senator O'LEARY (Antigonish-Guysborough): That partially answers my 
question. My final question is regarding the last page, page 11, referring to the 
Canadian Association of Consumers, on the figures that were compiled. I am not 
going to press you here, in view of the fact that you said: 

I shall not venture to evaluate the documentation on which this 
release was based, at so close range. | 
Do you question the documentation? 
Mr. BoIsvert: It was only available to me this morning, sir. 


‘ Senator O’ LEARY (Antigonish-Guysborough): Then, you wind up by saying 
that 


the CALC. observations would appear most potent in assisting those 
particular consumers with low incomes. 


That is a hasty observation, from what you determined this morning? 
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Mr. BOISVERT: Right. 


Senator O’LEARY (Antigonish-Guysborough): Then, in your final question, 
you conclude: 


The point is: Shall we tell them, and, if yes, will they listen? 


My question is, if you told them and they listened, what do you think would 
happen your volume, your sales volume? 


Mr. BoIsvErtT: I do not think it would be very substantially affected, that is, 
in strict practice. We would not alter overnight the preferences of Mrs. 
Consumer in the manner that she continues expressing them, in buying calf’s 
liver rather than pork liver which would cost one-third of the price. Some with 
particular needs or limited budgets might heed the advice, if it reaches them. I 
submit it to the committee that we would proceed to try and do it through our 
advertising. 

Senator O’LEARY (Antigonish-Guysborough): Thank you. That is what I 
wanted you to say. 


Mr. OLson: Mr. Chairman, I would like to ask the witnesses if, in preparing 
their cost price and selling price index, they would be using the same items as 
are in the D.B.S. food basket, as it is commonly called. That is, would they give 
us their cost price and selling price of these items, for a day or date or period in 
1964, 1965 and 1966. Then we could make some comparisons of what has 
happened to the cost price and selling price, that would be comparable for these 
three periods. I am sure that the prices change within the year, of course. I 
wonder whether you can give us averages for the whole year, or whether you 
should take a week in July and make it comparable for each of the years, giving 
a July in each year, for those items, so that there is a genuine validity to the 
comparisons that can be made. 


M. COUVRETTE: Voici, nous allons faire l’impossible pour donner le plus de 
détail possible, tel que demandé. Seulement, nous n’avons pas, nous l’avons 
maintenant, mais nous n’avons pas nécessairement toute la compilation voulue 
pour les années ‘63 et ‘64, peut-étre, par exemple, A cause du fait que notre 
compagnie était encore en pleine organisation. De plus, bien, nous avons passé 
par la période de gestation de la mécanisation de notre systéme de comptabilité 
Van dernier, ce qui n’a pas été sans compliquer les choses au début. A tout 
événement... 

Mr. OLSON: You would have the records of what your invoice price was for 
these items and also your cost price. 

M. CouvrRETTE: Bien, comme je 1’ai dit, nous ferons l’impossible pour vous 
soumettre les réponses demandées. 

Mr. OLSON: That is all, Mr. Chairman. 

Co-Chairman Mr. Basrorp: There being no further questions, I would like 
to thank Mr. Couvrette and Mr. Boisvert and their colleagues for coming here 
this afternoon to give us this very interesting brief and the very interesting 
answers to questions asked. | 

As I explained this morning, we have selected a representative list of 
wholesalers to come before us, and we do appreciate your being one of the 
guinea pigs, so to speak, in coming here today. 

The committee is adjourned until 9.30 Tuesday morning, November 1, 
when we will have as witnesses the Heinz Company of Canada Limited. 

There is a possibility that we may have a new room on Tuesday, and, as all 
of you are concerned with that, would you take care to check the room number. 


The committee adjourned. 
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EXHIBIT A 


SHOPPING SENSE 


IDEAS FOR STRETCHING FOOD DOLLARS 


Issued by the President’s Committee on Consumer Interests 


Fruits and Vegetables... 

—Be willing to switch one vegetable for another, one fruit for another—if 
the price is right and your family likes it. 

—Play one form of fruits and vegetables against another. Is it cheaper to 
serve it fresh, canned, or frozen? 

—Buy fresh in season—but not at the first. Prices usually go down as 
supply increases. 

—Look for lower priced fruits and vegetables. For instance, apples that are 
smaller and not so red. You could save 8 to 12 cents on a 5-pound bag. 

—Watch for canned and frozen specials as new supplies come to market. 

—Save money by selecting fruits packed in light rather than heavy syrups. 

—Whole fruits and vegetables in a can are usually higher priced than 
slices, chunks or halves. Small or “mixed”’ pieces cost even less. 

—Special frozen vegetable combinations and butter—added, boil-in-the- 
bag vegetables add to your food bill. If you have the time, prepare them 
yourself. 

—Big poly bags of frozen fruits and vegetables are money-savers. You can 
pour out only as much as you need, save the rest. 


Cereals and Baked Goods... 
—Some stores offer specials on day-old bakery products. Watch for these. 
—Buy the big package of cereal and save. 
—Hot cereals cost less than ready-to-eat varieties. 
—Sugared cereals cost more than unsweetened. Sugar them yourself and 
save. 


Dairy PrOGucts. x. 

—For cooking, try nonfat dry milk and canned evaporated milk. 

—Use nonfat dry milk to make skim milk for family drinking. It costs half 
the price. 

—Buy milk in quantity and save. For example, if a half-gallon of milk 
costs 55 cents at the grocery store; a quart would be about 30 cents. 
Home delivered—this same half-gallon of milk might cost 62 cents; a 
quart, 34 cents. 


Meat, Poultry and Eggs... 

—Know USDA grades. They help you compare price and quality. 

—When buying meat, it’s the price per serving not the price per pound that 
counts. Figure four servings per pound of lean boneless meat, two 
servings per pound of bone-in meat. A boneless round roast at 80 cents a 
pound may cost no more per serving than a blade-in chuck roast at 40 
cents. 

—Buy a big chuck roast and cut it three ways for three meals—a steak, 
a stew, a roast. 

—When chicken is ‘‘on special,” you can save as much as 25 percent. 

—Buy whole chickens and save 2 to 4 cents a pound. 
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—Compare the various sizes of eggs. If medium eggs are at least 7 cents a 
dozen cheaper than large eggs in the same grade, buy mediums. You get 
more for your money. 


Do Pennies Count? 

Do pennies count? When you’re shopping for food, there’s no doubt about 
it. Three to four cents off on a 25-cent can of beans, for example, is a 10 to 15 
percent savings. Not bad for just a few pennies. Applying this kind of shopping 
sense—plus the other shopping tips offered in this booklet—could save you as 


much as $5 on a $30 weekly bag of groceries. At the end of a month, that’s an 
extra $20 in your pocket. 


Try New Recipes, New Meal Ideas 
Get out the cookbooks, watch newspapers, magazines, and television for 
new recipe ideas, unusual casseroles, or recipes using old favorites in new ways. 


You can cut your food bill 20 percent by using lower-priced items in your 
menus. 


Shop the Specials 
—Shop the ads. Shop the specials. Shop the stores. 
—Check ads particularly for meat, poultry and fish on special. Plan your 


meals accordingly. These items can amount to a third of your family’s 
food bill. 


Make out a Shopping List 
—Plan your menus with an eye on the ads. 
—Make a list of the foods you'll need. 
—tThen stick to the list, but be open minded should you spot an unadver- 
tised bargain. 


—Shop alone if you can. You'll be able to concentrate better. And besides, 
Dad and the kids tend to run up the food bill. 


Compare the Brands 

—Try the lower priced grades and brands. You may like them as well as 
more expensive items. 

—Some stores carry as many as 6 different brands of canned green beans 
with prices sometimes varying considerably. While quality and cut may 
differ, nutritional values vary little. 

—By looking for lowest priced brands in one store, you can save—for 
example—5 to 7 cents on a 6-ounce can of frozen orange juice, a nickel 
on a can of peas, as much as 20 cents a pound on bacon. 


Be Willing To Switch When The Price Is Rights... 
—beef or pork liver for calves liver 
—poultry and fish for red meats 
—dry milk for fresh milk 
—hean, cheese and egg dishes for meat dishes 
—cabbage for lettuce 


Buy In Quantity... 
—Buy in quantity when there’s a sale and if you’ve checked to see that it’s 
a good buy. 
—But be careful! Buy only what you need and can use. It’s not a bargain if 
the food is wasted or spoils before you can use it. 
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—Buy the large can or package only if it fits your family’s needs—and you 
have a proper place to store it. 

—Figure the cost per ounce, per pound, per serving. Cornflakes—for 
example—range from 2 cents an ounce in the large box to 4 cents an 
ounce in the individual packs. 


Check The Cost Of Convenience... 
Chances are the partially prepared items will cost you more than the fresh. 
But not always. Some convenience foods, like frozen concentrated orange juice, 
frozen green peas, canned orange juice and fruit cocktail, and some cake mixes, 
are often cheaper than their fresh counterparts. 
—Other convenience foods, like frozen corn on the cob, stuffed baked 
potatoes, cheese in a spray can and frozen dinners, usually cost you more. 
—But—if time is short, you may be willing to pay the cost of convenience. 
Just remember the choice you are making. 
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EXHIBIT B 
CONSUMERS’ ASSOCIATION OF CANADA 


NATIONAL OFFICE 
100 GLOUCESTER STREET 
OTTAWA 4 
CANADA 


FOOD BUDGET 


The art of making a good food budget lies in obtaining the maximum 
amount of nutrition and variety for the sum of money available. Before you 
start, make sure that you have allowed elsewhere in your housekeeping budget 
for such things as cleaning products, toiletries and bathroom tissue. 

Budgeting is not easy; it demands thought and advance planning and, at 
the same time, the ability to take advantage of items offered at especially 
favourable prices, either because they are in plentiful supply or because the 
retailer has put them “on special’ to attract customers. 

Sound budgeting is reflected in better health and the satisfaction of having 
spent one’s money to the greatest advantage. 

A large food bill does not always mean a well-fed family, nor do you 
necessarily have to spend a lot to feed your family well. 


Nutritional Value of Foods 


Begin by following ‘Canada’s Food Guide”, for it has been prepared by 
expert nutritionists and takes account of our Canadian food habits. 

To the basic foods listed in Canada’s Food Guide”, you may add the foods 
of your choice to provide you with fat, sugar, condiments, drinks, etc., whose 
main function is to provide calories. The need for these varies from family to 
family and person to person, and depends on the tastes and appetite of the 
individual. 
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2. The cost of feeding the family also depends on the homemaker’s skill in 
purchasing, stocking, preparing and serving foods. 

For example, a can of fruit or vegetables of Canada Standard or Canada 
Choice Grade may be substituted for one of Canada Fancy Grade. There may be 
a small sacrifice in appearance, but taste and nutritive value are the same. 

A head of lecture of which half of the leaves have to be discarded costs 
twice as much as the apparent price. 


3. The shopping list. 


The shopping list should be based on 
(a) the plan of the week’s menus, 
(b) a survey of what is in the refrigerator and the kitchen cupboards, 
(d) a knowledge of prices and the advantages of comparative shopping. 
(d) a knowledge of prices and the advantages of comparative shopping. 


A Thoughtful Shopper Saves Many Dollars 


In the following table we compare two shopping lists, using the prices we 
found at an Ottawa store in mid-October 1966. We shopped for a family of 
four people—father, mother, a boy of 9 and a girl of 13—and based our 
purchases on ‘Canada’s Food Guide” and the table of quantities of Food for One 
Week. 

These two shopping lists show quite clearly that there can be a very 
considerable difference between the cost of providing the standard of nutrition 
recommended by ‘Canada’s Food Guide” depending on the skill of the shopper. 
We haven’t included some items which are bought in quantity and last for 
several weeks (e.g., sugar, spices, etc.) or the little luxuries which vary from 
family to family (e.g., sweets, soft drinks, potato chips, etc. ) 


Are You a Good Shopper? 


1. Do you plan your menus for a week? You should use “Canada’s Food 
Guide’”’. 


2. Do you compare the weekly “specials” offered by different stores in the 
newspapers? 


3. In the store, do you keep strictly to your shopping list? Apart from 
buying necessaries which you know to be at reduced prices, do you let yourself 
be tempted by promotions for higher priced goods? 


4. Do you buy by grade? Always compare brands too. 


5. Do you work out the price per ounce or per serving to buy most 
economically? Do you read the labels which list the ingredients? 


825 


CONSUMER CREDIT 


or '0 ‘20 Z1/1 0 CORT Creu pt end Peete Bete 
99 °0 STIL Z1/€E "0 Gan Oca S[[Ot peoig 
SE°L  JBO, °z0 %Z/Ez°0 SeABOTQ ~*"p¥BeIq 9}IYM poyoliUy SOABO] § :pvoig JojUsWIOINbeY =—« FT J8O[ °Z0-$Z/E7°0 SOABOT B=" pRoIg OFIYM payor 
avau gq 
0z°0 uBd °ZO GT/0Z "0 "ZO QT °*(Aoueq)—suveq usar SIO uBd *ZO 0Z/81 0 *Z00Z °(e0I04D)—suveq useI5 
#0 «WO “ZO CT /FZ "0. Oe 3 aa (Aoue J) —svog 610 Wed *ZO 0Z/61'0 SEO. QGnninceceeciee “** (90104) —sBog 
eo "ZO 02 °0 ued “ZO 0Z/0Z 0 Oe ee (90104) 
€F°0 SLX 3/&k°0 ‘20 9% (Aoue y)—yoursy -u10D . uloo peulvelg 
28°0 “qI tod 67 "0 fig, | = Paco a a Sot ha SIO} VUIOL, 0¢°0 “q] tod OT °0 PE pce oe ‘asBqqey 
Sc mt) me} riod 60 ‘0 “OI 6 eee eee ee eee serene 90nN440'T bes a] iIod 60 ‘0 “aI £ eo 2 as a0) '6). 6 8 0 6 be 80 ysenbg 
CZ a) prey iod GZ 0 *Z0 g “I I Pile exp) She “eae sle-6"e IaMOPINVeD IZ 0 "I iod 10 0 “dI g ey druin J, 
67 ‘0 yqounq dod 6h a) “ZO y “q] I Ce ec Tjoo01g 61 0 young 61 aT) a I ed AIQTAOD 
620 Soyounq ¢/6Z 0 OR am acs oe eae S}JOIIBO YSelY Se[qezesaA JoyyO “q[ g{ :quewelNbey Ez" “AT €/62°0 Qube 20S" eee: $}01189 YSe1 J 
SHTAVLEDAA AWAHLO, 
*s20}8}0d YSel] *q] F 
0} JUSTBANDe st S90} BY0d JUBYSUT *ZO ZT 
€9°0 "ZO Z1/€9'0 ZOVCT. go See $9078 10d JueysUT “S3eq 
29°0 “qt ted [e°9 SOISS ca Al ee Sollf YOuST} USZOLY Joes1V] uly Ysnog aq Os|s AvurIs0,vj0g 
0F'0 “QI S/0F 0 A aaa, se0yejod poyse AA sooyeyod “q] FI] :jueurermbey ggg =: Beq qT OT/6F'0 ee La Se eee $90}810q 
SHOLVLOG 
69 °0 °ZO Z1/69 0 ZO GT eae we sjooride poliq 
G8 0 ref *ZO 8Z/S8 mt) "ZO 8z ce rd (Aoue,7) 
[req Ooo FINA 680 "q] tod 6g°0 ‘q[ I °° ‘sound unrpour poriq 
c9°0 uBo *ZO 8Z/G9 ‘0 "20 8Z oe eee Te eat COURS) 6£°0 ueo °ZO 82Z/68°0 Ae) 86 eS eee MEH SOOT) 
seyoved pouuvy seyoved pouued 
0¢ 0 “q] tod ¢Z "0 Le a SS sodevis Ysoty 62 °0 “OT 2/620 SEC ewe ee SeusuEd Yset if 
8¢°0 “QI 40d 62 °0 “SEG”. Seas sived Yysed i] "QI $2 JO JueTeAmnbe :quewesmbey —-§ "0 "OT 8/68 °0 iG Sarees sejdde ysery 
LINdy AAALO 
*SoSUBIO *G] g Jo 
queTBAInbe ey4 St eornf oFuei0 *s}b Z 
*S}MIJ SN1410 10} 
peinzysqns oq uBvO puB D UrUTeyIA 
§6°0  UBd 'Z0 OF/6F'0 S8T'D Ize Sie Sie eoinf osuBvio aingq urezUoD eoInf 07¥UI0} pu doInt eddy ce'o ued °ZO 8F/GE'C °ZO 87 ° (AouBy)—eoornft 078UI0 J, 
0g "0 WED “ZO 8F/GZ "0 2096 °° *****(@dI0Y)—eoInt 
6$°0 “AI “G1 2/60 SOT Ck eee yinyjedvis uNIpey, °° **q] $1 Jo yueyeammbe :yuewreimbey efdde pezrurureyrA 
dQ0UY) — NINVIIA—LINU 
“ATTFEL Ysoay 
pues y[Iur peleapMod yyoq osn Mou 
Solflurey Auvyy “qaenb sod syueo ¢ 
$3800 UWITYS polepMod pojnyysu090z7 uojyIvd 
c6 *e 4b iIod 8% 0 s7b al ec ey ypu ouwloyy © BCs 8.5 Wie ae es syienb val ‘JuswmeImMboy 1a TT ql ¢/60°1 *Z0 9 “I 2 oe ee eee ee Wns polep Mog 
UTI 
é 
4son eolIg Ayryuenyy poo 4sog soll g Aqyruen?yy poo, 
ee eee eee eee Se 
Spooy oAtsuedxy s10, Spooy sAtsuedxy sse'T 


dNod YUOA LSIT ONIddOHS V 


JOINT COMMITTEE 


826 


L8°¥E 


69 8 


66 0 ‘sib ¢/66 0 syienb ¢ ee ee ee ee urlBalo ao] rere) 0 ‘sab ¢/¢9 ‘0 *s1b ¢ ee i i yyru pe] 
“as ea | ‘ZO 9/61 °T *Z0 9 ee (eueu 68°0 Iv] *ZO 9/68 °0 *Z0 9 eee eee ee eereeene (pusiq 
puvig) 9eljoo yueysuy sdno 91048) vayjoo 4ueysuT 
$8 °0 s3Bq 09/680 ‘(euueu puvig) saeq Boy, 00% Ajoy"UUIxoIdde soyvuUr ve} “Gq, T 16°0 “QT 1/26 °0 ral ven aon. ey aL, 
6L°0 "ZO 9/620 ZOGG =~ = euleu puvig) Wel 690 *ZO $Z/6S 0 1 " OpeTBuLIe yy 
69°0 *Z0 22/690 "ZO Ze TUE Vem Re LenS TqeL (SeTIO[e9 B14xo 1%°0 *ZO £97/12°0 *20 £07 es *** “gessBlOJL 
68 °0 *ZO 91/68 °0 OU ae we ad To eayQ sursjddns pue Ajorrea SuUIpIAcig)  ¢F'0 “ZO 91/€F°0 ¢20"0 ea anaes [10 91 qB}030A 
Sado0J XAHLO 
ol 0 “aI rod zL°0 “dI I ey (yyrur 
sfOyM—oureU puv.q) 0¢°0 “q] tod 0¢ "0 “4.1 = °° (ese0yo [Tur wWrys) 
aseeyo pessedo0ig *yBOUL IOJ oynyiWsqng eseeyo pessvvol gq 
‘oSIVT PUB UINIPsU UIIM4 
-9q sdUeIETJIpP sjued Gg ueyy o10UT 
SI 91043 UsyM WiNIpeu Anq 104j0q 
280 *ZOp ted 78 °0 UOZOD | oS aa ees S889 9S1B'T uezop | :Sss0 Jo jJUueWoIMbey—s Z).*0) *zop Jod Z) 0 MSZOP alee eas hoe ae Sése UINIPEyy 
C60 *q] ted ¢6°0 CLT AT tee Si eee eae Sdo][BOSs ueZOL TF ‘q,. 1: ysy joquewmoermbey ¢¢'¢ *q] ted ¢¢-g ZC lilie Mitt na teg SJOT[Y poo uezo1 7 
*IQAT] 
Yiod sv sATIII{NU SB 4OU ST JOATT J[BO 
cI “q] tod 6F°T =Z0'61 TOAT EO “Q[ ¢ :AeAT] Jo Juowrermboy = FE "0 “qy tod 6F°0 "20 Gl wile nok ane sO MT ETIOG 
62°0 “qt ted 62°0 ‘q| I °° (eueu pueig) osesneg 69°0 *q] red 690 ‘a1 1 °°’ (puviq 0104s) osesneg 
68 ‘0 “d] Iod 68 ‘0 “OI I eee yRoys punoi poourpy 6S 1) d rod 6S 1) "OI I Ce cs IodINQUIe TT 
69°T “I aod Cosy ‘ZO F GT See eee ee eee sdoyo ylog 61°0 me iod ¢9°0 °ZO FAT "rrttses ss“ TgapmMoys YIOg 
Sel “OC aod 69 a) xe} Z ed ** peyjor 
SEZ *q] ted 6I‘T SCTIZe Tek, wee ae 4894S UTOTITIG *q] FG :ye0u jo JUoWOIINbDeY yonyo josq ssejouog 
SALVNUALIY AGNV LV] 
$20 *qy red 19°0 °Z0 Q she seis siege srs eirin TOA AT 
891 ihe a Ea Ses A case ae 9 ie ae a 19940 Tg 0 "OL 2/180 Rees el ee a oe ouLIEs1E 
GNINVOUVI /AaLLAg 
xoq 
28 0 ZO 8 d] 1/28 a) *Z0 8 ""O] I ee ed aOIL queysuy 
G9°0 x0Oq ‘ZO cT/GQ'9 SZO Gy ga ee [Bet00 ysepyeolg “q] FI :s[ve1e0 pouyorjojuoweimMbey 77 °0 S Cite ARCnet ZOO 2 Ch aan ecers chases 9011 ULBIS-3U0'T 
*syyd OT “yowd [VNPIAIpul Jo 4800 aJON “q] Z Seq 
*2°0 TOXOCH/) Cue eZOnp Cet Wao = S}VO Poj[Ol JuUBSU]T ‘:S[velE0 UIBIs BJOYM Jo JUoUTOIINDsYy Ge'g “ZOZT ‘gq, Z/sG'O “2071 '‘QTZ “"* $}8O Po][OI 4uBYSUT 
STVAUAD 
4son 901Ig Aquent) pooy 4son 19) 8 oe | Ayryuen?) poo; 


Spooy oAIsuodxy O1OFL 


Spooy 9AIsuedx'y Sso’T 


CONSUMER CREDIT 827 


Cost 
prices ex 
receiving Selling prices 
docks or f.o.b. our Gross 
ex-car warehouse margin 
Prix Prix vendants Marge 
cotitants f.a.b. nos brute 
ex-quais entrepéts 
réceptions 
ou 
ex-wagon 
$ % 
Tomato juice—Jus tomate............ 24/20 on. Bright-Libby 3.65 $ 3.77 less 1% Dun 
Canned peaches—Péches conserves... 24/20 on. Stoney Creek 6.73 7.00 less 1% 2.8 
Canned peaches—Péches conserves... 24/20 on. Aylmer 7.07 7.40 less 1% 305 
Canned peaches—Péches conserves... 24/28 on. Del Monte 8.00 8.35 less 1% 3.2 
Fruit drinks—Breuvages fruits....... 12/48 on. Allen 3.50 3.65 less 1% ol 
Coffee rez.—~Calé:.... 0.8 TS eee 12/1 lb. Maxwell 8.76 8.96 less 1% 1.2 
Coffee instant off .20c—Café inst.... 24/6 on. Maxwell 21.50 22.04 less 1% ine! 
Canned cream corn—Blé d’Inde créme 24/20 on. Ideal 4.07 4.25 less 1% Reo 
Canned kernel corn—Blé d’Inde grains 24/14 on. Niblets 4.14 4.25 less 1% 1.6 
Mixed vegetables—Macédoine........ 24/20 on. Ideal 3.62 3.75 less 1% 2.5 
Canned peas No. 4—Pois conserves.. 24/20 on Ideal 4.07 4.25 less 1% By 4 
Canned soup veg.—Soupe légumes... 48/10 on. Campbell 5.95 6.11 less 1% 1.6 
Canned soup tom.—Soupe tomate... 48/10 on. Campbell 5.30 5.45 less 1% ee 
BOY ey TIC ls, Oe, Gt ccc. oa ect 2 12/2 lbs. Dainty 3.65 3.75 less 1% 1.6 
Alim. paste—PaAates................... 24/1 Ib. Catelli AND? 4.35 less 1% 2 
Sardines—Sardines................... 100’s Brunswick 8.81 9.18 less 1% 3 
Canned salmon pink—Saumon........ 24/1 lb. Clover Leaf 14.80 15.45 less 1% See 
Strained foods—Nourr. tamisées..... 18/4? Heinz 2.05 2.09 less 1% . 96 
Corn flakes—Flocons mais........... 36/12 on. Kellogg 9.50 9.75 less 1% Leo 
Oats quick—Gruat 26028 ose cece 12/48 on. Quaker 5.35 5.55 less 1% 2.6 
Evaporated milk—Lait évaporé...... 48/16 on. Carnation Tos 7.55 less 1% 1.6 
en Ps DING he) sass ci ve 4 ton 24/60’s Salada 17-52 17.90 less 1% Pai 
Jams straw.—Confiture.............. 12/24 on. Marquette 4,25 4.34 less 1% 1 
Vinegar-—Vinaigre........ A 44 ees. 12/40 on. Canada 3.10 3.25 less 1% 3.6 
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SUPPLEMENTARY ORDERS OF REFERENCE 


Extract from the Votes and Proceedings of the House of Commons, 
September 9, 1966:— 

“Mr. Sharp, seconded by Miss LaMarsh, moved,—That the Joint 
Committee of the Senate and House of Commons appointed by this House 
on March 15, 1966, to enquire into and report upon the problems of 
consumer credit, be instructed to also enquire into and report upon the 
trends in the cost of living in Canada and factors which may have 
contributed to changes in the cost of living in Canada in recent months ; 


And that a Message be sent to the Senate to acquaint Their Honours 
thereof and to request the concurrence of that House thereto. 


And the question being proposed; 


Mr. Pickersgill, seconded by Mr. Mcllraith, moved in amendment 
thereto,—That the motion be amended by striking out the words ““by this 
House on March 15, 1966” where they appear in the second line thereof 
and by inserting in the motion as the second paragraph the following: 


“That the Committee have leave to sit notwithstanding any ad- 
journment of this House;”’. 


And the question being put on the said amendment, it was agreed to. 
After debate on the main motion as amended, it was agreed to.” 


Extract from the Votes and Proceedings of the House of Commons, October 
7, 1966:— 

By unanimous consent, Mr. Basford, seconded by Mr. Allmand, 
moved,—That the First and Second Reports of the Special Joint Com- 
mittee on Consumer Credit and Cost of Living, presented to the House on 
Friday, April 1 and Thursday, October 6, 1966, be concurred in. 


After debate thereon, the question being put on the said motion, it 
was agreed to. 


Accordingly, the said Reports were concurred in and are as follows: 
FIRST REPORT 


Your Committee recommends that seven (7) of its Members consti- 
tute a quorum, provided that both Houses are represented. 


SECOND REPORT 


Your Committee recommends that the House of Commons section of 
the said Committee be granted leave to sit while the House is sitting. 


LEON-J. RAYMOND, 
Clerk of the House of Commons. 
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Extract from the Minutes of the Proceedings of the Senate, September 13, 
1966:— 
“The Honourable Senator Connolly, P.C., moved, seconded by the 
Honourable Senator Hugessen: 


That the Senate do agree that the Joint Committee of the Senate and 
House of Commons appointed to enquire into and report upon the 
problems of consumer credit, be instructed also to enquire into and 
report upon the trends in the cost of living in Canada and factors which 
may have contributed to changes in the cost of living in Canada in recent 
months; and 


That a message be sent to the House of Commons to acquaint that 
House accordingly. 


After debate, and— 
The question being put on the motion, it was— 
Resolved in the affirmative.” 


J. F. MacNEILL, 
Clerk of the Senate. 


MINUTES OF THE PROCEEDINGS 


TUESDAY, November 1, 1966. 


Pursuant to adjournment and notice the Special Joint Committee on 
Consumer Credit (Prices) met this day at 9.30 a.m. 


Present: For the Senate: The Honourable Senators Croll (Joint Chairman), 
Inman, McGrand and O’Leary (Antigonish-Guysborough) .—4. 


For the House of Commons: Messrs. Allmand, Basford (Joint Chairman), 
McCutcheon, Olson, Saltsman and Smith—6. 


In attendance: Dr. R. Warren James, Special Assistant; Mr. Marcel Joyal, 
Q.C., Associate Counsel; Mr. Jacques L’Heureux, C.A., Accountant; Mr. John J. 
Urie, Q.C., Counsel. 


The following were heard: 
H. J. Heinz Company of Canada Limited: 
Mr. John A. Connell, Executive Vice-President. 
Mr. R. G. Nelles, Vice-President, Finance. 
Mr. J. R. Crerar, Vice-President, Manufacturing. 
Mr. T. D. Smyth, Vice-President, Services. 


At 12.45 p.m. the Committee adjourned. 
At 3.00 p.m. the Committee resumed. 


Present: For the Senate: The Honourable Senators Carter, Croll (Joint 
Chairman), Deschatelets, Inman, McGrand and O’Leary (Antigonish- 
Guysborough) —6. 


For the House of Commons: Messrs. Allmand, Basford (Joint Chairman), 
Code, Crossman, McCutcheon, McLelland, Saltsman and Smith.—8. 


In attendance: Dr. R. Warren James, Special Assistant; Mr. Marcel Joyal, 
Q.C., Associate Counsel; Mr. Jacques L’Heureux, C.A., Accountant; Mr. John J. 
Urie, Q.C., Counsel. 


The following were heard: 
Gerber Products of Canada Limited: 
Mr. C. G. Smith, Vice-President & General Manager. 
Mr. A. S. Peacey, Secretary-Treasurer. 
Mr. R. T. Holman, General Sales Manager. 
Mr. J. J. Merrett, Manufacturing Manager. 
Mr. A. Theobalds, General Merchandising Manager. 


At 5.15 p.m. the Committee adjourned until Thursday next, November 3, at 
9.30 a.m. 


Attest. 


John A. Hinds, 
Assistant Chief, 
Senate Committees Branch. 
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THE SENATE 


SPECIAL JOINT COMMITTEE OF THE SENATE AND HOUSE OF 
COMMONS ON CONSUMER CREDIT 


EVIDENCE 


OTTAWA, Tuesday, November 1, 1966. 


The Special Joint Committee of the Senate and House of Commons on 
Consumer Credit met this day at 9.30 a.m. 


Senator David A. Croll and Mr. Ron Basford, M.P., Co-Chairmen. 


Co-Chairman Senator CRoLL: Order. I see a quorum, gentlemen. Today 
we have with us the H. J. Heinz Co. of Canada Ltd. 


Mr. John A. Connell, Executive Vice-President, seated on my left, will be 
the spokesman and will introduce those who are with him. 


Mr. John A. Connell, Executive Vice-President, H. J. Heinz Co. of Canada 
Ltd.: Gentlemen, I would like to start off by introducing my colleagues who are 
with me today: Mr. J. R. Crerar, Vice-President, Manufacturing; Mr. P. E. 
Gervais, Vice-President, Marketing; Mr. R. G. Nelles, Vice-President, Finance, 
and Mr. T. D. Smyth, Vice-President, Services. 

Before getting into the brief proper, I would like to cover with you the 
notice from the committee, asking us to set out in detail what you wanted us to 
cover. I read from the brief as follows: 

On October 11, we received a letter from your Special Assistant, Dr. R. W. 
James, inviting us to attend this hearing and indicating your particular interest 
as follows: 

would be particularly interested in what price and cost trends have been 
in your Company, especially the recent changes in the field of infant 
foods. Figures provided by the Dominion Bureau of Statistics indicate 
there have been appreciable increases in the retail price of infant foods 
recently and as you no doubt know, this is exciting some comment from 
mothers and housewives. 


On October 24, which was last Monday, we received another letter from Dr. 
James enclosing ‘“‘a few notes for your assistance in preparing analyses for the 
committee”. These notes are set out in Appendix 1 and call for a considerably 
more detailed presentation than we first assumed would be required. 

This has needed a great deal of care and time in preparation and we would 
like to offer the committee our sincere apologies for our inability to complete 
and circulate this document in advance of today’s hearing. 

In the event, we were able to send up a special messenger to Ottawa 
yesterday and were able to give the required numbers of copies in English and 
French so that, undoubtedly, some of you have had an opportunity to read this 
brief in advance. 

This presentation will first cover the subject of baby food in considerable 
detail, since this appears to be your prime interest. The balance of the report 
will deal with corporate cost and price trends and other items of more general 
interest as set out in Appendix 1. 


(Editor’s Note: There is no Appendix 2 to this brief.) 
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On the subject of baby foods in general, and before getting into detail on 
baby food prices, I would like to advise you that the total baby food market is 
about 18 million dozen, of which the Heinz Company has about an 80 per cent 
share. There are approximately 527,000 babies of a baby food age in Canada, 
and each will eat in one year about 400 packages. This, therefore, will cost the 
mother, during the baby food period, approximately $70 per baby. This means, 
because each child eats about 400 packages, that a one-cent increase per 
package of baby food will cost the mother, during the baby food eating life of 
her child, $4 per annum. 


That is, a one-cent increase in the retail price will cost the mother $4. I am 
not implying that $4 is not important, but I am trying to put the thing in its 
proper perspective, before we start off on this subject. 

The Heinz Company supplies the grocery trade with approximately 15 
million dozen baby food each year. There are 160 different varieties. I would 
like to cover those varieties in more detail. Let us straightaway cut that figure 
in half, by reminding you that there are two baby food markets, the strained 
market and the junior food market. One is for very young babies and the other 
is for slightly older babies before they get round to eating part of the ordinary 
family meal. 


So half of this 160 is in strained foods. This is in turn split three ways. The 
bulk of 80 odd varieties is made up of standard strained foods, but there are, in 
addition, 10 varieties of high protein meats and 10 varieties of meat dinners. So 
that this strained food total of 81 is split as follows: 61 regular, 10 varieties of 
solid meat and 10 varieties of meat dinners. 


Likewise, junior foods are split three ways: 47 standard foods, six solid 
meats, eight meat dinners, seven juices, and 12 cereals. 


This total number of 160 is logical and fits the particular market needs 
right through the range. 


Until May 1965 all of these baby foods were packed in tins. Since that date, 
however, the Provinces of Ontario and Quebec, which account for 70 per cent of 
our turnover, have been supplied with baby foods packed in glass jars only. 
The remaining provinces accounting for 30 per cent of our turnover still have 
baby foods in tins only. 


I would like now to cover the comparative costs of glass and tin because I 
know that is a subject in which you are very interested, and we might as well 
get that in perspective before we go much further. At this point in our brief we 
show five separate cost headings with an additional cost per jar—over tins, that 
is. 


Additional Cost 


Cost Heading Per Jar 

$ 
Packaging ri san 162 asianldeas. eres. 10.enhioers .0154 
Direct. Labour BACTAGG # YEAGER SOReyT as. & L SSCA .0028 
Factory “Overheads & .dY.. pase. OF. SIV 8. B29. AW. .0012 
Preighnl PLY? AVS PRES Ss te 8 nee ees ee ee, .0009 
Transport G"Warelousitee vo. ak et ene tet ees 0011 


Lotal xtra. Cost per lar so mace wee ieee eee .0214 


These figures show an automatic addition to cost of approximately 2 cents 
per package in changing from tins to glass jars. 

The packaging item includes the glass jar, cap, label, glue and the printed 
corrugated cardboard case with special dividers to prevent breakage. Direct 
labour covers factory labour directly concerned with filling, capping, labelling, 
inspecting and packing the jars in their shipping cases. 
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Factory overhead covers all other items of factory cost other than direct 
labour. Freight, Transport and Warehousing are self-explanatory and the extra 
cost arises from the extra weight of glass packed baby foods. 


So much for the extra cost. As we have seen, it costs two cents extra to 
pack in glass jars rather than in tin. 


You might then well ask why we decided to change over from tin to glass. I 
would like to deal with that decision. 


In May 1965, the Heinz Company reluctantly decided to change from tins to 
glass jars in the provinces of Ontario and Quebec. For two years prior to this 
date, our competitor had been selling baby foods in jars only in these provinces. 
In actual fact it was nearer to three years than to two. 


During this time, the Heinz Company had hoped the price differential 
would prevent the market swinging to glass, for which consumers seemed to 
have a natural preference, assuming all other things were equal. This was not a 
vague hope on our part. We had in fact researched the subject and we had 
shown that where a mother was exposed to baby foods in tins only she was not 
willing to pay two cents extra, but where she was exposed to glass jars she was 
happy to do so and would not change back to tin. Despite this research, the 
Heinz Company felt it should delay the change-over in any way it could. I 
would at this stage like to show you a typical ad which we ran during that time 
dealing with this subject. You must remember that we were at that time in a 
competitive battle with those who were already selling in jars. This ad gives six 
important facts concerning cans and jars. The first one says that “Heinz 
steri-seal tins protect vitamins from light rays.’ The second says ‘Heinz 
steri-seal tins are tamper proof. Tampering fingers can’t break the hermetic seal 
of a Heinz steri-seal tin, even by accident.” Thirdly, ‘Heinz steri-seal tins are 
unbreakable.” Fourth, “Heinz Baby Foods in steri-seal tins cost less. You 
naturally want the best for your baby and Heinz Baby Foods in steri-seal tins 
not only bring you the best in baby foods, but they cost less.’”’ The fifth—‘‘Heinz 
steri-seal tins are safe—easy to open.” And the sixth—‘“Heinz steri-seal tins are 
safe for storing leftovers. After using part of a tin of Heinz Baby Food, just 
cover and keep the remainder in the refrigerator right in the tin. This ensures 
maximum freshness, because the Heinz steri-seal tins as well as the foods are 
completely sterilized during processing.” 

We did make during those years a serious endeavour to keep the market on 
cans. I have one little device here used in the stores which says “‘save on Heinz 
Baby Foods, Compare Quality, Price.” Thus we accented what we considered to 
be the important attributes of canned baby foods. 

Early in 1965, it became obvious that the market was swinging to glass and 
in May we reluctantly decided that further delay would seriously damage our 
ability to meet the new and developing trend, particularly among younger 
mothers. 

During this period I would like to tell you that the total market in tins 
went from 98 per cent in 1961 to 97 per cent in 1962 to 82 per cent in 1963 to 80 
per cent in 1964 and to 78 per cent in 1965. We decided at that stage to get in on 
the act, and the total market went over to glass except in areas outside of 
Ontario and Quebec. It is also important that I should tell you that we 
conducted a properly-conducted research program into this and we ascertained 
certain highlights. In this survey we found that the container was important. 
Only 4 per cent of those questioned mentioned the tin as an important reason 
for buying tin. The main reason for tin buyers liking the tin container is that it 
is sanitary not opened by force. They found that there was consumer concern 
about the tin not keeping food as well or as long because of the difficulty of 
closing the tin when it had been opened, and feeling that once it was opened 
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some deterioration takes place. The survey shows that the glass container is 
definitely preferred by the consumer when they were concerned with the storing 
feature when opened. It was also found that mothers thought that the glass jar 
kept the food better. It does not matter whether it does or not. They think it 
does. The only major disadvantage of the glass jar is that there is a breakage 
problem, obviously. 

It is not our intention to move into glass in the other provinces unless we 
are forced to do this by trade or competitive action, or by a clear desire by 
mothers for this type of package. 

I would like to read at this stage a section of the report on the American 
situation so far as this change-over was concerned: 

“The blank Company, at the time a relatively small factor in the 
Baby Food market, launched baby foods in glass. The two major 
companies in this particular market at the time decided to fight glass 
with tin. It was reasoned by these two companies that the price differen- 
tial should make the choice for tin a logical and safe one. 

“However, in spite of a differential that at times was as high as 3 
cents per unit, the mothers demonstrated their preference by purchasing 
glass in ever increasing quantities. 

“Tt became evident, as the glass package marched slowly westward, 
it was a losing proposition to continue to oppose such a strong consumer 
trend.” 


And in fact both major companies in the American market changed over to 
glass. 


It is also relevant to note that all baby foods in the United States are now 
packed in glass and in both the United Kingdom and Australia a substantial 
change-over to glass has already taken place and the best marketing brains are 
busily engaged with this difficult problem. It is also relevant to note that many 
other commodities—not baby foods—presently packed in jars could be packed 
more cheaply in tins. The consumer, however, will not have her jam or her 
ketchup or pickles in tins and any manufacturer who thinks otherwise will 
rapidly be disillusioned. 


So much then for our decision to change to glass in Ontario and Quebec. 


Let me go on to tell you about the effect of that decision on the price which 
the Heinz Company charged to the grocery trade. 


Immediately prior to the change-over to glass our net price to the trade for 
one dozen tins was $1.107. We introduced glass at a net price of $1.233 which 
was an increase of 12.6 cents per dozen or one cent per package. 


This price differential did not cover the natural cost differential already 
referred to and our profit declined accordingly. Our introductory price was set 
at the competitive level and we did not feel we could pass on to the trade the 
full cost increase and remain competitive. 


In this and other comparisons, net price to the trade is made up of Heinz 
list price less allowances for cash payment, volume incentive and co-operative 
advertising. In practice all goods are invoiced gross with cash discount deducted 
at time of payment. Co-operative advertising and volume incentives are paid by 
cheque. 

This last paragraph is the answer to one of the points you raised in 
Appendix 1. Our price of baby foods in jars was increased to its present level in 
April 1966, following uncontrollable cost increases under nearly every heading. 
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A comparison of our price and cost increases between the introductory date 
of May 1965 and the price increase date of April 1966 is shown below. 


Price Increase per Jar—April 1966 $ .006 
Cost Increase per Jar May ’65/Apr. ’66 


Caren erecient amass, sr. 6, abr kere, PEO, gete haneie: .0002 
PO) er CCAP Iori te yt. Ghia sac ee ea .0026 
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Here again the net effect has been that we have recovered in our price 
increase only part of the cost increase, the balance coming out of profit. 

As already stated, baby food in cans today accounts for only 30% of our 
turnover and because they have been in continuous supply over the period, we 
would like to compare the price and cost increases over the period 1960 right up 
to date. 

Price Increase per can 1966 vs. 1960 $ .009 
Cost Increase per can 1966 vs. 1960 
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Coy ac rave fie ee be AVES OM Sth OS ete eee ee oe (.0016) 
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Here again price increases over the period only partially recovers cost 
increases, the balance coming out of profit. 


The changeover to glass packed baby foods in Ontario and Quebec Prov- 
inces increased the net price to the trade by one cent per package. It also called 
for an increased Heinz fixed asset and inventory investment at a time when 
rising costs have not been recovered in price increases, thus substantially 
reducing our return on investment. 

At today’s net Trade prices, the differential between cans and glass is still 
only one cent per package. 


We believe we have today the most modern, highly efficient Baby Food 
plant in Canada, producing top quality products at the lowest possible price to 
the consumer. It will be our endeavour to keep it that way. 

That is all we have written into the brief on the subject of baby foods. 

Now I would like to cover various other subjects referred to in Appendix 
1, and refer more generally to corporate matters. 

I would like, first of all, to cover the Corporate status of the Heinz 
Company in Canada. H. J. Heinz Company of Canada Ltd. is a wholly owned 
subsidiary of the H. J. Heinz Company of Pittsburgh, Pennsylvania, U.S.A. It 
has no subsidiaries either in Canada or elsewhere and only normal trading 
relationships with any other commercial organization. 

In accordance with Heinz international policy, the Canadian company is 
entirely autonomous—and I really mean that—and is run by a management 
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board who, with one exception, are Canadians. The exception is myself, John A. 
Connell, a Scot, who joined our Board of Directors only about 8 weeks ago, 
after serving nearly 30 years with the Heinz Company in the United Kingdom. 


Heinz in Canada provides good steady employment for approximately 2,000 
Canadians all over the country. We are rightfully proud of our contribution to 
the prosperity of the country and particularly of the town of Leamington and 
the thriving farming community around. So much, then, for the corporate 
status. 


Now let me talk for a minute on the pricing policy, which is so important to 
your committee. 


Our livelihood depends on our ability to give the consumer the very best. 
value for money. We will not compromise on Heinz standards of quality and 
hygiene, and we do reserve the right to take action on prices which may be 
necessitated by long term—note, by long term—rising costs over which we have 
no control. This is a course we are extremely reluctant to follow, and the 
competitive nature of our markets is such that if we were to move prices 
without very good reasons common to all other processors, we would be leaving 
the door wide open for our competitors to take over our markets. 


We do not employ fixed or percentage mark-ups on our products, prefer- 
ring to concentrate on providing the best possible product at the lowest price, 
consistent with maintaining our competitive position and earning a fair return 
on our investment. 

Sales turnover, competitive strength and return on investment are all 
related to consumer demand at various price levels and it is our constant 
endeavour to optimise our long run position by selecting the best possible 
consumer price in the short run. 

If I might elaborate a little on that. Obviously, a lower price will give rise 
to a lower margin, but generally will generate a higher turnover. The higher 
turnover, in turn, will give us a stronger competitive position. So far as we are 
concerned, we endeavour to set the lowest price to yield the sort of return with 
which we can live. It is, to us, more important to protect our long term 
competitive position than squeeze out some extra little profit in the short run. 

One of the questions you set out in Appendix 1 is covered at the top of 
page 7. 

We have no problem in determining whether or not our sales prices are 
competitive, since competitive price lists are readily available to check the 
wholesale values and frequent reports from our sales personnel are able to 
satisfy us that we are also competitive on the shelf, taking into account all the 
factors involved. 

Another subject in which your committee is very interested is sales 
promotion, and I would like briefly to cover the policy of the Heinz Company in 
this regard. 

Our policy recognizes that such promotional schemes as consumer competi- 
tions, premiums, return label deals, cents off deals, etc., are legitimate activities 
which are part of modern grocery trade marketing in all the free countries of 
the world. 

We believe this is a subject on which generalization becomes meaningless. 
For example, an inexpensive return label or coupon deal to help launch and 
sample a new and attractive package to the consumer is serving a useful and 
desirable purpose. On the other hand, a coupon “war” between two well 
established brands serves no real purpose at all and gives the consumer the 


erroneous impression that huge profits must be available to make such price 
reductions possible. 
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Likewise, some extremely good quality premium items have been made 
available to consumers at prices well below the level they would normally have 
to pay, and generally, the requirement to include a number of labels with the 
premium money is far from onerous. On the other hand, again, some cheap 
useless article masquerading as a premium could justifiably cause consumer 
irritation. 


The Heinz Company’s policy on this general subject is simply to use 
intelligently the legitimate, recognized tools at its disposal to best carry out its 
marketing requirements. In recent years, we have used in some small measure 
all of the sales promotional aids referred to. 


We no longer use ‘cents off’ deals, it so happens, on our products since 
unless these are very carefully controlled, they can mislead the consumer and 
here again cause justifiable irritation. This device was last used by the Heinz 
Company over a year ago on a minor variety. 


I am not saying this could not be used quite intelligently by other people. It 
just so happens that it is our policy not to use it. 


Likewise on private labels, which subject has occupied your attention, and 
which is a subject in which you are very interested. The Heinz Company in 
Canada packs no private labels today and has never done so in the past. Our 
policy in this regard is entirely flexible and we shall continue to keep an open 
mind on the subject. In general terms, we do not believe it would ever be 
economically possible for us to involve ourselves in new investment to meet 
private label requirements for our type of products—and I underline the words 
“for our type of products”. On the other hand, it might conceivably be possible 
for a processor with spare capacity available to manufacture a private label 
product and sell this to the trade on a marginal price basis. 


This might enable such item to be sold by the trade at a price sufficiently 
low to make it an attractive private label item. Certainly we would never 
associate ourselves with a private label item of other than top quality. 


In considering the relative merits and demerits of private label and 
branded products, it seems to be important, quite apart from the deeper issues 
involved, that price comparisons are qualified by statements on product quality, 
producers net selling prices and retailers mark-up on these net prices over a 
reasonable period of a year. A simple comparison of retail prices at any one 
time is meaningless. 


The next subject in which we are interested concerns the standardization 
of container size. We agree that there is, today, a multiplicity of sizes of 
containers of certain food commodities on the retail market. The same applies in 
other markets to a mass of colours, shapes, sizes, patterns, finishes, etc., of 
nearly every household commodity, from motor cars to freezers. 


The purist would interpret this as confusing, inefficient and wasteful, but a 
free society will insist on a reasonable choice being available. 


The introduction of new sizes, in our experience, is taken on our own 
initiative to satisfy an identified market need. We do not believe that a size 
which is not selling will last on the shelves of the retailer today with his 
sophisticated turnover control, and certainly, we have no wish to complicate our 
manufacturing operation by introducing short production runs on new sizes 
which are not going to have a demand in the market place. 

So much for the general subjects. There now follows a series of items 
which are covered by appendices, the first of which is a list of fruit and 
vegetable price trends for which you specifically asked. If you turn to Appendix 
3 you will see that this covers the cost per ton delivered to us of some fruit and 
vegetable commodities over the years from 1960 to 1965. I think the figures are 
fairly well self explanatory. 
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At the top we can see that apples moved from $104.00 per ton delivered in 
1960, through various price fluctuations—because this is strictly a seasonal 
thing, the price being regulated by supply and demand—to the estimate for the 
current year of $96.00. 


Peaches, on the other hand, seem to have encountered a more consistent 
upward trend, moving from $106.00 in 1960 to $124.00 over the last two 
years. 


The price of pears fluctuated quite a lot, the record price of $180.00 being 
achieved in 1963. This year we estimate the price will be $144.00. 


Then, we see under the heading “Vegetables,” that the price of tomatoes, 
which is our chief crop, moved from $39.21 per ton delivered in 1960 upward. 
The general trend upward is evident to an estimated price in 1966 of $47.62. 


The price of cucumbers moved up from $72.00 in 1960 to $80.00 in the 
current year. Pea beans have increased from $146 in 1960 to $202 in 1966; 
carrots from $34.00 to $38.00 in the same period. The price of potatoes has moved 
from $58 in 1960 to $42, to $46, to $46, to $74, to $92, to $66 in the current year. 


This gives a rough idea of the sort of price trends with which we are 
having to cope in the food business today. 


Appendix 4 sets out the actual cost to Heinz of some of the major 
packaging items during the years 1960 to 1965 inclusive. We have also included 
again our estimate for the current year based on our experience so far. All of 
the figures in this case have been related to gross sales, at your request. I will 
mention that at breakfast this morning I was told that our glass price is up four 
percent as of December 1. That is the second price increase in the last year. 


The items mentioned in this appendix have been picked out to indicate to 
you the sort of packaging materials we are dealing with. 


The price of baby food tins and lids per thousand has moved upward from 
$19.28 in 1960 to $20.18 in 1966. The price of pickle caps, 12-ounce size per 
thousand, has moved from $12.08 in 1961 to $12.52 in 1966. The price of baby 
food cases per thousand has moved from $40.61 in 1960 to $41.93 in 1966. The 
price increase in respect of baby food labels has been $1.62 in 1960 to $1.74 in 
1966. The price of ketchup glass, 11-ounce size, per dozen, has moved from $0.36 
in 1960 to $0.41 in 1966, and then to whatever it is going to be after December 
‘1. The price of a thousand 10-ounce tins has increased from $20.61 in 1960 to 
$21.30 in 1966, and the price of 20-ounce litho tins has increased from $38.78 in 
1961 to $40.21 in 1966. 

Expressed as a percentage of total gross sales, packaging was 24.4 in 1960 
and it has gone up through 24.8, 23.6, 22.8, 23.9, to 25.0. 

Appendix 5 shows the year by year comparisons since 1949 of average 
dollars per hour earned by our male hourly paid labour. These figures show an 
average rate of $0.91 in 1949 rising to $2.42 in 1966. In addition to these hourly 
wage rates we are today paying a total of 54 cents for miscellaneous fringe 
benefits as compared to only 22 cents in 1955. 

Appendix 6 analyzes the corporate profit. Incidentally, we do not publish 
our accounts. That is not required by Canadian law, and they are not published 
at all, although obviously we file our returns with the income tax authorities. 

In this appendix we attempt to give you the information required by item 1 
of Appendix 1, and these groupings are, I assume, the most useful to you. Our 
profit in the last year has been substantially lower than in any other year 
shown, and we can see little likelihood of the profit in the present year being 
any better. 

This appendix shows, in fact, that our profit today is 2 per cent of our gross 


sales. At no time since 1960 has it ever exceeded 4.9 per cent, which was the 
peak reached in 1963. 
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You will see that our total sales dollar is broken down, gross sales being 
100 per cent. Miscellaneous allowances of one kind and another account for 6.4 
per cent in 1965 which gives us a net sales dollar of 93.6 per cent. Ingredient 
and packaging materials take 48.2 per cent; wages and salaries take 18.7 per 
cent—I am talking about this year, although the figures do not vary substantial- 
ly throughout the piece. All other items and costs total 22.3 per cent, and these 
include freight, factory operations including wages, warehousing operations 
including wages, selling operations including wages, marketing operations in- 
cluding wages, and all others. Income tax takes 2.4 per cent, leaving a profit to 
the business of 2 per cent. In passing I should say that our dividends are usually 
about 50 per cent, the balance being retained in the company. 


The next appendix, Appendix 7, deals with a subject in which I know you 
are very interested. It contains analyses of marketing costs. Indeed, it takes in 
an item which is not shown separately in Appendix 6, and breaks it down in 
detail. In other words, it shows the detail of the total marketing cost in the 
years 1960 to 1965 inclusive. 


Advertising has been consistently around 3 per cent. Merchandizing and 
promotion, particularly in the last three years, has been around 2.5 per cent. 
Total marketing in 1965 is 5.5 per cent as compared with 6 per cent in 1960. 


So far as the items included under “Advertising” and ‘“Merchandizing and 
Promotion” are concerned, I do not think too much comment is called for. 
“Advertising” is self explanatory, the various media being shown there. Direct 
mail is a service which we aim at new mothers to familiarize them with the 
baby food service that we have available for them. “Store Material” is self 
evident. “Samples” includes all of the samples used in the selling operation. 
“Redemptions” consist of the redemption of coupons and so forth, and then 
there are the miscellaneous items. I think that exhibit is fairly straightforward. 


Another item you have specially asked for is the breakout of our tomato 
juice costs. If you will identify Appendix 8, you will see this breaks out the 
sales dollar right down to income tax and profit, that is, all costs associated with 
tomato juice production. This perhaps really does not give you the answer you 
are looking for, and we have attempted to do this in our further analysis on 
page 10 of our presentation. Here we are taking a simpler approach. We can see 
that one ton of fresh tomatoes costs $42.35 and makes approximately 1,400 cans 
of 20-ounce tomato juice. The analysis on page 10 is as follows: 


Per 20 oz. can 
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Finally, ladies and gentlemen, the last item we will cover in this particular 
brief is the one you have asked for, which breaks down under principal cost 
headings ten typical Heinz varieties. That is identified as Appendix 9. We have 
Per Oar Wie top items A, b,CD  w, I. Gin, I and J. Under “A”, “Sales 
Allowances,” is shown cash discount of 2.0; co-op 1.3; deals, allowances and 
volume incentive 1.1. Under “Manufacturing,” ingredients 14.7; packaging 32.3; 
direct labour 3.9; factory overhead 8.3 and warehousing 3.2. Then freight 5.0; 
selling expense 8.9; marketing 6.2; administration 7.0; income tax 3.2; net 
profit 2.9. 
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The only item needing special comment is overhead. The allocation of 
variable overhead is on an actual basis and is accurate. In a multi-product 
operation such as ours, the apportionment of common fixed overhead is difficult, 
but the method we use is as nearly realistic as is practical. 

The freight item is related to the weight of product and is an actual cost. 

Selling is apportioned to products on an estimated basis with baby foods 
taking a large share of the total. This arises from the disproportionate amount 
of sales time taken up in filling up store shelves with baby foods. 

Marketing is an actual expense in each case, and administration which 
includes a wide range of “other” items including research and development is 
prorated to products on the basis of sales volume. 

That covers our brief in toto. I shall be happy to enlarge on any aspect of 
this, if you so desire. 

Co-Chairman Senator CROLL: While the members are doing a little 
thinking, I will ask Mr. Urie to clear up some of the corporate matters. 

Mr. Urie: On corporate matters, Mr. Chairman, I would like to investigate 
a little. Your Appendix 6, I imagine, will have to be related to Appendix 9. 
Pardon me if I seem to ask some questions which will be answered in your 
brief, but as you know, I just received it first thing this morning. I would like 
you first to explain what you mean by cash discount. 

Mr. CONNELL: Certainly. Cash discount is, you might say, a trade allowance. 
When we invoice one of our customers we invoice him with goods at gross and 
when he pays that invoice he is allowed to deduct a cash discount of 2 per cent. 

Mr. Scott (Danforth): Two per cent when? 

Mr. CONNELL: Ten days. 

Mr. Urie: That has nothing to do with payments you might as a processor 
make to the retailer for the purpose of getting your goods— 

Mr. CONNELL: Not at all. This is our standard trade practice. They are 
allowed a cash discount when they pay their cash. 

Mr. UrtE: What is the volume incentive? 

Mr. CONNELL: The volume incentive is an allowance which we make to the 
trade, which is geared to our total volume over a year; that is additional 
discount. 

Mr. URIE: With volume incentive and cash discounts, how are the amounts 
negotiated? Are they negotiated on the initiative of the Heinz company or on 
the initiative of the retailer, and do they vary from retailer to retailer? 

Mr. CONNELL: No, they are standard. First a flat cash discount of 2 per cent. 
So far as volume incentive is concerned this is something freely available to 
everyone at the same time, in accordance with Canadian law. 

Mr. UrRIE: So all your retailers—and I presume you deal directly with 
retailers? 

Mr. CONNELL: Generally we don’t, we deal with the bigger customers only. 
In other words, it is not economical to distribute right down to the individual 
stores. This is done by the wholesaler. 

Mr. UriE: What percentage of your total volume is through wholesalers, 
and what percentage direct to retailers? 


Mr. R. G. Neiles, Vice-President, Finance, H. J. Heinz Company of Canada 
Limited: I would say about 50 per cent of our volume goes directly to large 
customers and the other 50 per cent is distributed through wholesale outlets. 

Mr. URE: Do you have a list of your wholesale outlets with you? 
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Mr. CONNELL: No, we have not a list. 

Mr. URIE: Of your major customers? 

Mr. CONNELL: We don’t have a list of our customers with us. We can supply 
a list if it is required. 

Mr. URIE: Do you deal through food wholesalers? 

Mr. NELLEs: No, not food wholesalers. 

Mr. URIE: What about co-operative advertising. How does this operate? 

Mr. CONNELL: Again, this is something which is freely available to everyone 
in accordance with the Canadian law. We have certain ground rules which are 
set out in advance and well known by the grocery trade. 

Mr. URIE: What are those, please? 

Mr. CONNELL: Do we have a list with us? No, I do not think so. I do not 
think it is too relevant. 

Co-Chairman Senator CROLL: Witness, that does not answer the 
question. 

Mr. CONNELL: We can let you have them if you want them. 

Mr. URIE: There is quite a lot of information from the retailers we would 
like to correlate, and with respect, I think it is quite relevant. 

Mr. CONNELL: Al] right. 

Mr. URIE: Now I would like to know in dollars what you pay and to whom 
in the way of co-operative advertising, as well as in percentages. 

Mr. CONNELL: Fine. 

Mr. URIE: Now, I should like some information about deal allowances. 

Mr. NELLES: Deal allowances in the trade generally are expressed in terms 
either of a flat allowance off of the list price, say 50 cents a case off of a 
purchase in relation to the price. It can also be expressed in terms of free 
merchandise, such as one free case in the purchase of ten cases. 

Mr. UriE: Who negotiated this? Is it on the intitiative of the Heinz 
Company or on the initiative of the retailer? 

Mr. CONNELL: On the initiative of the Heinz Company. 

Mr. UrRiE: In other words, the retailers do not come to you or the 
wholesalers do not come to you and say, ““We will promote certain lines of your 
goods if you will provide for us certain deals’’? 

Mr. CONNELL: No, sir, they do not. We initiate this, and this is a fund we 
create at the beginning of the year. 

Mr. URIE: I will come back to that one in a minute. I have dealt with four 
items in the analysis of your costs. Now I come down to two further ones, lower 
in the chart, Appendix 6—selling operations and marketing operations. What 
are those? 

Mr. CONNELL: If you look at Appendix 7, you will find that the marketing 
figure in Appendix 7, covers completely the items in Appendix 6. It covers 
advertising, merchandizing and promotion, under the various headings to be 
found in Appendix 7. 

Mr. URIE: You mentioned a minute ago that one of the costs you had in 
respect of baby foods is the setting up of displays in retail stores. Is that an item 
of cost of whoever sets up the display? 

Mr. CONNELL: This is included under the selling heading. If I could help 
you, I would relate that selling operation in Appendix 6 to the selling item in 
Appendix 9. I think that helps to illustrate the point you have just made, the 
final one being a baby food item, all the others taking up less sales costs being 


non-baby food items. 
25077—2 


844 JOINT COMMITTEE 


Mr. UriE: Do your salesmen in fact set up displays in stores? 

Mr. CONNELL: Yes, they do, except in those areas where, because of union 
arrangements, this is not possible. 

Mr. URIE: Is this done because retailers demand it, or because you want to 
do it? 

Mr. CONNELL: This is done because we want to do it. 


Mr. UrRiIgE: What does the cost of this add to the ultimate cost to the 
customer? 


Mr. CoNNELL: It would be extremely small, it would not be measurable. 
That is to say, it would not be measurable in cents, it would be a fraction of a 
cent. 


Mr. URIE: But there is an element of cost involved? 
Mr. CONNELL: There is, certainly. 


Mr. Urie: Most of the displays, where you do not have salesmen to set them 
up, presumably are set up by the retailer himself? 


Mr. CoNNELL: He has that cost himself. It is a cost item carried by the 
Heinz Company or by the trade. 


Mr. UrRiE: Therefore there is an extra cost. What does it cost, including the 
cost of the aisle display or the end display? I am given to understand that if you 
have an aisle display in a supermarket chain store you have to pay the super- 
market chain for the purpose of putting that display in there. Where is the 
element of cost? 


Mr. CONNELL: That element of cost would be here in co-operative adver- 
tising or deal allowances. It would probably be in deal allowances. 


Mr. URIE: I do not understand how you determine where these things go. 


Mr. CONNELL: It is difficult, but generally speaking, any allowances we pay 
to the trade we have shown perhaps incorrectly—as a deduction from the gross 
sales. 


Mr. UriIE: These are so intertwined and I would like to know. In 1965, for 
example, your total cost for cash discounts, volume incentive, co-operative 
advertising and deal allowances, amounts to 6.4 per cent. Under selling opera- 
tions and marketing operations, you have said that you have salesmen costs, 
which must be included in there for setting us displays, aisle displays, and also 
something extra for end displays—is that right? 


Mr. CONNELL: Yes. 


Mr. UrRtIE: You also have coupon redemptions and so on. I would like to 
have all these items added together, to the 6.4 per cent, to find the total cost for 
promotion. After all, all this is promotion. Do you not agree, Mr. Connell? 


Mr. CONNELL: In broad terms, yes. 


Mr. URIE: So, in respect of this 6.4 per cent, it is a figure which is higher 
than that. Whether it is considerably higher or minutely higher, we do not 
know. Could we have that information? 


Mr. CONNELL: You could have that information. Certainly. 


Mr. URIE: Do you engage in distribution of samples in your stores, in your 
customer stores? 


Mr. CONNELL: Samples? We distribute coupons from time to time, do we 
not? 


Mr. NELLES: Usually samples are obtained by redeeming a coupon. Other- 


wise, we distribute coupons to people and when they produce the coupon they 
geta sample. 
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Mr. UriE: How much have you spent in the last five years in distributing 
coupons, and what is the percentage of redemption? 

Mr. CONNELL: It is extremely small. We could let you have the figure. 

Mr. URIE: Please do so. And the same for samples. 

Mr. CONNELL: We could let you have that as well. 

Mr. URIE: Do you have in-store demonstrations? 

Mr. CONNELL: No in-store demonstrations today at all. 

Mr. URiE: That is, at this time. Over a past period, 1960 to 1965, did you 
have any demonstrations? 

Mr. NELLES: I would not think so. 

Mr. URIE: What does the heading “All Others” in Appendix 6 mean, under 
“Marketing Operations’? 

Mr. CONNELL: This is not Marketing Operations. This is ‘“‘All Others’’. 

Mr. URIE: I said “under’’. 

Mr. CONNELL: Everything that is not referred to there. This will include 
administration, basically. This “administration” of course is a cost item in which 
all sorts of costs go which are not broken out here separately. I would not like 
to leave you with the impression that is purely administration where we have a 
lot of people behind desks. This is not the case. 

Mr. URIE: Does it have any element of distribution cost in it? 

Mr. CONNELL: None at all. 

Mr. URIE: I am going to read to you, Mr. Connell, if I may, a short 
paragraph from a book which came to my attention this weekend. It is by Mr. 
E. B. Weiss, published in 1964, called “Management and the Marketing Revo- 
lution”. On page 29, Mr. Weiss says this: 

Co-operation by manufacturers with retailers—especially with large 
retailers—has traditionally made a mockery of the word “co-operation”. 
Co-operation involves mutual give-and-take. But manufacturer-retailer 
co-operation has involved, almost exclusively, giving by the manufactur- 
er and taking by the retailer. 


He further states this: 
Over the last decade, major retailers— 

And this is in the United States— 
—received at least $50 billion—yes, $50 billion!—in direct, or indirect, 
subsidies from their suppliers. (The direct subsidies include co-operative 
advertising to the tune of, roughly, $2 billion a year. The indirect 
subsidies include, for example, functions performed by the suppliers’ 
salesmen that were formerly performed by the retailers themselves. The 
total cost of this indirect subsidy alone to manufacturers must run up to 
at least another $2 billion a year.) 


Now, Mr. Connell, I would like to have your comments on the applicability of 
those observations to the marketing function peformed by companies such as 
your own in Canada. 

Mr. CONNELL: First of all, we do not accept that this is a one-way business. 
As far as the Heinz Company is concerned, in the case of such allowances as we 
give, we expect performance and generally we get it. 

Mr. UrRIE: I come back to the question I asked several times earlier, on 
these various items. Are these services performed because you initiate the 
performance, or are they because the retailer demands them? 

Mr. CONNELL: They are there because we initiated them, and we do that 
entirely of our own volition. There is no question of the retailer coming and 
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saying to us: “If you want performance in a certain area, you will have to pay 
lisss 

Mr. URIE: Is that the case when you talk about aisle displays and end 
displays? 

Mr. CONNELL: These things we would initiate with them, on our initiative. 
We would never allow any one of our customers to dictate to us the terms on 
which we do business. 

Mr. URIE: Why do you feel that this type of promotion is necessary, since it 
adds some element of cost to the producer? When you, quite rightly, are proud 
of the quality of your own merchandise, do you think that the merchandise 
itself would not sell itself, particularly if the price were able to be lowered 
somewhat by dispensing with this type of promotion? 

Mr. CONNELL: That is a very good question. All other things being equal, if 
we were to have some sort of legislation which eliminated everything and put 
everything on one flat plane, fine! But in the competitive world in which we 
live—I think that earlier on I mentioned this—there are certain legitimate 
marketing tools, which all people operating in a market will use, and if they do 
not use these, they would not remain in the market. 

Co-Chairman Senator CROLL: Would you break there, Mr. Urie, and we 
can come back to you later on? 

Senator O'LEARY (Antigonish-Guysborough): On Mr. Urie’s questioning 
referring to Appendix 6, you have co-operative advertising there. Then you go 
to Appendix 7, where you have advertising. Does that advertising include any 
co-operative advertising? 

Mr. CONNELL: No, sir, it does not. 

Senator O’LEARY (Antigonish-Guysborough): Then perhaps Mr. Urie’s first 
question is answered, as to the total. To me it would appear that the total 
advertising and promotion would amount to the 6.4 on Appendix 6 and the 5.5 
on Appendix 7, for a total of 11.9? 

Mr. CONNELL: I am sorry, I could not follow that. 

Senator O’LEARY (Antigonish-Guysborough): You do not follow that? 

Co-Chairman Senator CROLL: He is adding the two. 


Senator O’LEARY (Antigonish-Guysborough): In the analysis of your cor- 
porate profit, you break down, on Appendix 6, the cash discounts, volume in- 
centives, co-operative advertising and deal allowances, at 6.4 per cent? 

Mr. CONNELL: Yes. 


Senator O’LEARY (Antigonish-Guysborough): On Appendix 7, you have 
5.5 per cent which does not include co-operative advertising, therefore it is all 
separate items. Therefore the total is 11.9 per cent? 

Mr. CONNELL: Right. 


Mr. URIE: May I ask one question, senator, arising out of that? I am glad 
you called my attention to that point. I had not got around to seeing all these 
charts. In appendix 9, I take it that the percentages which you have shown on 
Appendix 6 for sales allowances, cash discounts, etcetera, is an average figure, 
in view of the figures which you show in Appendix 9, which vary from 1.1 to 
14.5, for those items marked A, B, etcetera. 

Mr. CONNELL: Absolutely. 

Mr. URIE: Is that right? 

Mr. CONNELL: Absolutely. 


Mr. URIE: Why would it be 14.5? 
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Mr. CONNELL: Well, it depends upon the product. Frankly some products 
require more allowances to get them off the ground than others. It depends on 
the life cycle of a product. Sometimes you have to start off by spending more 
money in a product’s early days and so forth. 


Mr. URIE: Would you be able to properly analyse Appendix 9 for us? Can 
you tell us what letters A, B, C, D, etcetera, stand for? 

Mr. CONNELL: These represent 10 of our varieties which we can name, if 
you wish. 

Co-Chairman Senator CROLL: Well, you named A. 

Mr. CONNELL: Column A is a variety of baby foods; B is a variety of 
ketchup; C is a variety of soup; D is a variety of vinegar; E is a variety of 
spaghetti; F is a variety of beans. 

Mr. URIE: Do you mean baked beans? 

Mr. CONNELL: Yes. I thought everyone knew about baked beans. Column G 
is beef stew; H is sweet mixed pickles; I is a soup mix; and J is a mustard. 

Mr. URIE: Well, the soup mix is the one which is marked 14.5. 

Mr. CONNELL: That is right. 

Mr. URIE: Why is that so high, sir? 

Mr. CONNELL: We felt that it was necessary to spend a disproportionate 
amount of money on sales for that particular product. This is a figure which we 
control ourselves. We spend dollars in order to achieve certain volume targets 
and so forth. Mainly, this is effective as a form of price reduction. It is not 
strictly an item of cost. 

Mr. URIE: How do you mean? 

Mr. CONNELL: It is deducted from the price by the trade and is passed on to 
the consumer. These are not cost items. 

Mr. URIE: Are you certain that these costs are passed on to the consumer? 

Mr. CONNELL: I cannot be certain of that. In fact, it is impossible for the 
manufacturer to be certain of a thing like this without doing a certain amount 
of detailed statistical analysis of retail prices, but, certainly, in our experience, 
knowing the trade as we do, I would say that we could fairly sum this up by 
saying that by and large these are passed on to the consumers, and it is an 
element of price reduction rather than of cost. And I would like to bring this 
point back to the senator here. 

Co-Chairman Senator CROLL: Yes. Senator O’Leary. 

Senator O’LEARY (Antigonish-Guysborough): Thank you. You did not go 
into the glass baby food business until May of 1965. 

Mr. CONNELL: Right. 

Senator O’LEARY (Antigonish-Guysborough): And that accounts for 70 per 
cent of your total baby food business now? 

Mr. CONNELL: Today, right. 

Senator O’LEARY (Antigonish-Guysborough): Now, on appendix 4, and I 
will select one glass item, namely, your ketchup glass bottle, I note that in the 
years 1961 through 1965 your percentage costs have been very consistent on 
that glass cost. 

Mr. CONNELL: Yes, sir. 

Senator O’LEARY (Antigonish-Guysborough): Was there an increasing ac- 
tual dollar cost in the glass or was it your sales volume that kept this .39 figure 
pretty consistent? What do you think? 
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Mr. CONNELL: No, these are actual dollar prices of glass. In other words, 
this ketchup glass is a price per dozen which we pay to the glass supplier. It has 
nothing to do with volume as such. 

Senator O’LEARY (Antigonish-Guysborough): Now, your experience in the 
baby food glass market has been only since May of 1965. 

Mr. CONNELL: Yes. 

Senator O’LEARY (Antigonish-Guysborough): We notice that it is .41 as 
compared with .39 on the ketchup glass. Is this the same type of glass that you 
are using here? 

Mr. CONNELL: No, it is entirely different. 

Senator O’LEARY (Antigonish-Guysborough): It is entirely different. It is a 
different type of glass? 

Mr. CONNELL: It is a different type of glass, a different shape and a different 
weight. 

Senator O’LEARY (Antigonish-Guysborough): I realize that there is a 
different shape and weight involved, but the point I am making is that you are 
emphasizing in your brief here the increased costs of your baby foods due to 
glass. 

Mr. CONNELL: Yes. 

Senator O’LEARY (Antigonish-Guysborough): I noticed quite an increase in 
the cost of tins since 1960. There has been a consistent increase in tins, but glass 
is continuing to increase that much more, is it? 

Mr. CONNELL: As far as tins are concerned, there is in fact a reduction of 
packaging costs, as you will see on the top of page 5. 


Senator O’LEARY (Antigonish-Guysborough): I see, but I am looking at 
Appendix 4 and I notice that in the last year there is an increase of 90 cents per 
thousand. 


Mr. CONNELL: This packaging thing includes the whole packaged article, the 
label, the case and everything else. 


Senator O’LEARY (Antigonish-Guysborough): I understand that. The glass 
price increase that you just referred to, or that you heard about this morning, 
the 4 per cent increase coming in December of this year— 


Mr. CONNELL: Yes? 


Senator O’LEARY (Antigonish-Guysborough): This is the second increase 
for the year, as you noted yourself. What was the previous increase? 


Mr. CONNELL: Four per cent. 


Senator O’LEARY (Antigonish-Guysborough): Four per cent. That gives a 
total of 8 per cent so far, then, before the end of 1966. 


Co-Chairman Senator CROLL: Senator O’Leary, do you mind if I ask one 
question here? Speaking of baby foods, would you mind commenting on this? 
Baby food is one of the items that D.B.S. includes in its basket. 


Mr. CONNELL: Yes. 


Co-Chairman Senator CroLL: Whereas it was at 130.2 in 1960, 130.1 in 
1961, 130.7 in 1962, 134.8 in 1963, 133.7 in 1964, 138.2 in 1965 and 155.4 in 
August of 1966. The only comment I have on these figures that I got from D.B.S. 
is that they have skyrocketed. From 1965 to the present time baby food has 
gone up 22 points on the index. How do you explain that? 


Mr. CONNELL: Well, this index is a retail index, as I understand it, and, 
frankly, I am not in a position to talk in terms of retail prices. I have covered 
here at your request the extra cost to the Heinz Company and the price which 
the Heinz Company has charged the trade over these years. 
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I am afraid that the way to reconcile this with the D.B.S. index must surely 
be to take it up from there with the grocery trade. I do not feel that we are 
really qualified to comment on the prices which the retailer charges the 
consumer. 


Mr. OLson: Mr. Chairman, I have a supplementary question. Whether you 
feel that you are in a position to comment or not, do you have a list or do you 
know what the retailers sell your baby foods for? 


Mr. CONNELL: We have from time to time an idea, but it can only be an 
idea. This is a very difficult subject. It is quite wrong—and I am quite sure that 
the D.B.S. people would confirm what I am saying—it would be quite wrong for 
me to give some sort of judgment on retail prices without the sort of detailed 
statistical analysis which they find it necessary to do themselves. 

Mr. OLSON: But you have reports from your salesman, I think, from time to 
time. 

Mr. CONNELL: That is true, but they do not set the price. The trade sets the 
price. 

Mr. OLson: The present price tag goes on. I am not saying they set it. 


Mr. CONNELL: Perfectly true. They have, from time to time, ideas in 
individual stores of what those prices are, but to give you the proper answer to 
this—surely must be the average price over a long period of time—would be 
difficult. One price one day in one store would be meaningless. 


Mr. OLSON: Mr. Chairman, I won’t persist. I will discuss this later. 


Co-Chairman Senator CRoLL: Just for your information, the figures we 
worked out are that, taking a mother with two children on baby food, as a 
result of this increase, it would cost the mother almost $40 a year. Between $40 
and $45 a year extra. It is not the $4 figure which was indicated as your cost. 


All right, Senator O’Leary. 


Senator O’LEARY (Antigonish-Guysborough): On your corporate prices and 
policy, you stated that you were very well satisfied that you are competitive on 
the shelf. 


Mr. CONNELL: Yes. 


Senator O’LEARY (Antigonish-Guysborough): It is my experience, and I 
think your experience too, that you realize that you do process some items 
which are higher priced on the shelf. I am not speaking of baby foods. I think of 
a couple of your items which, incidentally I have a distinct preference for, and 
perhaps for this reason there is some secret that you guard very jealously there 
with respect to the formulae that go into these products, because I do not think, 
to my knowledge, that anyone else has been able to come up with them. 


Mr. CONNELL: I agree. 


Senator O’LEARY (Antigonish-Guysborough): But you will agree that these 
products do not compare in price. However, you have something else to 
compensate for that. 


Mr. CONNELL: Precisely. It is for this reason that I quote in this particular 
paragraph, “taking into account all factors involved.” In other words, we are 
competitive on the shelves, but that does not necessarily mean in price only. 


Senator O’LEARY (Antigonish-Guysborough): One final question—on page 
8 where you deal with the standardization of container sizes, in the last 
paragraph you state: “The introduction of new sizes, in our experience, is taken 
on our own initiative to satisfy an identified market need.’ Where do you 
determine this market need which you identify? From what source? 


Mr. CONNELL: This comes from all sorts of sources, first of all the basic 
thinking processes, but I think it is better to talk in terms of examples. For 
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example, if there were only a 10-ounce condensed soup on the market it would, 
when reconstituted, make available to any consumer opening a ‘tin 20 ounces of 
soup. Now that is fine for people who have a big family. If you have four in a 
family you can serve them five ounces of soup each. But if there were no other 
sizes available on the market, I would say on the straight basis of logic this 
would not be satisfactory. Take, for example, the case of the old lady living 
alone. If this were the only size available it would be useless to her. 


Senator O’LEARY (Antigonish-Guysborough): Let us take for example pork 
and beans or beans in tomato sauce. You have various sizes, 28, 20, 15, and the 
little one is 10, is it? 

Mr. CONNELL: Eight ounce. 


Senator O’LEARY (Antigonish-Guysborough): Who initiated the first eight- 
ounce tin of pork and beans or beans in tomato sauce? 


Mr. CONNELL: I would say the Heinz Company did. 
Senator O’LEARY (Antigonish-Guysborough): I would think so. 
Co-Chairman Senator CROLL: Mr. Allmand. 


Mr. ALLMAND: Mr. Connell, at page 8 near the bottom you say ‘“‘The purist 
will interpret this as confusing, inefficient and wasteful, but a free society will 
insist on a reasonable choice being available.” In making that statement you 
don’t seem to deny that the things you mention above are confusing, inefficient 
or wasteful, but you imply there are advantages outweighing these things and 
these are the advantages of a free society. It could be there is a segment of 
society that does demand a large amount of choice in food products, sizes and 
colours, etc. Perhaps this is the greater percentage, but there is another 
percentage—and there have been studies in the United States and Canada 
showing there is a lot of poverty—and it seems to me it is the duty of 
government to protect insofar as it can the uninformed, the weak and the 
handicapped. These people need food too, and good food. They want the simple 
packages and at a good price because they spend a much larger percentage of 
their income on food than do people who are better off. Would your company 
object to government legislation in the area of packaging—let us say so far as 
labelling, packaging and restricting sizes and so on are concerned? If we have to 
try to protect the people we have to try to do something to keep food prices 
down, not for the wealthier segment, but for the smaller guy. In the United 
States they have passed a law. 


Mr. CONNELL: I would say the Heinz Company and I personally would 
object very much to any form of government control in this area. I do not think 
the multiplicity of sizes referred to reacts in any way against any segment of 
the country. I think the various sizes offer a better per-ounce buy and I do not 
think the fact you have three or four sizes makes any difference ‘to the social 
standing one has or the price one wants to pay. Let us suppose you had one 
certain item made by the state and marketed by the state and you had only the 
one colour, black, I think the poorer section of the community would get a 
worse deal than they get today. 


Mr. ALLMAND: Some housewives have communicated with me as I am sure 
they have done with other members of the committee, and have stated that they 
used to be able to buy the raw materials and make these things themselves. I 
realize, of course, that most have responded to the provision of convenience 
foods. One woman told me last night that she used to be able to buy prunes and 
potatoes and flour in large sacks. Now she goes to the stores and supermarkets 
and she cannot get these things because everything is in a fancy package and is 
done up in different packages and different sizes and so on. She really has no 
choice in the matter and has to take what she can get unless she goes out to the 
country to get these basic things. It seems to me that the food producer has to 
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co-operate with the government to provide foods for these people, and if they 
do not, we have to take the initiative. 

Mr. CONNELL: Talking about the Heinz Company products, I don’t think we 
come into this category. 

Mr. ALLMAND: Well, in one part of your brief you speak about cars. You 
say there is a wide variety—there is a cheaper car as well as the Cadillac. Do 
you put out, without putting out an inferior product, but do you put out a 
cheaper food and more expensive food? 

Mr. CONNELL: No, we could not. The multiplicity of products would simply 
add to the cost. The result is that this would be false economy of the worst 
possible kind. 

Co-Chairman Senator CROLL: Are you aware of the most recent enactments 
in respect of the cheese industry and what the Government has done? 

Mr. CONNELL: No. 

Co-Chairman Senator CROLL: You should be. There was a great deal of 
confusion in the cheese industry, and they passed some legislation regulating 
the sizes and how it was to be presented. It seems to me all the cheese people 
and the consumers are hailing it as the best thing that has been done. 

Mr. CONNELL: There are government regulations as to standard sizes of 
cans and the Heinz Company complies with those. I think in the Heinz Company 
and in the goods we market we have the right sort of range of sizes to meet 
identified needs in each of the markets in which we operate. 


Mr. ALLMAND: At page 2 you make the statement that you put out 160 
different varieties, and say that you have 15 million dozen baby foods each year. 
I am interested in the trend in the purchase of baby foods. In 1946, for example, 
20 years ago, how many types of baby foods would you have put on the market 
and how many types of varieties? It seems to me there is an increasing trend in 
young mothers to buy these baby foods. Can you substantiate that? What would 
be the figures in 1946 and in 1956 as compared with today? 

Mr. CONNELL: I do not have the figures here today, but you can rest assured 
that what you say is perfectly true. The demand for these products was 
considerably less per capita that it is today. It is on the increase. Unfortunately 
the birth rate in the meantime is going down. 

Mr. ALLMAND: In Appendix 6, in your last column which deals with profits, 
there is a very surprising drop in 1965 from 4.7 per cent in 1964 to 2.0 per cent 
in 1965. Could you give us the figures in dollars that this 2 per cent represents? 
I am wondering whether in fact although your percentage of profits went down 
whether the total profits in dollars went up. 

Mr. CONNELL: In 1965 they were $1,215,000. In 1964, the year before, they 
were $2,751,000. 

Mr. ALLMAND: Did your volume go down? 

Mr. CONNELL: Our volume in this period went up. 

Mr. ALLMAND: Then, could you attribute this to cost? 

Mr. CONNELL: And certain non-recurring expenses associated with the 
changeover from tin to glass containers. 

Mr. ALLMAND: What is your estimate for 1966? 

Mr. CONNELL: We do not expect any significant improvement this present 
year. 

Mr. ALLMAND: That is all for now, Mr. Chairman. 

Co-Chairman Senator CROLL: Mr. Olson? 
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Mr. Ouson: Mr. Chairman, I would like to turn your attention to page 6 of 
the statement under the heading, ‘‘Corporate-Pricing Policy,” and in the second 
paragraph you say that: 

We do not employ fixed or percentage mark-ups on our products, 
preferring to concentrate on providing the best possible product at the 
lowest price, consistent with maintaining our competitive position and 
earning a fair return on our investment. 


I am interested in the statement that you concentrate on providing the best 
possible product at the lowest price. Do you, at the beginning of the year, when 
you set your pricing policy, in as much as you do not use a constant or fixed 
percentage of mark-up—lI presume you set a target of return on investment you 
require, and then try to anticipate or predetermine all of your other costs; and 
on that basis you set the price, your selling price for the products? 


Mr. CONNELL: No, it does not really work that way. We are a multi-product 
company. We do not take a look at the required profit and decide a product is 
going to sell for X, Y or Z. Indeed, if we tried to do this, we would be out of 
business before very long. As I say, we are a multi-product company. We have 
a baby food market, and you have to consider all the factors associated with the 
baby food market, principally the competitive situation. We do not sit around 
trying to decide what price we will charge. The price of baby foods between 
1960 and 1964 was constant, no change at all. In 1965 came the first increase 
over those five years. So, we consider all the relevant factors associated with 
individual markets, and put the individual products together, and the result 
forms a corporate total. 


Mr. OLsSon: I can understand and appreciate that, but I am wondering 
about this phrase, “the lowest price,” and you say you have to take into 
consideration all the competitive factors. I can understand that. 


Mr. CONNELL: Sure. 


Mr. OLSON: Very much so. It seems to me rather than the lowest price, 
taking into consideration all of the competitive factors, what you are actually 
saying is that you try for the highest price, considering the competitive position. 

Mr. CONNELL: No, on the contrary, we take the lowest price, because our 
type of business is the sort of business which thrives on the lowest price. The 
best possible price to the consumer, the best possible value for money, gives rise 
to the best possible demand curve. 


Mr. OLson: How do you decide, for example, you are going to sell, let us 
say, ketchup at whatever the mark-up happens to be? Let us assume it is 10 per 
cent. You decide baby food is going for 8 per cent. Is this simply because of 
what you have seen your competitors doing, or do you not initiate any of these 
price patterns yourself? 


Mr. CONNELL: We put together the various cost items making up the total 
profit and loss, shall I say, on the baby food group of products. Involved in that 
there are all sorts of items, including packaging, ingredients, marketing, and so 
forth. This gives us the resulting profit based on current price. We cannot think 
in terms of increasing any of these prices in a vacuum, because we know our 
competitors will not follow. If our costs have gone up—and these costs are 
common to our competitors, and we know that—and our profit has gone down 
to a point where we cannot any more live with it, we would not hesitate to put 
our price up. 


Mr. OLSON: I am trying to get at whether your company—which is one of 
the largest ones— 
Mr. CONNELL: Yes. 


Mr. OLSON: Do you lead in the setting of prices, or follow your competition 
all the time? 


CONSUMER CREDIT 853 


Mr. CONNELL: We do not follow our competition, generally speaking. Again, 
you cannot generalize on this. You have to talk in terms of individual markets. 
In baby foods we are the market leaders, but it is not a question of leading or 
following, because we have 80 per cent of the market. Our competitor is sitting 
over there and he would love us to put the price up at a time when our costs 
did not justify this, because he is sitting there waiting for us to do that and 
would take away our market over night. 

Mr. OLson: I realize that, and I am interested in talking with you about the 
setting of this price, because every witness who has appeared before us so far 
keeps bringing up the same point that you have brought up, that “We sell our 
products at the lowest possible price consistent with the competitive position”’ 
and so on, “and earn a fair rate of return on our investment.” 

Mr. CONNELL: Yes. . 


Mr. OLSON: Someone has to set the trend. If there is going to be a price 
movement, for the other people to follow the competitive position or to meet 
this competition, someone has to lead. You have 80 per cent of the baby food 
market? 

Mr. CONNELL: Yes. 

Mr. OLSON: I presume you are the leaders in this? 

Mr. CONNELL: Yes, and when the point iis reached where we are not getting 
an adequate return, we would not hesitate to increase our price provided these 
are, in fact, recurring long-term cost trends which we know our competition 
would follow. Then we would not hesitate to put our price up. 

Mr. OLSON: Statistics coming from the D.B.S. indicate that baby foods went 
up some 22 points—I am not quite sure, is that in the last year, from 1965 to 
1966? 

Co-Chairman Senator CROLL: Yes, that is right. 

Mr. OLSON: Were you the first to move these prices up so that there was a 
final result of an increase of 22 points in the index? 

Mr. CONNELL: I suppose we must have been. Certainly—I am trying to 
think of this. I suppose the first item that caused this movement would have 
been the changeover from cans to glass. That automatically would have put up 
the price to the consumer. 

Mr. OLson: That is about 2 cents, as far as you were concerned? 

Mr. CONNELL: One cent so far as the trade is concerned. Two cents in actual 
cost. We absorbed a cent and passed a cent on to the trade. 

Mr. Otson: Surely, you know what the retailers are selling your products 
for? 

Mr. CONNELL: No, I do not. I do not really feel it is fair to question me on 
this, because I cannot give you an ‘accurate answer on this. You have seen all 
the chains, and so forth, and I am sure they have given you all the detail on 
retail prices that they are much better qualified to give you than I am. 

Mr. OLson: You do not know what happens to the price of your products on 
the retailers’ shelves? 

Mr. CONNELL: Yes, we have an impression, and we know jolly well that in 
this store it went up one cent, or in that one it did not, or in that one it went up 
after three months; but the sum total of all this is beyond us. 

Mr. OLson: When you changed the price when you packed in glass—I am 
looking for your reference—your price on baby food went up, I believe it was 
12.6 cents per dozen. 

Mr. CONNELL: In glass? 

Mr. OLSON: Yes. 
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Mr. CONNELL: Yes, page 3. 

Mr. OLson: Was there more than a one-cent increase per unit on these in 
the retail stores? 

Mr. CONNELL: I should not think so, for a minute. 

Mr. OLSON: You do not think so? 

Mr. CONNELL: No. 

Mr. OLSON: Without being specific, approximately how much do retailers, 
say, sell products at for which they pay $1.233 a dozen? 

Mr. CONNELL: In round figures I have in front of me, for example, 
4-3/4-ounce jars of strained food, four for 55 cents. And that is a typical price 
which is quoted, but you cannot possibly say that is the average for the country 
all the time. It is a typical price today in a certain store or a certain group of 
stores. 

Mr. OLson: Four for 55 cents? 

Mr. CONNELL: Yes. 

Mr. OLSon: Thirteen—whatever it is—each? 

Mr. CONNELL: 13.75 cents each. 

Mr. OLson: This is their selling price on a product that they paid you a net 
price of $1.233 per dozen? 

Mr. CONNELL: That is right, I think. 

Mr. Ouson: At the bottom of page 3, Mr. Connell. 

Mr. CONNELL: Yes, this was the charge immediately after the changeover. 
In actual fact, if you refer to page 4, the present price in jars is above that 
because of the cost increases set out there, but that was the cost immediately 
after we changed over from tin to glass. 

Mr. OLSoNn: What did you sell these same products for in 1965? 

Mr. CONNELL: In 1965, of course, we were not selling the jar at all—not 
until May. We started to sell it in May for the first time. 

Mr. Ouson: The same product in tins was $1.107. 

Mr. CONNELL: The price on the shelf to the consumer was less than—there 
is a 2-cent differential today. 

Mr. OLSON: Do you think that the DBS figure of an increase of 22 points is 
accurate, or is there something wrong with the sampling? 

Mr. CONNELL: I do not feel qualified to answer that. I am quite sure it is an 
intelligently compiled panel, and that the figures are accurate so far as they go. 
But, in respect of the relationship between those figures and what we are 
talking about now—that is, the actual index movement—I just have no 
information at all. What do these mean? 

Mr. OLSON: They mean that it has moved up 22 points on the basis of 100 in 
1949. 

Mr. CONNELL: What does that mean in cents per package? 


Mr. OLSON: Well, I am not exactly sure, except that it has moved from 132 
or 133 in 1965 up to 155, I understand, in 1966, using again the basis of 100 in 
1949. 


Mr. CONNELL: It is a very difficult thing to understand. I read very 
carefully the record of the session this committee had with DBS, and obviously 
it is extremely complicated to try to relate these numbers to cents on the shelf. 

Co-Chairman Senator Crouu: I have here the consumer price index for 
October dealing with food. It is 135.9 in 1965, and that is when your figure was 
138.2. Well, let us take 1964; you are 132, and it is now 148. That is the general 
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rise in food. That is 16 points, is it not, and yours is 22. You outran the general 
food market by some points. 

Mr. CONNELL: Yes, but the relationship between those figures and actual 
cents is what is foxing me. 

Co-Chairman Senator CRo.LL: It is foxing the consumer too. 

Mr. OLson: When you are selling the same product—we have not identified 
the product because, I suppose, it covers a wide range of baby foods—at $1.10 
per dozen, what were the retailers selling it for then, on an average? You gave 
us a figure of $1.37, I think as the price that was used when the retailer paid a 
net price of $1.23 per dozen. What were they selling your baby food for when 
they paid $1.10 a dozen? 

Mr. CONNELL: That would be around about the beginning of 1965. That is a 
tin packed product? 

Mr. OLSON: Yes. 

Mr. CONNELL: It is what we call a 5-ounce tin. I am sorry, but I cannot tell 
you. I have not got that information. 

Mr. OLSON: Now, Mr. Chairman, I would like to move to another subject. 

I refer you to page 8, respecting corporate and private brands. You say that 
Heinz packs no private labels, but that your policy in this regard is entirely 
flexible. I wonder, Mr. Connell, if you could pack a very large order of baby 
food with a brand on it other than your own, and sell it to the trade at a lower 
price than that at which you are selling it now, when you include all the 
national promotion of the name “Heinz”. I am referring to a product of the 
same quality. Suppose you had an order for 100,000 dozen—a very large 
order—could you pack this and deliver it, and make money on it? 

Mr. CONNELL: If we had the spare capacity to do it then we could obviously 
do it on a marginal price basis. In other words, there would not be any 
added-on cost. Obviously, this would be a straight reduction from our own 
sales, because babies are not going to suddenly start eating a larger amount of 
baby food. Our own sales would fall off, and our marginal cost would no longer 
apply, and we would have to go back to our full costing. 

Mr. OLSon: Have you never had an offer for a private brand of baby food? 

Mr. CONNELL: Not that I am familiar with. 

Mr. OLson: That is interesting. That is all for the moment. 

Mr. McCuTcHEon: I would like you to refer back, Mr. Connell. I did not 
catch the figures you gave us for profits. I jotted down the figure of $1,215,000 
and $2,751,000. Would you be good enough to give me the years for those 
figures? 

Mr. CONNELL: The figure of $1,215,000 is in the right hand column under 
1965 of Appendix 6. The other figure of $2,751,000 was for the year before. 

Co-Chairman Senator CROLL: Would you give us the figures for the balance 
of those years? 

Mr. CONNELL: Going back to 1960, it was $1,662,000; 1961 was $2,088,000; 
1962 was $2,237,000; 1963 was $2,703,000; 1964 was $2,751,000; and 1965 was 
$1,215,000. 

Mr. McCutcHrEon: I understand that tomatoes to your firm and other 
canning firms are bought on contracts each year negotiated through the Ontario 
farm marketing legislation. 

Mr. CONNELL: That is true. 

Mr. McCutTcHEon: What was the contract price with the producers in 1965 
for tomato tonnage? 
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Mr. CoNNELL: If you do not mind I will refer this question to Mr. Crerar, 
who is much more competent to deal with this than I am. 


Mr. CreERAR: It was $45 a ton for number ones—that is No. 1 grade on 
government inspection. 


Mr. McCutTcHEon: What was that again? 

Mr. CRERAR: $45 per ton. This is in 1965. 

Mr. McCutTcHeEon: In 1965? 

Mr. CRERAR: Yes. The No. 2 price was $29; we buy tomatoes in two grades. 


Mr. McCutTcHEoN: Yes. Would you tell me what was the contract price in 
1966— that is, for this crop year? 


Mr. CRERAR: No. 1 grade was $48.95 per ton. 

Mr. McCutcHeEon: And the No. 2? 

Mr. CRERAR: $32.95. 

Mr. McCuTcHEON: Both of them are up about $3? 

Mr. CRERAR: Yes, $3.95. 

Mr. McCurTcHEON: Well, then, is your tomato run concluded? 

Mr. CRERAR: Yes, Sir. 

Mr. McCutcHEon: You have an estimate here of $47.62 a ton. 

Mr. CRERAR: Yes, because we were running around 80 per cent of number 


Mr. McCutTcHEON: What was your pack this year? Is it up? 

Mr. CRERAR: No, we had a bad harvest. 

Mr. McCutTcHEON: How much are you off? 

Mr. CRERAR: We are off 40 to 50 per cent of what we had hoped to get. 

Mr. McCutTcHEON: Would you please tell us what your largest single selling 
item is? 

Mr. CONNELL: Baby foods. 


Mr. McCuTcHEON: What percentage of your gross sales would be in tomato 
products? 


Mr. CONNELL: Could we come back to that? We will have it calculated. 


Mr. McCutTcHEon: Yes. I have two or three other points I should like to 
check with you, if I may. The ingredients in your soup amount to 29.8 per cent? 


Mr. CONNELL: Yes. 


Mr. McCutTcHEon: In beef stew, 29.7 per cent; pickles, 41.7 per cent; and 
ketchup, 27.4 per cent. Now, according to the other table which you give us on 
page 10—we are talking about fresh tomatoes here, and it would appear that 
they would have only about 22 percent of the ingredient. 


Mr. CONNELL: Yes, it could be. 
Mr. McCutTcHEon: Am I correct? 


Mr. CONNELL: Yes, it could be. Wait a minute; have we not got that 
analyzed? The tomato juice is analyzed in Appendix 8, and it shows 19.7 for 
ingredients. 


Mr. McCutTcHEon: This, of course, is juice, is it not? 

Mr. CONNELL: That is right. 

Mr. McCutcuHeEon: I was thinking more of the canned tomatoes. 
Mr. CONNELL: Canned whole tomatoes? 

Mr. McCUTCHEON: Yes. 


Mr. CONNELL: We do not do this. We do not do this at all. I have the answer 


to your previous question. Total tomato products take 31.8 per cent of our total . 


turnover. 


CONSUMER CREDIT 857 


Mr. McCutcHeon: In Appendix 3 you refer to pea beans. Are those 
ordinary white beans? 


Mr. CONNELL: Yes, ordinary white beans. 
Mr. McCuTcHEon: Grown here in this province? 
Mr. CONNELL: Yes. 


Mr. McCutcHreon: Are they not under a marketing scheme with the 
producer? 


Mr. CONNELL: I do not think so. 


T. D. Smith, Vice-President, Services, H. J. Heinz Company of Canada Limited: 
They are purchased through bean dealers. 


Mr. McCuTcHEON: My understanding is that there is a marketing arrange- 
ment for white beans and that the price of them is set by negotiation, not in the 
Same manner as with tomatoes, but is the market on those things up? 


Mr. CONNELL: Oh, I should think so, yes, substantially. In 1966 it was $202 
per ton delivered. 


Mr. McCutcuHeon: Not from the daily press quotations of white beans as 
compared to a year ago, as I have read them. 


Mr. SMYTH: This is last year’s price of beans. Last season there was a very 
short crop of beans, and the price is down. 


Mr. McCurcHeon: Again, I should like you to turn to Appendix 6. I think it 
might be helpful if under the headings “Ingredient material” and “Packaging 
material” was broken down. 


Mr. CONNELL: Yes. 


Mr. McCutTcHEON: Could that be done with respect to the two subjects 
involved? 


Mr. CONNELL: I think we have that readily available, actually. Last year in 
1965 ingredient would be 24 per cent and packaging 25 per cent. 


Co-Chairman Senator CROLL: Give us the figures from 1960 on. 


Mr. CONNELL: Back to 1960 it is 24 per cent and 24 per cent; the next one 
would be 24 per cent and 24 per cent; the next one 24 per cent and 23 per cent; 
the next one also 24 per cent and 23 per cent: and the next one also 24 per cent 
and 23 per cent; and the next one 24 per cent and 24 per cent. 


Co-Chairman Senator CROLL: In 1965 it was 24 per cent and 24 per cent? 

Mr. CONNELL: Yes. 

Mr. McCuTcHEon: Now Appendix 5— 

Co-Chairman Senator CroLu: Are you following that up, Mr. McCutcheon? 
Does that mean that ingredient versus the packaging are equal? 

Mr. McCutTcuHEon: That is what it means. 

Mr. URIE: Except tomato juice. 


Mr. CONNELL: This is the total mix. The individual products will go up and 
down all over the place. 


Mr. McCuTcHEon: It is a fair statement to make that cans, in other words, 
are worth as much as the product? 

Mr. CONNELL: In some cases. 

Co-Chairman Senator CROLL: I had hoped that somebody would say SO, SO 
that we would understand it. 

Mr. McCurcHeEon: I had presumed, Mr. Chairman, that everybody here 
would grab that quickly. 

Co-Chairman Senator CROLL: You assumed it because you know it. 
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Mr. Urte: In point of fact, Mr. Chairman, it is shown how it varies. On 
tomato juice, according to Appendix 8, ingredient is 19.7 per cent and packag- 
ing 34.3 per cent. 

Mr. CONNELL: That is an extreme case. 

Mr. UrRiE: But it shows the variation. 

Mr. McCutTcHEoN: Appendix 5 gives the labour rates. Do you have in your 
industry a large percentage of female employees? 

Mr. CONNELL: I have here with me Mr. Smyth who is particularly briefed 
with respect to Appendix 5. 

Mr. SmytH: Approximately one-third of the labour force are women. 

Mr. McCutTcHEON: Would you have the number of hourly rated male 
employees in each of the years that we have discussed—only the last five years. 

Mr. SmytH: I do not have it with me, no. 

Co-Chairman Senator CROLL: What was your question, Mr. McCutcheon? 

Mr. McCutTcHEoN: The actual numbers of employees. These figures are not 
as meaningful, I think, as if we had numbers along with them. Another 
meaningful thing to me would be the sales volume in the various years so that 
we could determine the productivity of the workers. 

Mr. CONNELL: We have that. 

Mr. Ouson: Fifty-four cents an hour as a fringe benefit, is that above the 
$2.42 in 1966? 

Mr. CONNELL: Yes, it is in addition to that figure there. 

Co-Chairman Mr. BAsrorD: What happened to the executive figures in that 
period? 

Mr. CONNELL: I am afraid we just don’t have that. 

Mr. NELLuES: No, it is not readily available. 

Mr. ConNELL: Perhaps we can pass that on to you as well. 

Mr. McCurcuHEon: I am a little intrigued about why you are still putting up 
baby food in tin cans everywhere except Ontario and Quebec, where ituis an 
glass. Would not this be an added cost to you people for 30 per cent of your 
product? Why do you still stick to it? 

Mr. CONNELL: That is a very good question, and one we are wrestling with 
right now. I said here that we are not anxious to go into baby foods in glass in 
the rest of Canada. This does give extra cost to the consumer on account of the 
distances that have to be covered to the west coast and the Maritimes, and the 
extra weight of glass adds to the freight cost as well. So it is not in the best 
interests of the consumer to change over to glass, unless she demonstrates she 
wants it. We are not going to force it, as indeed it was not forced in Ontario and 
Quebec. We may be forced to do as we have done in Ontario and Quebec. We 
hope it will be slow rather than quick. 

Mr. McCutcueon: Have your economists come up with any figures on the 
extent of your decline in profit as a result of the decreased birth rate in this 
country? 

Mr. CoNNELL: We know the effect it has had on our baby foods business, 
yes. We have not the figures available here. 

Mr. McCutTcHEOoN: Would it be marked? 

Mr. ConNELL: The effect of the declining birth rate on the total baby food 
market is quite considerable. It will stabilize sooner or later. 


Co-Chairman Mr. BAsrorpb: Perhaps you should get into the drug business. 


Mr. McCuTcHEon: I have here a newspaper item that appeared on October 
31, which says that Swift Canadian dropped out of the baby food lines. With 


ae 
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them going out of business will that not increase your profit potential and your 
competitive position? 

Mr. CONNELL: They were never really in the baby food market; and I say 
this in the kindest possible way. This is quite genuine. They were in a very 
small portion of the market only. They sold a packed meat product. It was only 
on the fringe of the baby food market and was a small percentage of the total 
and their dropout has not begun to cancel out the decrease in the market caused 
by the fall in the birth rate so far as we are concerned. 

Mr. McCutTcHEon: Thank you, very much, Mr. Connell. 


Co-Chairman Senator CRoLL: When the question was asked with respect to 
hourly wages you dealt only with males. Why not females? 

Mr. SMYTH: Female is included in the average as $2.37. 

Co-Chairman Senator CROLL: You said about a third were female. 

Mr. SMYTH: Yes. 

Co-Chairman Senator CROLL: What is your average? 

Mr. SMYTH: The average for male and female is $2.37. Incidentally, there 
are approximately 1,200 male employees, to answer your question, hourly 
employees, involved in this salary range. 

Mr. McCutTcHEon: This is in 1966? 

Mr. SMYTH: The average, yes. 

Co-Chairman Senator CROLL: Mr. Saltsman? 


Mr. SALTSMAN: On the question of hourly rates, did I understand that you 
will be getting this as a percentage of sales, in other words, how the hourly rate 
compares with percentage of sales for these years? 


Mr. CONNELL: You can have that, it will be no problem at all. We have not 
that information here, but we will send that forward as a supplementary 
exhibit. 


Mr. SALTSMAN: I would like to get some information on the difference in 
price per ounce in various sized packages of different products. I understand 
you have an extensive range in baked beans, you have a number of different 
sizes. 


Mr. CONNELL: I anticipated there would be a question something like this, 
but I picked the wrong product. You have asked for baked beans, out of all our 
varieties. I have picked tomato juice, but I can give the other later on. I have 
tomato juice, with the cost per ounce on the six sizes. I did not produce this one 
specially, but took one at random. The cost is as follows: 


Size of Package Cost per ounce 
SPRUECGN BPC ean, eT Ls Li SANG r, C ova Pts eat ae $ .0118 
MOTE EMT Ee MEPS cone acleie Tac Le ee ere .0100 
Ter SIN ha ay do cole siete a ee Oe ea .0079 
Cina clenatie hal toy, t.ouss el igeuwyis WOO .0076 
BC nOMneOt. tna fiers rll. id. Jeeta ane Sues ak .0068 
PALS TEP OU WE Fay SAR PNO SCN) St Ee ee UL OR a .0060 


Let me get this point over. These are the list prices which we charge the 
grocery trade. You will see there that these prices, on a cost per ounce basis, 
decline as the size increases. 

Mr. SALTSMAN: I see that in the six ounce size the consumer pays almost 
twice as much per ounce as in the ten ounce size. 


Mr. CONNELL: Nevertheless, there is a demand for that size. 


Mr. SALTSMAN: How do you determine that this market exists for this 
particular size? 
25077—3 
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Mr. CONNELL: First of all, it is a special size for a special requirement. It is 
an individual size. There is a very considerable sale of this particular product. 
The demand itself, I think, fairly indicates the amount of need. 

Mr. SMITH: May I ask a supplementary question? How does your company 
decide the size of containers generally, when you make a change from 15 ounce 
to 12 ounce or something like that? A lot of questions we get from the 
housewife say, why do they bring out a 14 ounce size or a 19 ounce size? 

Mr. CONNELL: The answer is that there are Government regulations which 
stipulate the sizes we can use, and those are the sizes. As to how those came 
about, I would need to do a bit of research. We are not dissatisfied with the 
sizes at all. I think they fit in pretty generally with the market needs. In other 
words, this was something established by a Governmen'tt measure. This does not 
apply to jars, it is only in cans that we have the Government special sizes. 

Mr. SMITH: How do you decide the size of the glass containers as 34 ounces 
rather than 4 ounces, using that as an example? 

Mr. CONNELL: I think we have just got to think about the needs of 
consumers, at various points of the consumption scale. Let us take an extreme 
example, as I think that is the easiest way to answer this. Let us talk about soup. 
The individual person eating soup will want to eat, I suppose, around about 
© ounces. Now, 5 ounces of soup is a reasonable plateful of soup, so you want to 
Keep it close to that 5 ounces. I do not think you could get down to 5 ounces, it 
would be completely impracticable, but that is the starting point. 

How much soup does a person want? A soup plate will take 5 ounces, and 
be comfortably full. Then you have to find out the number of persons who will 
be consuming soup at once. In some families there will be two, in other families 
there will be more. You can statistically break down the family in size 
throughout the country and find out the figures. We have consumer attitude 
studies which show this. This is a fairly standard type of research, which shows 
the consumption pattern, the number of portions being served at once, and so 
forth. This is not quite as difficult as it might seem. It sounds like a very murky 
area, but it is not really so. 

Mr. SALTSMAN: There are six sizes of this product. You have given an 
explanation for the six ounce size and perhaps also for the ten ounce, which is 
fairly obvious. Take the 15, 20 and 48 ounce sizes. Perhaps the larger one would 
be for restaurants. Why the other ranges? How do you justify them? 


Mr. CONNELL: We justify the other ranges, because these slot into the 
various areas of consumer economy. There are consumer demands which have 
dictated these various sizes. Some people like to take 40 ounce cans; they like to 
buy a big pack. There is a saving there, though it is not an awful lot. Some 
people like to have these large packs and eat a lot. Some take it for a small 
family and some for a big family. 

Mr. SALTSMAN: For argument’s sake, if you had three sizes rather than six 
sizes, would not this have some effect on the overall cost of production of the 
product? 

Mr. CONNELL: No, it would not have any effect at all. 

Mr. SALTSMAN: Do you mean that ‘the standardization would not mean that 
there would be not as much machinery involved, not as much inventory, and 
the retailer would not need as much shelf space, the retailer would not have as 
much inventory? Would it not have that effect in reducing prices? 


Mr. CONNELL: It might, it might, it might. I think it would be marginal. 


Mr. SALTSMAN: But would it not have enough effect to reduce the 15 to 


.0076 instead of the present .0079? 
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Mr. CONNELL: No, I am sure it would not. I do not think the marginal 
saving on this reduction in number of sizes, would affect ithe retail price at all. 


Mr. SMITH: The six ounce size of tomato juice does not particularly relate 
to a mix with another well known beverage that is sold in other places, does it? 


Mr. CONNELL: In some cases, yes. 


Mr. SALTSMAN: I would like you to look at the transition from tins to jars 
in baby food. Can you say from your marketing research what were the reasons 
the customer changed from tin to glass? You indicated that your response was 
because of the customer demand, that there was a demand for a change from tin 
to glass? 

Mr. CONNELL: Yes. 

Mr. SALTSMAN: What were the reasons? 


Mr. CONNELL: I actually read them out, and Iam afraid someone has taken 
my notes. 


Co-Chairman Senator CROLL: The reporter took the notes but he will bring 
them back. 


Mr. SALTSMAN: Could you give me a fast explanation right now? 


Mr. CONNELL: Yes. It was really the things which the customer associates 
with the glass pack. I am not saying I agree with them. It is a fact that the 
customer thinks the glass pack is more hygienic. Certainly, after it has been 
opened, she thinks it is more hygienic. She thinks by re-closing a baby food jar, 
for example, it stays hygienic, whereas in fact it does not stay more hygienic 
than putting a lid or some sort of cover over a tin. 


Mr. SALTSMAN: Do you think there is any validity in the customer making 
this assumption? Do you think the consumer is wrong in making this assump- 
tion? 

Mr. CONNELL: I think the consumer is always right. 


Mr. SALTSMAN: In which way do you mean that the consumer is always 
right—that the assumption she was making was correct, that these were the 
reasons for making the change? 

Mr. CONNELL: I think so. 


Mr. SALTSMAN: Or that they were the correct reasons, that you agree it is 
more sanitary in a glass than in a tin? 


Mr. CONNELL: No, I do not agree that it is more sanitary in a glass than ina 
tin. I think it is fair to say that a baby food package where you can twist the lid 
off is a lot easier to handle than the can which you have to open. Also, it is 
much easier to reseal it and it is much more convenient. You can take the lid 
off, put a little on a plate and warm it, and put the cap back on. That is much 
easier. 


Mr. SALTSMAN: So in effect you say that the customer made a good 
judgment in making the change from tins to glass? 


Mr. CONNELL: Yes. 


Mr. SALTSMAN: If there are other benefits, I presume that one of those 
benefits is that it is easier to store part of the food, in case the child does not 
need it all at once. Have you considered going into a larger size of glass rather 
than the two ounce size, or whatever it is? 


Mr. CONNELL: It is 42 ounce, in strained foods. 


Mr. SALTSMAN: Let us take a six ounce jar. I presume the six ounce jar 
would not cost much more than the jar you are using now? 


Mr. CONNELL: It would cost considerably more, actually. 


Mr. SALTSMAN: How much more? 
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Mr. CONNELL: In fact, we have two sizes. We have the smaller size in 
strained food for young babies and the larger size, the eight ounce glass pack 
for junior foods. In other words, we take into account the different consumption 
rates at various stages of the baby. You do not want to give the mother a 
whopping great jar which will take probably a week to get through with a very 
young baby. You have to take that into account. It is not good to keep baby 
foods indefinitely. After they are opened, they should be consumed fairly soon. 
We are insistent, and I am sure the customer is more insistent, that for the 
young baby one needs a small package, a small jar, and for the older baby she 
needs a larger package, and she gets it. If there were any advantage in giving 
her a bigger jar, believe me we would be on to it, or our competitors would be 
on to it. 


Mr. SALTSMAN: You said you have 80 per cent of the market? 
Mr. CONNELL: In round figures, 80 per cent. 
Mr. SALTSMAN: How many competitors share the rest of the market? 


Mr. ConNELL: Today we have one competitor, and the other fellow who was 
referred to earlier who is going out but who had only a small share in the first 
place. 

Mr. SautsmMAN: So you have one competitor sharing the market. With 80 
per cent of the market, should you not have some considerable cost advantage 
in productivity to the extent that you should be able to lower prices below your 
competitor who has only 20 per cent of the market? 

Mr. CONNELL: Well, the raw materials, the packaging, the labour, all these 
cost the same thing. We are operating our machines at about the same speed. I 
do not think we are talking about a tangible factor. 

I mean, theoretically, obviously you are right, but I do not think we are 
talking about a tangible thing which can be reflected on a retail shelf price. 

Mr. SALTsMAN: When you sell to other people, the amount you sell should 
have some bearing on the price. If you sell a large quantity to them they get 
some cost advantage, do they not? 

Mr. CONNELL: Yes. 


Mr. SALTSMAN: Do you not also get a cost advantage when you buy four 
times as much as your competitor, let’s say, whether it is steel, glass jars, or 
anything else? 

Mr. CONNELL: No, there are laws in this country which prohibit this sort of 
differential pricing. 

Mr. SALTSMAN: We are talking quantity pricing. Surely there are no laws 
that prohibit you from being given a discount if you buy larger quantities. 

Mr. CONNELL: Fair enough. Let me ask Mr. Smyth to answer that question. 

Mr. SMytTH: The glass industry does not give volume discounts. 

Mr. SALTSMAN: Does the steel industry give volume discounts? 

Mr. SMYTH: Yes, can companies do. | 


Mr. SALTSMAN: Can you not buy larger machines, more automatic ma- 
chines, faster machines, in order to get a larger volume? 


Mr. CoNNELL: No, sir. At the moment we have the fastest operating 
machines in the world. 


Mr. SALTSMAN: Your competitors have machines equally as fast, even 
though they have a smaller percentage of the market? 


Mr. CONNELL: I am sure they do. If they have not now, they soon will have. 


Mr. SALTSMAN: How do your prices compare with those of your equivalent 
in the United States? 


Mr. CONNELL: You mean our baby food prices? 
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Mr. SALTSMAN: Yes, your baby food prices. 
Mr. CONNELL: I have not got a clue. I just do not know. Do you mean on 
the shelf? 


Mr. SALTSMAN: Yes. I mean the prices you would sell goods for in the 
store? 


Mr. CONNELL: I have not any idea at all. 
Mr. SALTSMAN: Have you never displayed any interest in finding this out? 


Mr. CONNELL: I have never displayed any interest. I must be careful; I 
almost said it was not relevant. What I should say is that it is irrelevant as far 
as my Canadian company’s operations go. We do not know what they are selling 
at in the United States. They have a different market altogether, and there are 
all sorts of different factors involved. In the United States they have a huge 
market; and volumes in the scale of the economy, which they can bring ito bear, 
really begin to talk. 

I suppose that glass packaging, generally, is an awful lot cheaper in the 
United States. We are talking in terms of a population of 160 million compared 
to 20 million in Canada. 

Mr. SALTSMAN: You just said “economy scale” in Canada— 


Mr. CONNELL: It is a question of scale. We are talking about an 80 per cent 
share and a 20 per cent share in the Canadian market. This is really minute. 

If you really want to talk about scales, I suggest you look at the raw 
material market in the United States, and I am talking about the cost of making 
glass, for example, not the cost of selling baby food. 

Mr. SALTSMAN: Do you have any idea how much more you pay for glass in 
Canada than they pay for glass in the United States? 

Mr. CONNELL: We do not compare these things. We do not get into this area 
at all. If we felt that it would help us, of course, then, we would obviously do 
that. 

Mr. SALTSMAN: How do your profits in amounts compare to the profits in 
the United States? 

Mr. CONNELL: We have no figures on the American company at all. Those 

figures are not published. I have the consolidated statement here, which shows 
- that in fact our consolidated world sales were $620 million, and our net income 
was roughly $23 million; that is 33 per cent of net sales. 

So, in fact, our figure is about exactly the same, as I recall it. No, ours is 2 
per cent which is lower. This year it is less than the consolidated average. 

Mr. SALTSMAN: Have you any idea how your production costs or produc- 
tivity compare with those of the Americans? 

Mr. CONNELL: We have run no such comparisons, sir. 

Mr. SALTSMAN: Have you made any trips down—all right, Mr. Chairman, I 
will let someone else take over. 

Mr. ALLMAND: Mr. Chairman, this is a supplementary question. In Canada 
you have no effective competitors. Do you know how many effective competitors 
there are in the United States? 

Mr. CONNELL: I believe there are two in the United States. 

Mr. ALLMAND: So, there are three major producers in the United States? 

Mr. CONNELL: Yes, which is probably about right for a market that size. I 
do not think there would be room for three in Canada. 

Mr. UriE: Mr. Chairman, I have a complementary question. Mr. Connell, 
the net profit as a percentage of sales for 1965 is 2 per cent in Canada. The 
previous range was 4.2 for 1961 to 4.7 in 1964. How do those percentages 
compare with the percentages in the United States during the same periods? 
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Mr. CONNELL: Let me see. Let us take the previous year, which would be 
3.5 per cent. 

Mr. URIE: In the United States? 

Mr. CONNELL: So, in fact, we are better than average. The Canadian 
company was better than tthe consolidated average. Ours was 4.7 in Canada 
whereas the consolidated was 3.5. The year before was 3 per cent; the year 
before that was 2.7; the year before that was 3.8. 

Mr. UriE: And yours was 4.2 every year, then, until 1965? 

Mr. CONNELL: Well, the consolidated figure for 1960 was 3.7. So that the 
figures at the beginning and the end were down—fractionally down at the 
beginning and well down at the end. 

Mr. Urte: They are higher. It is more than a percentage higher. You gave 
this explanation earlier. Why is your net profit down to 2 per cent in 1965 and 
will be about the same in 1966? Is it a question of capital expansion? 

Mr. CONNELL: The capital aspect comes into it. We had to expand consider- 
ably, and certain costs which are associated with that are with us all the time. 

Mr. URIE: But that would be more than offset by increased sales. 

Mr. CONNELL: It was not last year and neither is it this year, because we 
have a declining birth rate in the meantime as well, and baby food is our main 
product so that the volume there is in trouble. Also, we had a lot of packaging 
costs in our changeover from one range of products to the other. Such a 
changeover is a very expensive thing, and something we would not want to 
have to do very often. 

Mr. URIE: This will be thinned out in the next year or two. 

Mr. CONNELL: I certainly hope so. 

Mr. SALTSMAN: Mr. Chairman, I would like to ask you to discuss the 
possibility of getting a comparison between a Canadian and a United States 
operation, in terms of prices, profits and production costs. I think it is fairly 
important to the consumers in Canada to know how we compare in this 
particular way. 

Co-Chairman Senator CROLL: We have the profits. Mr. Urie just 
indicated what the profits are. It would be pretty difficult to get those other 
figures, I should think. 

Mr. CONNELL: I do not honestly feel that a comparison of these profits is 
terribly meaningful. We are talking about entirely different things. The market 
shares enjoyed by the Heinz Company in the United States are nothing like 
those in Canada. You cannot really do this sort of economic analysis by looking 
at results in the Heinz Companies in Canada and the United States. You have to 
get down to individual components of cost. 

If you talk about the price of a glass jar, a tin can or a label on a general 
basis—not on a cost basis—then you are getting somewhere; but to compare the 
Heinz Company of Canada with the Heinz Company of the United States, you 
are just talking chalk and cheese. They are two completely different things. 


Co-Chairman Mr. BaAsrorp: Mr. Saltsman, I think Dr. James has some 
material to answer your question. 


Mr. SALTSMAN: Fine. Since most of your sales, as you have indicated, are to 
large wholesalers and retailers, why do you have such rather large selling costs, 
which appear to be somewhere around 15 per cent? Why do you have to spend 
such a large percentage of your gross on selling, since most of your selling is 
done to very large companies? 


Mr. CONNELL: Our sales cost is not 15 per cent. 


| 
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Mr. SALTSMAN: Well, on some of these items, if you start adding them 
together, you get 15 per cent. 

Mr. CONNELL: I do not think you should do that. 

Mr. SALTSMAN: What would you say your sales costs are, then? 

Mr. CONNELL: At the moment, over all, they are something like 5 per cent 
or 54 per cent. 

Mr. SALTSMAN: Well, do you not include advertising and do you not include 
items called selling and deals and allowances? Do these not figure in your sales 
costs? 

Mr. CONNELL: You are getting into technicalities now. 

Mr. SALTSMAN: I am not getting into technicalities. I am getting into sales 
costs. 

Mr. CONNELL: Sales cost as such means the cost of selling goods only. This 
in fact means the cost of running a sales force. But we must embrace separately 
also the marketing cost and the advertising cost. 

Mr. SALTSMAN: Let us take sales and marketing costs together, then. I think 
that it is pretty difficult to separate those from each other anyway. 

Mr. CONNELL: We have no difficulty there. They are different things 
entirely. They mean different ‘things and are done for different purposes. 

Mr. SMITH: What would sales and marketing together amount to in a 
percentage less the cash discount which cannot be considered? 

Mr. CONNELL: They do not enter into this at all. 

Mr. SMITH: What are those together in terms of percentage? 

Mr. CONNELL: The answer to this is Appendix 7. I would just like to 
elaborate on 'this. We have a sales force which goes around selling our goods, 
and the cost of this we classify as sales cost, which is 5.5 per cent. Marketing 
cost, which is the cost of advertising our goods and promoting them in the store, 
in accordance with appendix 7 is also 5.5 per cent. 

However, if you do not mind my saying so, again they are two different 
things with two different purposes. 

Mr. SALTSMAN: Let me put it to you this way: under your marketing cost, 
- would you simply restrict yourselves to selling cost? In evidence before this 
committee, when we discussed about some restraint on advertising, almost 
invariably the witnesses said that if one tries to restrain it in this way it only 
breaks out somewhere else. If you restrict it to advertising, it will show up as 
posters or as other gimmicks or as something else again. This is why I feel it is 
very difficult to separate marketing costs from selling costs. They are perform- 
ing similar—perhaps not identical, but similar—functions. By and large their 
purpose is to sell products. Will you agree both marketing and selling costs are 
there for the purpose of selling products? 

Mr. CONNELL: No, one is to sell to the trade and the other is to sell to the 
consumer. These are separate things. 

Mr. SALTSMAN: But would you not think that their purpose is basically the 
same and if that is the case should there be such a large quantity? 

Mr. CONNELL: No, I wouldn’t think so. 

Co-Chairman Senator CROLL: I don’t quite follow you, Mr. Connell. The one 
is for selling to the trade and the other is to sell to the consumer. The ultimate 
purpose, of course, is to sell to the consumer. Selling to the trade is merely an 
incident along the way of getting it to the consumer. The cost ultimately winds 
up with the consumer. 

Mr. CONNELL: Perfectly true. 


866 JOINT COMMITTEE 


Co-Chairman Senator CROLL: What Mr. Saltsman is saying is that both of 
them, the cost of getting it to ‘the retailer and the cost of getting it to the 
consumer, are related to promoting and selling. 


Mr. CONNELL: I appreciate that. But we should be quite clear that the 
selling cost as such is an item of expenditure aimed at putting the goods in the 
store and the other half is aimed at getting the goods out of the store to the 
consumer. 


Mr. SALTSMAN: I am willing to accept that definition, but in broad terms it 
is really the selling cost on ‘the whole item. It is the cost incurred in selling your 
product. Do you feel that this saves the consumer money, or does it change the 
picture or increase the cost to the consumer—I mean spending this percentage 
of your gross for this purpose? 

Mr. CONNELL: It is important to remember that in business in Canada today 
one must carry out both of these essential marketing purposes. Inevitably that 
cost is going to affect 'the consumer. 


Mr. SALTSMAN: I can appreciate that if you are going to have to compete 
with other people, which you seem to have done pretty successfully, you are 
going to have to do some promotional spending. But supposing some restriction 
were placed on the amount a company could expend on selling costs, and that 
this did not apply to just one company but applied all round, what effect would 
this have? 


Mr. CONNELL: It would depend on ‘the restriction. It would depend what 
form the restriction took. If it were a large enough reduction it could bring a 
reduction of, say, one per cent in the retail price. I am afraid I cannot answer 
any better than that, because this is a hypothetical question. 


Mr. SALTSMAN: Yes, but this is a very important point. It is one we have 
been trying to get at in this committee. You will excuse my oversimplification 
of the situation. I realize you have to look at the total selling costs because a 
restriction on advertising or posters does not mean very much since you can 
make it up by having more salesmen, for example. 


Mr. CONNELL: I couldn’t agree with that. 


Mr. SALTSMAN: Or you can take other media. It is difficult to get at, but it 
is very important from the consumer’s point of view to understand this. If we 
can reduce selling costs, can we reduce the price to the consumer? 


Mr. CONNELL: Theoretically, yes. Whether in actual terms it would mean a 
reduction of even one cent would have to be worked out. 


Mr. SALTSMAN: One more question; this concerns private brands versus 
national brands. It seems there is a bit of what for want of a better word I 
would call a power struggle going on between manufacturers on the one hand 
and retailers on the other hand and their share of, let us say, market sales. For 
instance, you have indicated today that no retailer can dictate to you. You 
determine the policy of your company. 


Mr. CONNELL: Right. 


Mr. SALTSMAN: I presume you are able to do this because of the amount of 
money you devote towards establishing your brand name and your position in 
the market and therefore you have to some extent pre-sold your products to the 
consumer which puts the retailer in the position of having to stock your 
product. I think there is some evidence before the committee to this effect—that 
the retailer has to stock it whether he wants it or not. This gives you a stronger 
marketing position than if you were making private brands. 


Mr. CONNELL: This could be the case, yes. 


Mr. SALTSMAN: The retailer seems to be interested in developing private 
brands as a way of strengthening his hands in the marketing process. This is 
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what I mean by a bit of a struggle. Could this have any bearing on your 
decision? I am speaking of your decision not to get ‘involved in private brands 
for retailers. 


Mr. CONNELL: It could, I suppose. It would inevitably bear upon our 
consideration of every aspect of the subject. 


Mr. SALTSMAN: That there is this struggle for market shares? 
Co-Chairman Senator CROLL: Mr. Basford. 


Co-Chairman Mr. Basrorp: I would like to take you through the process of 
introducing a new product to the market and how you get it onto the retailer’s 
shelf. I think one of the products you have here is a soup mix which is a fairly 
new one for your company. How do you get that into Safeway and Dominion 
Stores and IGA? 


Mr. CONNELL: Where do you want to start? We have the product and we 
decide to market it. 

Co-Chairman Mr. BAsForD: You decide you want to bring out a new soup 
mix. Now, I presume that your salesmen does not go to the local manager of 
just one Dominion store and say “We have a good new soup mix.” 


Mr. CONNELL: The development of any product arises from a market need. 
When we discover the market need we put a lot of work in on research and 
package design, etc. It is researched to the point where you know you have 
something the consumer actually wants. The trade is familiar with this and is 
probably a party to the development of this product. Eventually it comes to the 
point where you will launch this onto the market, getting it to the trade and 
then to the consumer so that he can sample it and come back and complete the 
marketing cycle by buying it a second time. For any new product we begin first 
by getting the product into the store, and we might do this by making an 
introductory offer so as to make it attractive to the trade. We might use, for 
example, a return label deal whereby we offer an opportunity to the housewife 
to sample the new product at no cost because she gets her money back by 
sending in the label to us. Then if she likes it she will go back and buy it a 
second time. 

Co-Chairman Mr. BAsrorp: Doesn’t your product have to go before a 
purchasing committee? 

Mr. CONNELL: In many cases this is the case, yes. 

Co-Chairman Mr. BAsrorD: What is your pitch to the purchasing commit- 
tee? 

Mr. CONNELL: The pitch is usually a market rundown, an indication of 
where this need exists as we see it, and some rundown on the research which 
gave rise to the indication of this need and an idea of the advertising support 
we will give to this product immediately it is launched. There will be a 
rundown on the consumer promotional deals, and the additional incentive of 
such an introductory offer. That is a fairly large package deal involved in 
introducing the product. 

Co-Chairman Mr. BAsrorD: Would cash discounts, co-operative advertising 
and display positions be negotiated with that committee? 

Mr. CONNELL: No, these are cash deductions from price. Perhaps I will 
touch on that again for a second. Cash discount is a payment for cash received 
within a prescribed period, so that is an automatic thing which we shove aside 
because a chain will automatically pay its bills by machine on a certain date, so 
we do not talk about that. The sort of thing we would talk about would be the 
introductory bonus for this new product. We need that as a special incentive to 
get this thing in, because we genuinely believe it is going to come in and stay 
in. This introductory bonus would be the sort of thing which would enable them 


868 JOINT COMMITTEE 


to make an extra profit or pass it on in the form of reduced price to the 
consumer, or do with what they will. 

Co-Chairman Mr. Basrorp: This would be subject to negotiation? 

Mr. CONNELL: The actual amount would not be subject to negotiation; it 
would be fixed; and no one salesman in the Heinz Company has authority to 
change that—it is a fixed amount, and there is no argument about it. If the 
trade do not like it, it is too bad; we do not get in. 

Co-Chairman Mr. Basrorp: I am talking about- your merchandising vice- 
president meeting with the committee. 

Mr. CONNELL: There is no question of the merchandising vice-president or 
anybody else giving a special deal not freely available to everybody else at the 
same time. 

Co-Chairman Mr. Basrorp: So you would not make a different deal with, 
say, Dominion stores from one you might make with, say, Loblaw’s? 

Mr. CONNELL: Not unless a quantity thing was involved, which, again, 
would be freely available to everyone. The answer is: No, we would not. 

Co-Chairman Mr. Basrorp: How do you determine whether your products 
go on the top shelf, at eye level, and Campbell’s on the bottom shelf, or vice 
versa? 

Mr. CONNELL: Vice versa, I am afraid! I suppose this comes back to the 
point of: What is your comparative brand share? What does your product merit 
in the store? Is it a market leader? If it is, it would generally get better 
treatment than the next which is the second or third brand. There is nothing 
underhanded, and no question of us buying space in a store—not a chance, not 
under any circumstances. 

Co-Chairman Mr. Basrorp: Except you can buy aisle displays, can you not? 

Mr. CONNELL: We are talking about special promotions, where you do not 
buy space in a store. A much more important thing is shelf space. 

Co-Chairman Mr. Basrorp: Are you saying your salesmen cannot influence 
the amount of shelf space you have? 

Mr. CONNELL: No, the salesman is always trying to get a better shelf 
display for his product all the time. This is one of his basic operating objectives, 
to get the best sort of shelf display that he can from the trade. 

Co-Chairman Mr. Basrorp: What are the tools that he uses to do that? 

Mr. CONNELL: Gentle persuasion and logic—logic being market share, 
turnover and so forth. These stores are pretty well laid out in advance. If this 
product is turning over at that rate, there is no question of somebody else 
coming along and trying to get a better position for a minor brand. 


Co-Chairman Mr. BasrorD: Regarding this new product of soup mixes, why 
would the allowance be so high? 

Mr. CONNELL: Because this is not a very fast selling product. We are not 
really in this market to any great extent, and we feel it is necessary to have 
some sort of price advantage in order to get any sort of sale at all with it. 

Co-Chairman Mr. Basrorp: Why are you in it at all— 

Mr. CONNELL: That is a very good question. 

Co-Chairman Mr. Basrorp: —if you have researched so carefully to indicate 
it was? 

Mr. CONNELL: There is a normal cyclical life for a product. It develops and 
expends itself; and I suspect that one is pretty well expended. 

Co-Chairman Senator CRoLL: How long has it been on the market? 
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Mr. CONNELL: Not very long—four years. This was a fashion not so many 
years ago, this packet soup deal, but today it is not. 

Co-Chairman Mr. BASForRD: What sort of rates do you pay for display space 
in the stores? 

Mr. CONNELL: This is a detail with which I am not too familiar. 


Mr. NELLES: I cannot really answer that because there is no uniformity. We 
would probably pay a different rate to a different chain, depending on the 
number of outlets they had and the number of aisles they were going to make 
available to us, and so on. This rate is by no means standard. We could furnish 
you with some typical figures at a later date, but I do not have the information 
with me. 


Co-Chairman Mr. Basrorp: I would like those figures, please. Is this open 
to negotiation? 

Mr. NELLES: In most cases the chains themselves establish the prices they 
charge for this sort of display, and we buy or not buy, as we see fit. 

Co-Chairman Mr. Basrorp: I have just one other question on a different 
line. What was the impact of television on your advertising budget? 

Mr. CONNELL: Well, that is a general question, and I can only give you a 
general answer, I am afraid. I suppose the initial impact of television was very 
high. I suspect it is not so high today as it used to be. It is a very expensive but 
more effective medium. In other words, you are talking about repetition as 
opposed to impact. That is a very difficult question to answer. 

Co-Chairman Mr. Basrorp: I am wondering what happened to your 
advertising costs as a percentage of sales as a result of television. 

Mr. CONNELL: It is in Appendix 7. Commercial advertising has been in 
Canada right through this period. We have been pretty well at the same level of 
advertising since 1960: 2.8 in 1960; 3.1 per cent today. 

Co-Chairman Mr. BasrorpD: We have had commercial television since before 
then. 


Mr. CONNELL: Yes. We would have to go back a few years beyond that to 
answer your question effectively. 

Co-Chairman Mr. Basrorp: You do not have anyone with you who could 
give that general answer? 

Mr. CONNELL: No, we could not go back beyond 1960. 

Co-Chairman Mr. Basrorp: I know you yourself have been here only eight 
weeks, but your colleagues have been here longer. 

Mr. CONNELL: It is a question of what information we have, and we 
positively have no advertising information beyond 1960. We can let you have 
this though. 

Co-Chairman Mr. Basrorp: Thank you. 

Co-Chairman Senator CROLL: What did it cost you, approximately, to put 
that product, soup mixes, on the market in dollars—ten, fifteen, twenty, thirty, 
forty thousand dollars, initially? 

Mr. CONNELL: I just would not know. It could cost us almost anything. It 
depends how much you are going to put into advertising; it depends how much 
you are going to put into promoting. You might decide you are going to have a 
three-year break-even point. You will not make any money on the first two 
years, and your break-even will come on the third year, and you might devote 
the whole of your budget to getting the product launched and in building up 
demand for the coming years. What exactly the figures are, without getting into 
sales and launching costs, and so forth, I could not answer. It is purely a 
hypothetical thing. 
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Co-Chairman Senator CROLL: It is a real figure. 

Mr. CONNELL: Yes. 

Co-Chairman Senator CROLL: We have had some pretty high figures, 
and you say you would not know about that. Surely, when you launch a product 
somebody says, “What is this going to cost us?” 

Mr. CONNELL: We know in specific terms what this product cost us. 


Co-Chairman Senator CroLu: I asked you what the cost in getting it 
launched was. 

Mr. CONNELL: We do not know, but we can find out and let you know. 

Mr. URiIE: In that connection, it might be of interest to note that in the 
United States survey in relation to the introduction of 14 new brands of cold 
cereals, in the first year—and this is during the period from 1957 to 1961—in 
the first year advertising expense as a per cent of sales was 47 per cent, and the 
second year 22 per cent; and in the third year, 21 per cent. Is that the sort of 
pattern you have in mind? 

Mr. CONNELL: Yes; but I would say that is high. 

Co-Chairman Mr. Basrorp: Breakfast cereals, Yogi Bear costs money. 

Mr. URIs: I was interested in the pattern rather than percentage. 

Mr. CONNELL: The break-even might come in the third year. 

Senator INMAN: Mr. Chairman, I have one question, and that is with regard 
to the deal allowance. I believe that Mr. Connell said that with every ten cases 
of baby food you might give away one case. 

Mr. CONNELL: Yes. 


Senator INMAN: You must give away a lot of cases in a year, because 10 
cases do not go very far. I know from experience, and I have seen in my own 
family perhaps two dozen cans bought at a time—and we do not have glass in 
Prince Edward Island. Does it add to the cost a lot? 

Mr. CONNELL: It does add to the cost; it is a portion of the total cost. 

Senator INMAN: Is it necessary for you to do that? Is it made necessary by 
competition? 

Mr. CONNELL: This is not a haphazard thing. It is a carefully arranged 
thing. We know all the elements of cost. We know the price at which we can 
sell the product. We know the sort of profit figure we can live with at the end of 
the line, and so on. 


Mr. SMITH: Does that include some of the free pieces that you pass on to 
the consumer? 


Mr. CONNELL: Yes, certainly. 

Senator IRVINE: And it is passed on? 

Mr. CONNELL: Yes, it is passed on in the form of price reduction, and so on. 

Mr. ALLMAND: I want to pursue further the question of private brands 
versus the national brands. When the supermarkets were here they said that the 
adoption of private store brands was a relatively recent thing, and that they 
intended to go in for it more and more. In fact, one of the stores from the 
Maritimes said that they had nct been into it too much, but they were 
considering going into it more. The figures they gave us, compared with those of 
some of your products, show that their brands sell quite a bit cheaper than the 
national brands. 

Mr. CONNELL: Yes. 


Mr. ALLMAND: And this probably due to the advertising and promotion, I 
would think. 


Mr. CONNELL: No, sir, I do not accept that. 
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Mr. ALLMAND: What do you think it is due to? 
Mr. CONNELL: I do not know, but I do not accept that. 


Mr. ALLMAND: Heinz ketchup, 15 ounces, sells for 37 cents, and one store—I 
will not mention its name—sells it for 31 cents, or 6 cents less. White vinegar, 
128 ounces, Heinz sells for 83 cents, and the supermarket sells theirs for 73 
cents. There is a 10-cent difference there. This goes all the way down the line. I 
could give you many other examples. What do you think is the reason for this 
difference. You say it is not advertising. 


Mr. CONNELL: I do not think advertising on its own would account for that 
differential. These are facts that can easily be established, but I cannot give you 
the facts. What does a store pay net for a private brand from a processor, and 
what price does it pay for the branded products? Are they being sold at the 
same mark-up? What is the retail mark-up? The facts are there. 


Mr. ALLMAND: Of course, we did ask these people, and we will analyze 
these statistics. 


Mr. CONNELL: The statistics will give you the answer, but I do not know the 
answer. 


Mr. ALLMAND: It does appear that your advertising costs are very much 
higher than the supermarkets’ advertising costs. 


Mr. CONNELL: Yes. 


Mr. ALLMAND: If they continue to go into private brands more and more, 
and even into baby foods, how would you intend to meet this competition. You 
said earlier that if you raise your price a slight amount when there is no 
increase in costs your competitor would move right in there and take a large 
part of the market away from you. If a supermarket can develop its own 
private brands, and sell them at a considerable price difference as compared to 
your brands, then it would seem that sooner or later the consumer is going to 
learn about that and buy that store’s products. How do you intend to meet that 
competition? 

Mr. CONNELL: Assuming all things are equal as to quality and everything 
else, and there is a substantial price differential between the two identical 
products, then obviously the guy selling the most expensive product is going to 
go out of business. 

Mr. ALLMAND: Do you think name brands shelter under your advertising in 
a sense, in that they let you advertise ketchup and bring up consumer demand, 
and then sell it cheaper having taken some advantage of your advertising? 

Mr. CONNELL: I suppose you could say that. 

Co-Chairman Senator CROLL: Well, can you say it? 

Mr. CONNELL: I think that if the branded people build the market for 
ketchup, it could be said that to that extent your statement is true. May I make 
one point? It has been said that this business of private brands is something 
new. It is not new at all. People have been selling private labels for the last 
thirty or forty years. Co-operatives have been introducing their own brands of 
all sorts of products in different countries of the world, and they are still selling 
them today, without too much success. It is not new. 

Mr. ALLMAND: I have one final question, Mr. Connell. Do you sell much of 
your produce on the export market? Does Heinz of Canada sell abroad? 

Mr. CONNELL: Yes, but we do not sell an awful lot. 

Mr. ALLMAND: To what countries? 

Mr. CONNELL: Just a minute. We will look that up and come back to it. 

Mr. ALLMAND: Is the export demand increasing, and would this have any 
effect on prices? One of the witnesses has indicated to us that the demand 
around the world for food is increasing at a great rate, and that this is affecting 
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food prices. He was speculating to a certain extent; he had no figures to give us. 
I am wondering whether your export demand is increasing, and whether it 
affects price. 


Mr. CONNELL: Our export demand is increasing in volume, but the export 
business, so far as the Heinz Company is concerned, is not significant enough to 
affect any price at all. 


Senator McGRAnNpD: In Appendix 5 you give the average hourly paid labour 
rates from 1949 to 1966. A great many people are convinced that increases in 
wages do not contribute to the increased cost of food. What is your opinion on 
that? 


Mr. CONNELL: Well, in the cost of food to the consumer labour is an element 
of cost, and sometimes I feel there is a sort of emotional thing about food prices. 
People tend to get the thing a little out of proportion and out of perspective. 
Nevertheless, I feel that this is probably a factor. 


Senator McGRAND: What is the factor? 
Mr. CONNELL: I do not know. 


Co-Chairman Senator CROLL: You are saying that the increase is a factor, 
or is the factor? 


Senator McGRAND: Well, starting in 1949 the figure was $0.91 per hour, and 
in 1966 it is $2.42 per hour. Does that increased cost of wages contribute to the 
increased cost of food? 


Mr. CONNELL: Without a doubt. Indeed, let us go back to baby food— 
Senator McGRAND: Many people challenge that. 


Mr. CONNELL: It is part of the cost of making food. If you go back to the 
beginning of our presentation, to the heading of ‘‘Direct Labour” on page 2, I 
would point out that there is an element of wage volume in there as well as an 
element of wage price. 


Co-Chairman Mr. BASFoRD: What is the total bill for 1949 as compared to 
1966? 


Mr. CONNELL: In dollars? 
Co-Chairman Mr. BASFORD: Yes. 


Mr. NELLES: The statement says that wages and salaries in 1960 amounted 
to 16.7 per cent of our sales dollar. In 1965 they are 18.7 per cent of our sales 
dollar. 


Mr. JOYAL: An increase of 12.5 per cent? 

Co-Chairman Mr. BASForD: You do not have that in dollars? 

Mr. CONNELL: We gave someone the dollar figure on that. 
Co-Chairman Senator CROLL: He gave it to you, did he not, Mr. Urie? 
Mr. URIE: Yes. 


Co-Chairman Senator CROLL: Will you give it to us. It is not on the record 
yet. 


Mr. Urie: I will give you the figures of gross sales, and that can be 
calculated. In 1960 they were $46,000,000; in 1961, $50,000,000; in 1962, $53,- 
000,000; in 1963, $55,000,000; in 1964, $59,000,000; and in 1965, $61,000,000. The 
percentages are all shown for each of those years. 


Co-Chairman Senator CROLL: Yes. Are you satisfied with that? 
Co-Chairman Mr. BASForD: Yes. 


Co-Chairman Senator CroLL: Have you finished your questions, Senator 
McGrand? 


Senator McGrRANpD: Yes, Mr. Chairman. 
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Mr. McCutcHeon: Mr. Connell, speaking again of baby food in tins and 


glass, do your tin containers have the Same volume content as the glass 
containers? 


Mr. CONNELL: Precisely. 
Mr. McCurTcHEon: They are exactly the same? 


Mr. CONNELL: Yes, and the cost comparison shown on page 2 is for identical 
quantities of the same baby food packed in jars and tins. 

Mr. McCutTcHEON: You mentioned in your evidence earlier that there was 
no standardization legislation covering glass containers. Was this a factor in 
your decision to change to glass? In other words, you would probably enjoy 
more flexibility in your pricing formula? 

Mr. CONNELL: No, sir, this was not a factor at all—not even a remote one. 

Mr. McCutcuHEon: It was not? 

Mr. CONNELL: No. If I got your question correctly, you asked me whether 
the decision to change to glass so far as baby food was concerned was made 
because it would enable us to have flexibility in pricing. You asked if this was 
a factor. The answer is no. 


Mr. McCuTcHEON: Would this not be a factor in your long term view of 
this situation? 


Mr. CONNELL: No, we changed from tins to glass because we had already 
identified the need for a 43 ounce jar of baby food for an early baby, and there 
was a need to change. Then, there was no desire to change, and no advantage in 
changing, to anything else. 


Mr. McCutcHEon: And the tin container, 4# ounces under glass is just the 
same? 


Mr. CONNELL: Exactly. 
Mr. McCuTcHEon: You mentioned older babies. 


Mr. CONNELL: The tinned junior foods were also 42 ounces, but we -felt at 
the time of the change to glass from more advanced research, that an older baby 
would be better with the 8-ounce jar. 


Mr. McCurTcHEon: But the tins remain the same? 

Mr. CONNELL: The tin is the same. 

Mr. McCutTcHEon: So there is a difference? 

Mr. CONNELL: I am sorry, I do not know that I follow you. 

Mr. McCutTcuHeEon: There is a difference in the content between— 


Mr. CONNELL: Between tinned junior foods in the Maritimes and Western 
Canada and glass junior foods sold in (uebec and Ontario. We use a different 
size. 


Mr. McCutTcHeEon: The glass junior foods in Ontario and Quebec are more 
expensive? 

Mr. CONNELL: More expensive than the 4% ounces and less expensive tins. 

Co-Chairman Senator CrotL: You have my co-chairman very angry. He 
will think that the people of British Columbia cannot afford what the people in 
Ontario and Quebec can afford. Senator O’Leary? 

Senator O’LEARY (Antigonish-Guysborough): Mr. Connell, I presume that 
you are well aware that many restaurants and some hotels use your Heinz 
ketchup containers on the table and displayed with another company’s ketchup, 
do you complain about this sort of thing? 

Mr. CONNELL: We resent this. 


Senator O’LEARY (Antigonish-Guysborough): You do not feel you 
are getting any free advertising? 
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Mr. CONNELL: We feel that it would be much more effective if we were 
exclusive. 

Senator O’LEaRyY (Antigonish-Guysborough): Do you attempt to check this 
out occasionally? Do you do any spot checks? 


Mr. CONNELL: Oh, yes. Our people are always going around checking. 

Senator O’LEARY (Antigonish-Guysborough): If you find it actually hap- 
pens in the case of restaurants and hotels, would you take any action? 

Mr. CONNELL: Yes, we would try to persuade them to do otherwise. 


Co-Chairman Senator CROLL: The statistic that I have here comes from an 
eminent home economist. It says, a six-month old baby using home prepared 
diet, approximately $1.49 per week. Using canned foods exclusively, approxi- 
mately $7 per week—two small people. Would you like to make some comment? 


Mr. CONNELL: You said $7 per week for two children? 


Co-Chairman Senator CROLL: Using two children all the time, six months 
old. 


Mr. ConNnELL: For fifty-two weeks a year, I make that $364 for two 
children, which works out at $182 per child, which is twice what we consider to 
be per capita consumption per child. So I would say that is twice as high as we 
would expect it to be. 


Co-Chairman Senator CROLL: That is the $7? 
Mr. CONNELL: Yes. 


Co-Chairman Senator CROLL: It was as high as you would expect it 
to be? 


Mr. CONNELL: Yes. 


Co-Chairman Senator CroLL: On page 2 there was a re-emphasis 
under “Costs heading” that packaging was $.0154, that it was by far the largest 
item. That is correct, is it not? 


Mr. CONNELL: It indicates the additional cost per jar. 

Co-Chairman Senator CROLL: By far the largest item? 

Mr. CONNELL: Yes. 

Co-Chairman Senator CROLL: Then on page 4, again we come to packaging? 

Mr. CONNELL: Yes. 

Co-Chairman Senator Crouu: And that is still by far the largest item? 

Mr. CONNELL: For a different reason. One is because of the changeover from 
tin to glass, the additional cost of the jar; and the second one on page 4 is 
increase in the actual packaging cost which occurred since the date of introduc- 
tion. 

Co-Chairman Senator CROLL: The ingredient was of no consequence? 

Mr. CONNELL: No. 


Co-Chairman Senator CROLL: And the labour would not be overly impor- 
tant, is that correct? 


Mr. CONNELL: It was important, but not overly. 

Co-Chairman Senator CROLL: Then we come to page 5, and we find 
overhead. What would that be? 

Mr. CONNELL: This was total factory overhead and everything associated 
with the manufacturing outside direct labour. 

Co-Chairman Senator CrRoLL: Then we come to Appendix 8, which is a 
cost and price analysis of tomato juice, and there again packaging is by far the 
largest item? 

Mr. CONNELL: Yes. 
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Co-Chairman Senator CroLu: That is not baby food we are asking 
about, that is tomato juice. 


Mr. CONNELL: That is canned tomato juice. 

Co-Chairman Senator CroLtu: The various kinds we were discussing? 
Mr. CONNELL: Yes. 

Co-Chairman Senator CroLL: That is the item again. 

Mr. CONNELL: Yes. 


Co-Chairman Senator CROLL: Now, somewhere in here you made a refer- 
ence to freight as an item of importance. Do you recall that? 


Mr. CONNELL: I referred to the additional cost of shipping glass packed 
baby foods to the Maritimes and also Western Canada because of the long 
distances involved, that is an important factor. 


Co-Chairman Mr. Basrorp: Does your company have institutional sales to 
hospitals and penitentiaries? 


Mr. CONNELL: Yes, we do. 
Co-Chairman Mr. Basrorp: Is ‘the price list for them different? 
Mr. CONNELL: Institutional sales are different sizes. Generally speaking we 


sell our regular items to institutions but also have special sizes included on that 
regular price list which are really exclusive for that class of trade. 


Co-Chairman Mr. Basrorp: Tomato juice, 105 ounces, is that an institu- 
tional price? 

Mr. CONNELL: Yes, indeed. 

Co-Chairman Mr. Basrorp: Is it different in price? 

Mr. CONNELL: No. 

Co-Chairman Mr. Basrorp: Is it as sold to the trade? 

Mr. CONNELL: No, it is the regular price. It is freely available to anyone 
who wishes to buy it. 

Co-Chairman Mr. Basrorp: What I am getting at is that there are 
special prices for institutional sales because they are in special packages? 

Mr. CONNELL: That is right. They are not special prices. 

Co-Chairman Mr. Basrorpb: But special packages. 

Mr. CONNELL: Yes. They want large packs, which the rest of the trade does 
not, at a price which is special for the institutional trade. 

Co-Chairman Mr. Basrorp: But there is not on the same item a 
different price for the trade? 


Mr. CONNELL: No, there is not. 


Co-Chairman Senator CROLL: Mr. Urie, in the guideline that was laid 
down, the first thing required was comparative financial statements for the 
period 1960 to 1965 inclusive, showing gross sales, margins, costs of raw 
materials purchased, salaries and wages, operating and selling expenses and net 
profit. Are you satisfied that we have that information? 


Mr. URIE: Yes. 

Co-Chairman Senator CrRoLL: The second one: Show quotations at f.o.b. 
plant sales prices per unit of sume of ‘the principal products offered during 
selected weekly periods in 1965 and 1966. Are you satisfied? 


Mr. URiE: Mr. Connell is giving us separate information on that. There is 
certain other information with respect to co-operative advertising. 


Mr. NELLES: You wish to know from whom and how much? 


Mr. URIE: During the course of my examination I asked you for information 
concerning details of co-operative advertising. 
25077—4 
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Mr. CONNELL: Yes, we will deal with that. 

Co-Chairman Senator CROLL: Well what about the second item: Show 
quotations at f.o.b. plant sales prices per unit of some of the principal products 
offered during selected weekly periods in 1965 and 1966. Are you satisfied with 
that? I did not hear much information about that. 

Mr. CONNELL: We did not think that applied to our company, and therefore 
we did not have anything on that. 

Co-Chairman Senator CROLL: Perhaps it does not apply. Has anyone 
further questions? If not, I want to say to you, Mr. Connell, how much we 
appreciate your coming here. For an immigrant you didn’t do badly at all. Asa 
matter of fact, it is immigrants like you who helped to build this country to 
what it is, and we thank you for that. 

We need some more information, which we shall appreciate your getting to 
us as soon as possible. 

Whereupon the committee adjourned. 


CONSUMER CREDIT 877 


Appendix 1 


Joint Committee on Consumer Prices 


Suggested Topics for Discussion With 
Fruit and Vegetable Canners 


1. Comparative financial statements for the period 1960-1965 inclusive 
showing gross sales, margins, cost of raw materials purchased, salaries and 
wages, operating and selling expenses and net profit. 


2. Show separately annual advertising expenses and their relationship to 
gross sales for the six-year period. Detail principal charges made to this 
account. 


3. Show per-ton laid-down cost at plant of some of the principal fruits 
and vegetables purchased annually by years for the period. 


4. Show the cost of containers and other packaging materials for the past 
six years and show their percentage relationship to gross sales. 


5. Do you agree with the multiplicity of sizes of containers of certain 
food commodities which appear on the retail market today and, in your 
opinion, what level of marketing is responsible for new sizes? 


6. How do you determine that your sales prices are competitive? 


7. Generally, when pricing products for sale, do you employ fixed or 
percentage mark-ups or are the laws of supply and demand invoked? 


8. What is your sales policy respecting specialty items involving premiums, 


certificates redeemable by the consumer, cents-off deals, etc.? 


9. Show quotations at f.o.b. plant sales prices per unit of some of the 
principal products offered during selected weekly periods in 1965 and 1966. 


10. When volume sales orders are invoiced, is the billing net of all discounts 
or gross less discounts? 


11. Does your firm pack for wholesalers’ or retailers’ ‘private’ label? If so, 
what volume percentage of some selected items were packed in this manner in 
comparable periods in 1965 and 1966. 


12. Where applicable, detail the various manufacturing costs involved in 
processing an average ton of tomatoes into the resultant pack of tomato juice. 


13. Select ten major commodities manufactured by your firm and allocate 
production, warehousing and sales costs such as containers and packaging 
materials, raw materials, wages, advertising, direct and co-operative, etc. tc 
each. 


(Appendix 3 follows) 
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Estimate 
1963 1964 1965 1966 
102.00 $ 92.00 $ 120.00 $ 96.00 


102.00 110.00 124.00 124.00 


180.00 158.00 144. 


00 144.00 


38.98 38.78 42.21 47.62 


68.00 74.00 74. 
162.00 164.00 180. 
34.00 34.00 38. 


00 80.00 
00 202.00 
00 38.00 


46.00 74.00 92.00 66.00 
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Appendix 3 
Fruits and Vegetables — Cosi Per Ton Delivered 
1960 1961 1962 
Fruits — — —-. 
ADI eSics sortie \s $ 104.00 $ 80.00 $ 104.00 $ 
Peaches ...... 106.00 92.00 104.00 
PCHOS et kates 138.00 142.00 142.00 
Vegetables 
Tomatoes ... S.A 39.64 39.09 
- Cucumbers ... 72.00 68.00 70.00 
Pea Beans .... 146.00 150.00 158.00 
CARTOUS..4 wutasic 34.00 44.00 38.00 
Potatoes ....: 58.00 42.00 46.00 
Appendix 4 


Baby Food Tins 
Vinegar Jugs 


Packaging Materials —- Price Trends 


1960 1961 1962 1963 1964 


eel 


15 $19.09 $18.98 $19.68 $19.89 $20.18 
19 


& Lids 


Pickle Caps 12 oz. 
Baby Food Cases 
Baby Food Labels 
Ketchup Glass 11 oz. 


10 oz. Tins 


20 oz. Litho Tins 


Total Packaging 
% Gross Sales 


on 


oe oe « ee © © 6 6 & © @ s © ¢ 6 


per 1000 
each 

per 1000 
per 1000 
per 1000 
per doz. 
per 1000 
per 1000 


$19.28 $19 


17 . 
— Io, 
37 39.66 40.65 40.69 
OF oe ueihsOG tales athe 
38 39 39 39 


40.61 39 
1.62, 1 
36 


20.61 21. 
— 38. 


Appendix 5 


18 18 ay i 
08° 12.01 © 12:03" ' 12.04 


17 21.18 20.80 20.36 
78 39.02 38.52 37.80 


Average Hourly Paid Labour Rates 


1965 1966 


eS 


BN 
12.52 42:52 
40.94 41.93 
a hi ere Beye 
39 41 
21.02 21.30 
39.36 40.21 
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Appendix 6 


Analysis of Corporate Profit 


1960 1961 1962 1963 1964 1965 


% % Jo % %o % 
OSS ICS = ee 100 100 100 100 100 100 
Cash Discounts 
Volume Incentive 
Cooperative Advertising 
Deal Allowances .. 2.2.03... 6,1 6.0 in Ded 5.6 6.4 
INGLE Saleen i ace nt etm 93.9 94.0 92.8 94.9 94.4 93.6 
Ingredient Material 
Packaging Material ...... 47.7 48.1 47.2 46.7 47.6 48.2 
Wages 
SOLA TIES 6 pti he < wa cries wos 4 oe 16.7 16.2 151 16.3 16.5 18.7 
Freight 


Factory Operations 

Warehouse Operations 

Selling Operations 

Marketing Operations 

ALI Oirhers Cac Ge he ae 22.0 2 
income sraxten Se es 308: 3.9 


Prohte: Hhyeri oc. 288i a. 4 6 4.2 4.2 4.9 4.7 2.0 
Appendix 7 
Analyses of Marketing Cost 
1960 1961 1962 1963 1964 1965 
% % % % % % 
GrosS7Saledu. abr fine. BoC fs 100 100 100 100 100 100 
Advertising 
Magazines 
Roto 
Newspapers 
Radio 
ReAevision Wei. w 2.8 ee 3.2 3.2 Pay 3.) 


Merchandising and Promotion 
Direct Mail 
Store Material 
Samples 
Redemptions 
Pee PSII ee it ys ac, Eup 2.6 or on 2.4 2.4 


Total. Marketing «. ccs ces co oe 6.0 5.8 6.3 5.8 5.3 5.5 
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Appendix 8 


Cost & Price Analysis — Tomato Juice 


GropstSales ci@t.:... BPR. 2 GOBS, oo, MR oy Canes eet 100% 
Cash-Discomnts ..cRGT i. COTO so eR wk A 2.0 
Cooperatives dvertisme. jo) tert te et es oe eee ee 1.8 
Deals! and ‘Allowancés®’, .2 S262) , SYUE hss 8s ee: beet tnek!, 
WO pars 

NetaSalessana ... eu. Otho. “tee ae... Sa oe 89.3 
THSTECIEN tes sam «ca. A Os Sc SBPE 5) BAD. 6a. ee 19.7 
Packaginge. cb...» MAAR... AA. <. . AA 1 34.3 
La bo Ui a2 say) aie ox eas oie a a ee 12rd 
- Factory & Warehouse Operations ...............00 Ton 
pFreteht ).. 8.8%... 3.4%... © SE. .c% S| SEND a eee wae 520 
roicl Uk bat ee ee ay A Ra mewe Dene) OT A EO heb ly). > 1 3 
Advertising Gs 2A er ae eee © ooo ee 1.0 
Other Wages’*& Salaries. .....-..2.....-..<..eeuen 4.3 
Other Costs. . Meckwmieg Malia oo Pte Teenie BRO! Zao 
Income Tax ...4 0+ 4o00 once Re wee eee as) 
POT a4 Suerte ts ie eck, a5 Wat isin ln Sead eee ee: olan meanings a5) 
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Cost Analysis of 10 Typical Heinz Varieties 


A B ce D E F G H i J 
Sales Allowances 
Cash Discount .... 200 @a0: 2rOer 2.00012:0 2.0, 2305 2:0 2:0 72.0 
CO-0B ay sh ae 1: See ees ere oe em nk Oe ee oe epee Tyee eo 
Deals, Allowance & 
Volume, Incentive’ si (Sai) "6 i4. 2G 0 fia) 


— 
io) 
ry 
ay 
-~] 
for) 
(=) 
pr 
aS 
ol 
bo 
w 


Manufacturing 
Ingredients ....... 14.7. 2054-298 10,0 1778 25.00 820 7ediey 6 4 Oe 
Packaging. 6. en os 32.3 22.1, 19.6 37.04 26:4. 94.5 01.3 S950 eRim7 39.6 
Direct. Labour .... 3.9 1.3° 2.0 1.9 #2.6 2.0 .4.0° ‘S79 ORO 374 
Factory Overhead. 8.3 98.7%) 13.1 11.4 '14449815.0 © 10. PIemeeweaag 711 4 
Warehousing ..... 3.2 S.de-$2:6 7,4. U9tOen 976 8.0. Oe Bou 2.9 
Freightts6......©.:m%... 2.0 Sig SM. Pe sh0eo S46 oe erg ee 5 
Selling Expense .... 8.9 1.9. 3.0 2.8 25Otio5SakkT 4c ecGedasgs5em 8 7 
Marketing .t...405 7. 6.2% 6.0, 75 (296° © Telee S06) 16rd eye2Eon? 4.9 
Administration ..... 1.0 US. 5.9 %.2) * Te zee 7.1 | Tete eee 7 
INCOlmGmr PAX > 2h s.4, St2 4:6°6 os eee ee! een, i pee | seh: Weenealen 3.3 
INCU SPI: ok s Per els 2:9 6.1 iO 2065 ao Oe ee ed wohieton. . 3.0 


——— SS ——— s,s 
_—_——. eopieieasiianontaaee 
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—Upon resuming at 3 p.m. 

Co-Chairman Senator CROLL: I see a quorum. We have before the com- 
mittee Gerber Products of Canada Ltd. On my left is Mr. C. G. Smith, 
Vice-President and General Manager and he will introduce the other people 
who are here with him. 


Mr. C. G. Smith, Vice-President and General Manager, Gerber Products of 
Canada Ltd.: Thank you, Senator Croll. Ladies and gentlemen, I would like to 
introduce my associates. On my left is Mr. A. S. Peacey, Secretary Treasurer; 
Mr. J. J. Merrett, Manufacturing Manager; Mr. A. Theobalds, General Mer- 
chandising Manager, and Mr. R. T. Holman, Sales Manager. 


I would start by making two apologies. We finished this brief over the 
weekend. The facilities in Niagara Falls did not enable us to get a translation 
into French. 

According to the telegram we received on Thursday, we were to have 
advance copies, but we could not complete the advance copies because, as I said, 
we completed this brief only over the weekend, so the copies are available only 
today. 


(1) INTRODUCTION 

Our company is glad to cooperate with this Special Joint Committee of the 
Senate and the House of Commons on Consumer Credit inquiry into the trends 
in the cost of living in Canada and the factors which have contributed to the 
changes in the cost of living in recent years. We at Gerber make every effort to 
supply our customers with the highest quality baby food products at reasonable 
costs, even during this period of increasing costs. The following notes and data 
are presented in accordance with suggestions from the committee, but we have 
taken the liberty of adding some materials and commentary which we think 
might be helpful. 

We have intentionally made our presentation brief and to the point of this 
inquiry and have omitted excess verbiage and a lengthy discussion of our 
various activities, feeling that the committee was generally aware of the type of 
business and were more interested in the clear facts of our business. 


(2) DESCRIPTION OF BUSINESS 

Gerber Products of Canada, Ltd. is a manufacturer and merchandiser of 
baby food products. As our slogan indicates—“Babies are our business—our 
only business”, all of our research, production and merchandising efforts are 
directed entirely at the baby food business, we do not manufacture any other 
products. 

Our products are produced for the convenience of our consumers. The 
products are all pre-cooked, ready to serve. These are all produced using the 
very best ingredients with the highest nutritional standards. 

Our range of products falls into eight basic categories. These are strained 
foods, junior foods, meat dinners, meats, juices, egg yolks, cereals and teething 
biscuits. Each category provides nutritional needs, variety and familiarization of 
new foods and textures for the infant’s growth. We attempt to furnish the 
mother with a carefully produced product of the highest standards to meet the 
baby’s requirements from the first few weeks of life to the time when he or she 
can accept adult foods. 

Our share in the market at the moment is approximately 35 per cent. 
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In each of these product lines we have the following numbers of varieties. 
A wide selection is important to provide the baby with the necessary nutritional 
and variety experience desired: 


Strained. Nbedsyj. liv. «acd.ke@en see ewe lt . bare. 48 Varieties 
UOT POOUSc6 4 Sh Gu rek eid uae Sa ee a ee 30 % 
Junior Meat. Dinners)... e porsor. Sees eee oe dd 


DUEL CES Wut Roo, cir tec ale, be oh en ee re 


SAIN VOR is oy usa Uhgta: Fest than cnintow aR) « 
SURAT RIN LG COU NY CRN, fe ie ee are 
COTA RaNY RRRPOMN ooo. ts cule ee re SE @ 
Ee PYOIRES otss cates ee tn oe ee eee ee 


Variety 
Teething Bistuits ee tt. ee Se ‘ 


FR AAATAIA 


As you can see from this list we are, at present, producing 119 varieties at 
our production facilities located at Niagara Falls. 

Our present marketing area encompasses Ontario and Quebec. Until 1961 
we marketed nationally, but as costs increased and in an effort to concentrate 
our efforts in the more populated areas and keep our costs and prices down we 
withdrew from the Maritime provinces in 1961 and from western Canada in 
1963. This enabled us to concentrate our efforts in just these two provinces and 
we have realized continuing growth in these areas. 


(3) MATERIAL PURCHASING 

All fruits and vegetables used in our various products are purchased from 
primary producers either under a growing contract or at harvest time. Meats, 
flours, and other ingredients necessary for the production of our various items 
are purchased on a bid basis from suppliers. All ingredient materials are 
required to meet rigid specifications and are carefully inspected by our quality 
control section on delivery. We do not, at any time, compromise on the high 
standards for our products for a reduced price. The prices of raw materials, and 
fruits and vegetables, have increased in the past several years. The members of 
this committee are probably well aware of the method of establishing prices for 
fruits and vegetables as established to provincial marketing boards, and listed 
below are the prices paid for similar grades of selected fruits for the period 
1961 through 1966, delivered and unloaded at our plant: 


Item Fiscal Year Year Comparative Index 
POAC sy. 64 seein ae 1961 $105.50 100% 
1962 90.00 85.3 
1963 100.77 55D 
1964 101.74 96.4 
1965 106.76 pit 
1966 121.12 114.8 
1d SY ht Rep OE OR Yd ERED bi of 0) 1961 $102.50 100% 
1962 90.60 88.4 
1963 100.17 ta 
1964 102.04 99.6 
1965 87.83 85.7 
1966 117.82 114.9 
ROCESS! Cyt y cit Sore Yc eee 1961 $ 40.00 100% 
1962 37.40 OS wed 
1963 40.95 102.4 
1964 35.74 89.4 
1965 34.35 85.9 


1966 44.32 110.8 
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(4) CONTAINERS 


All of our products are produced in glass except juices, cereals, and 
teething biscuits. Gerber baby foods were in tin until J anuary 1962 when glass 
was introduced into Canada. This conversion from tin to glass was made due to 
consumer demand and has been sucessful because of consumer acceptance. 

Up to this point our brand share in the Eastern market was not showing a 
desirable trend. Our customer research in Canada and industry experience in 
other market areas indicated to us the consumer’s desire for a more convenient 
package. This prompted a major decision for a substantial capital investment, a 
complete change in containers, a complete retraining of our labour force. Our 
future as a baby food manufacturer in Canada depended on the success of this 
one critical decision. 

I would just like to draw your attention to the percentage of the previous 
year, under 1961, which was 90.7 per cent, and this indicated our trend at that 
particular time. Then I would draw your attention to the column on the right, 
where we called 1961 100 per cent and in the calendar year for 1965 we were at 
152.7 per cent of 1961. So the trend was in the right direction. 

The chart below, based on units, illustrates the acceptance by the consumer 
and the vindication of the decision: 


Calendar Percent of Percent 
Year Previous Year of 1961 
PORE BOS 1s. Si ire. PAG UO 90.7 100 
BIG2 OSTA! OW NED SG UNG: | 107.7 LOTS 
| gal dart MS AL a ica” ik i Error 119.7 
Se phe py peregen ieee bat heel said neinned 118.0 141.3 
LDL pagel: 4 ota path, ‘ieee Mendig Ci bi 108.1 Poe 


(5) GENERAL MARKETING PATTERN 

Our products are shipped from our plant warehouse directly to the 
customer warehouse. 
(6) PRICE HISTORY 

The price history of Strained baby foods, our major line, for the past six 
calendar years is as follows: (These figures are based on net to the customers 
and are those supplied monthly to the Dominion Bureau of Statistics. ) 


Net Price Delivered Customer, 
Carload Quantities, Cases of 


Year Containers 24 x 43 oz. 
Le ast: 20) e aS Mar at ben. ella AA ah Tin Pe 
DOS FOS ee Sledge ws eign x Glass $2.5152 
PMS eCAA oT. Seeks ba. te. Glass $2.5186 
1964, eds in ink Snore tne: Glass $2.5186 
OCS his. 2a Wat core dheye te. ies Glass $2.4672 
LOGG ewe. ale. lee. te and ice Glass , $2.6304 


Now, from 1962, the first year of glass, right up to the price of today, there 
has been an increase of 4.5 per cent. 


(7) PRICE POLICY 

All of our products are sold on a delivered basis with the same prices in all 
areas. All individual items in a product line such as strained foods or junior 
foods are at the same price. 
Cash Discount—We offer a 2 per cent cash discount on all orders paid within 10 
days of date of invoice. This has proven to be very beneficial to us during the 
past years of operation. 
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To pass on the economies in freight rates, handling, and invoicing effected 
by large volume shipments we offer a per cent truckload incentive allowance. 

Volume allowance—Due to the above and a competitive situation, we offer 
to our customers the opportunity to earn an additional 1 per cent allowance 
based on a minimum annual volume. 


(8) ADVERTISING 

We conduct an advertising program in the region in which we are 
marketing our products. Several media are used including magazines, newspa- 
pers, radio, etc. We believe that consistent advertising directed to consumers is 
a necessity in our business because of our constantly changing customers. We 
are losing completely satisfied customers every day because of their reaching an 
age where baby foods are not a necessary part of their daily diet. We must get 
our message to the new customer that is entering the market for our products 
every day. Our advertising program is directed to the mother and is primarily 
of the informational type discussing nutrition and other facts of value to the 
mother for feeding her baby. Our annual advertising expenses will be covered 
in a later exhibit (Exhibit A) and will show a downward trend in relation to 
total sales dollars during the period being considered. Over the period under 
study our media advertising was reduced from 7.4 per cent to 5.5 per cent of the 
net sales dollars. 


(9) OTHER ADVERTISING 

We participate in other types of programs with the trade and with the 
mothers to stimulate the sales of our products. We have a co-operative 
advertising allowance with the trade of up to 3 per cent on purchases—paid on 
proof of performance. This provides for special store merchandising programs. 

In addition to this we have mail and hospital programs directed ‘to new 
mothers, Doctors and clinics. This would include such things as information 
service to mothers and Doctors, Hospital Kits which acquaint the mother with 
our products, clinical booklets as an aid to bringing up baby, information on 
nutrition, special products, and other similar information. These are additional 
programs designed to bring our message to our ever changing customers. This 
program cost 2.5 per cent of our net sales last year. 


(10) PREMIUMS 

Our attitude and policy respecting specialty items involving premiums has 
been requested. We have occasionally offered premiums such as baby spoons, 
and other similar items which are self liquidating premiums. These are supplied 
to the consumer at our cost. 


(11) CONTAINER SIZES 
Standard sizes are established under fruit and vegetable regulations or 
have been standardized in the industry. 
Our container sizes are as follows: 
Strained food, strained and junior meat dinners, and 
Strained juices are all 4-3/4 oz. 
Junior foods are 8 oz. 
Strained and junior meats are in 3-1/2 oz. 
Cereals are in 8 and 16 oz. packages. 
Junior juice is in a 6 oz. tin container. 
(12) FINANCIAL STATEMENTS 
Comparative summaries of operations for fiscal year 1961 through 1966 are 
included here as Exhibit A. Our fiscal year ends on March 31st. 
(13) COST OF SALES 
An expansion of the cost of sales figure in Exhibit A. and a summary of 


salaries, wages and employee benefits costs by fiscal years is appended as 
aes ey Syae 


CONSUMER CREDIT 885 


(14) PRODUCT LINE COSTS 
A breakdown of ten major commodities showing the allocation of costs, 
and expenses relative to selling price is shown as Exhibit C. 


(15) PRODUCE 

Marketing Board for Produce from 1958 to 1966 is shown as Exhibit D. 

Most of Exhibit A is self-explanatory. I would like to make three or four 
comments, though. The first line is net sales rather than gross sales. All our 
reports are based on net sales. This is the reason for our having done it this 
way. If it is desirable to have gross sales, we can have this computed and then 
supply it to you. You can advise me on that later. 

Under Gross Margin you will notice that this has fluctuated from 40.9 in 
1961 to 34.9 in 1966. Media Advertising, which is the third line under Expenses, 
shows that the figure has fluctuated from 7.4 in 1961 to 5.5 in the last fiscal 
year. The total of Transportation & Warehousing is down from 6.3 in 1961, and 
6.8 in 1962, to 4.6 in 1966. This is due to various efficiencies which actually 
decreased the cost percentage of sales. In the last line under Containers you will 
notice it went from 22.8 in 1961 to 30.3 in 1962 and 29.0 in 1966. 

In the next exhibit which is Cost of Sales is production information cost on 
products sold at factory cost. You will notice under the fourth line where it says 
“Other Production Expense” which includes depreciation, maintenance of 
equipment, etc., it went from 183 in 1961 to 365 in 1966. This is about double. 

On the bottom half of that sheet under Salaries and Wages, the fluctuation 
is the same or at a lower level. Salaries and wages have increased, and this 
again illustrates the necessity of volume in our business. The next appendix sets 
out operating statistics. This is based on dozens. The total operating expenses as 
well as some of the total costs of sales are shown here. These items are part of 
our strained line and it is impossible to break off the individual item cost. The 
last appendix is the record of marketing board prices. 


That is our brief. 
Co-Chairman Senator CrRoLL: Mr. Saltsman. 


Mr. SALTSMAN: I am very interested in some of the statistics and tables you 
have given us, because I think these are very meaningful figures for us, and 
certainly as far as the consumer is concerned. I would like to put this on the 
record because I think it is fairly important to point out, and I am referring to 
Exhibit C, that if you look at practically any of the products and look at the 
ingredient material or direct labour, you will find it is frequently less than the 
marketing expenses. Would you agree with that conclusion? 


Mr. SMITH: Yes. 


Mr. SALTSMAN: I would like to compliment you on putting marketing 
expenses as a meaningful figure there instead of trying to separate it out in 
other ways. This is what we have to know, the cosis of marketing some of these 
products. I would also like to put on the record the fact that the prices for 
containers frequently exceed the prices for ingredient materials. 


Mr. A. S. Peacey, Secretary Treasurer, Gerber Products of Canada, Lid.: 
Yes, but in that situation we are only talking about strained food. As a general 
rule, we could not agree that that is the case. 


Mr. SALTSMAN: What would the exception be? 


Mr. PEACEY: Well, in the case of meats, for example. In meats alone the 
ingredients could cost $1.20 and the container only 30 cents. Not all our items 
follow this pattern where the ingredient content is lower in cost. 
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Mr. SALTSMAN: But where you have fruit and vegetables rather than meat, 
your pattern follows, and where you have higher priced ingredients the pattern 
changes. But even in those cases the container forms a higher portion of the 
cost. 


Mr. PreaAcery: I think these are reflected in the totals on Exhibit A at the 
bottom. 


Mr. SALTSMAN: This would take in the overall picture on Exhibit A, 
because even on Exhibit A your total marketing expense is 38 per cent, is that 
correct? 


Mr. SmitH: Looking at 1961 it is 38 per cent, but that has been reduced in 
1966 to 23.5 per cent, and I think this would be meaningful. 


Mr. SALTSMAN: At the time your marketing expenses were 23.5 per cent 
your ingredient position was 20.6 per cent, so that even on that picture your 
marketing expenses exceed the ingredient cost. 


Mr. SMITH: On the overall picture, yes. 


Mr. SALTSMAN: Again the containers in this instance exceed the ingredient 
cost by almost 30 per cent. The ingredient cost is 20.6 per cent, and the 
container cost is 29 per cent. 


Co-Chairman Senator CROLL: Just a minute. It is awfully hard to get a 
shake of the head on the record. Just keep saying yes or no—mainly yes. 


Mr. SALTSMAN: Your ingredient as a percentage of cost represents about 
one-fifth of the cost? 


Mr. SMITH: Yes. 


Mr. SALTSMAN: This would in many cases be the return to the primary 
producer? 


Mr. SMITH: Yes. 


Mr. SALTSMAN: I would like to ask some general questions about the way 
this particular business is conducted. I am talking now about baby food. How 
much volume is required to stay in business in the baby food industry? What 
volume do you require? We heard another firm had 80 per cent of the market as 
against your 20 per cent. 


Mr. SMITH: We are 35 per cent of the market in the area in which we 
operate. 


Mr. SALTSMAN: There is only one other competitor? 
Mr. SMITH: Yes. 

Mr. SALTSMAN: With presumably 65 per cent? 

Mr. SMITH: In the area in which we operate, yes. 


Mr. SALTSMAN: Because you operate in less than the total area in Canada; 
the overall percentage in Canada or in the Canadian market would be some- 
what different? 


Mr. SMITH: Yes. 
Mr. SALTSMAN: You operate in Ontario and Quebec? 
Mr. SMITH: Yes. 


Mr. SALTSMAN: In this regard your share of the total Canadian market 
would be less than 35 per cent? 


Mr. SMITH: Yes, I think the 20 per cent is a very realistic figure when you 
talk about the whole country. 


Mr. SALTSMAN: Could you stay in business on any smaller volume of the 
Canadian business than what you have now? 


Mr. SMITH: Operating as we are, no. 
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Mr. SALTSMAN: On page 3 where you say that the conversion from tin to 
glass was made due to consumer demand—how did you interpret this consumer 
demand? How did your company decide there was a consumer demand since 
there were no glass jars on the market at that time? 

Mr. SMITH: We had the experience of other areas, and we market-tested 
with the Canadian consumer. 

Mr. SALTSMAN: Were representations made to you by consumer organiza- 
tions or by individual housewives asking you to put food into glass jars? 

Mr. SMITH: I would ask Mr. Holman, our General Sales Manager, to answer 
that. 


Mr. R. T. Holman, General Sales Manager, Gerber Products of Canada Ltd.: Yes, 
we get letters from mothers all the time, and we had a great number of 
letters coming in from mothers who had been in other parts of North America 
and had seen the glass jars. This demand is there. We went out on the market 
and decided to see whether there was a demand in Canada, as the letters 
indicated. 

Mr. SALTSMAN: Did they indicate that they were willing to pay a higher 
price? 

Mr. HoLMANn: When we did our market research we indicated what the 
price would be approximately, and they indicated it would be a good buy. 

Mr. SALTSMAN: Was there any spontaneous approach on the part of 
consumers for a certain product and an understanding on the part of the 
consumer that these things would cost her more money, if these products were 
brought on to the market in this particular form? Did you get any indication of 
this type from the consumer saying, “Put this on the market, and we will be 
willing to pay more money if you do it’’? 

Mr. HoLtMaNn: Certainly, we did get indications from the mothers they 
would be willing to pay more money for it. 

Mr. SALTSMAN: Would you say this message to you was substantial? How 
many letters, for example, did you receive? 


Mr. SMITH: I do not think this is a fair question, and we would not have a 
record of the amount of letters. There was a substantial inquiry. 


Mr. SALTSMAN: The reason I ask is, continuously we are hearing on the 
committee that the consumer is demanding certain things, and that this is why 
the consumer sometimes happens to pay more money, for packaging or sales 
arrangements or other things. We are trying to isolate to what extent the 
consumer demands things, and to what extent the people in business decide this 
is what the consumer is going to have. 


Co-Chairman Senator CROLL: Do we not have to find out who went 
into this business first, and make some headway that way? 


Mr. SMITH: How big is the ring in the nose of the consumer? I do not think 
it is as big as Mr. Saltsman sometimes indicates. 


Mr. SALTSMAN: You went into glass first? 

Mr. SMITH: No. 

Mr. SALTSMAN: Who went into glass first? 

Mr. SMITH: Swift. 

Mr. SALTSMAN: Then what happened? 

Mr. SMITH: Then we went into glass. We were the major factor in the glass. 
Mr. SALTSMAN: When Swift went into glass, did they start going into your 


market appreciably and that forced you to go into glass? We had evidence from 
other companies they did. 
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Mr. HotMAN: Swift’s had no history of introducing strained junior foods 
prior to their introduction in Canada. At the same time we had been getting 
consumer demands. We knew from the history in other places in North America 
and throughout the world what would happen, so we hopped quickly to meet 
the demand that was there. 

Co-Chairman Senator CROLL: How much of a head start did Swift have 
on you? 

Mr. Hotman: Truthfully, I cannot really remember. 

Co-Chairman Senator CROLL: Can you estimate? 

Mr. PEACEY: It might have been six months. 

Co-Chairman Senator CROLL: Six months head start on all of you? 

Mr. PEACEY: I am guessing. 

Co-Chairman Senator CROLL: This was a very popular approach to the 
consumer, was it not? 


Mr. SmitH: I think we would have to go back and see what distribution 
they had in this sort of thing. As indicated again this morning they had rather 
limited distribution compared to the other two people in the business. 

Co-Chairman Senator CROLL: But they were first in the field that was 
attractive? 

Mr. SMITH: Yes. 

Co-Chairman Senator CROLL: And they had almost six months head start 
on the rest of you? 

Mr. SMITH: Six months is not very long. 


Co-Chairman Senator CROLL: It turns out it is not very long because they 
went flat on their backs. What was it—the product; or what was it—selling? 


Mr. SALTSMAN: When Swift’s introduced their food in the glass jars, how 
did they compare in price with your products on the market at that time? 


Mr. HoLMAN: It would be the same comparison ratio of 1961. 


Mr. SALTSMAN: Was the price to the consumer the same in the glass jar or 
in the tin? Was Swift’s product in the glass jar being sold on the market at the 
same price as your product in the tin? 


Mr. HoLMaNn: No. 

Mr. SALTSMAN: It was sold at a higher price? 

Mr. HOLMAN: Yes. 

Mr. SALTSMAN: How much higher? 

Mr. HotMaAN: Three cents a unit, if I remember correctly. 

Mr. SALTSMAN: What year did you go into glass? 

Mr. SMITH: 1962. 

Mr. SALTSMAN: Looking at your financial statement, it indicates a number 
of years with a substantial loss until you reached—what page was this on? 

Senator O’LEaRY (Antigonish-Guysborough): Page “A”. 

Mr. SALTSMAN: Yes, on Exhibit ‘‘A”’. 

Mr. SMITH: Yes. 

Mr. SALTSMAN: Your company was losing money in 1961, 1962, 1963 and 
1964; and then you start to show a profit in 1965. What year did your 
competitor go into glass? 

Mr. PEAcEY: The summer of 1965. 

Mr. SALTSMAN: Whereas there was a time lag of approximately six months 
between the introduction of glass by Swift’s and your introduction of glass, 


CONSUMER CREDIT 889 


there is a time lag of almost three years before your competitor went into 
glass—is this correct? 


Mr. SMITH: Yes. 


Mr. SALTSMAN: I presume your competitors had the same market research 
facilities at their disposal, and they could see the trend taking place and the 
improvement of your market position over these years. Have you any idea why 
they did not go into glass for three years? 

Mr. SMITH: No, I do not. 


Mr. SALTSMAN: I presume if you had not gone into glass and had not had 
those three years in which to improve your market position, you might not be 
here appearing before the committee today. I mean, you were in rather bad 
shape previous to this, judging from your financial statement. 

Mr. SMITH: That would be indicated. 


Mr. SALTSMAN: In those three years you had the pressure with the 
introduction of glass and went on building up your sales that put you back into 
-a more competitive position in the market. 

Mr. SMITH: Yes. 


Mr. SALTSMAN: Suppose your opposition had gone into glass at the same 
time you had gone in, do you feel you could have weathered the storm? 

Mr. SMITH: This is very hypothetical. 

Co-Chairman Senator CROLL: He does not know. 

Mr. SALTSMAN: The reason I ask this question is, it strikes me as rather 
strange that a firm that was able to take 80 per cent of the market and has all 
the market research facilities at its disposal and all the costs advantages at its 
disposal, should wait three years. What I am wondering is whether there has 
not been some deliberate policy on the part of your opposition to ensure you 
stay in business—to put it in very blunt terms. 

Co-Chairman Senator CROLL: Let us get on. 

Mr. SALTSMAN: All right, let us get out of there. 


On page 6 you indicate you offer a premium such as a baby spoon. Is this 
baby spoon attached to the jar? 

Mr. SMITH: No, this is a book of coupons that are on the point of sale, and 
the mother takes one of these coupons off and sends it together with 35 cents to 
our general offices and she is mailed a spoon. 

Mr. SALTSMAN: This would be known as a self-liquidating premium? She 
would pay the cost as well as send in the coupon? Does she send money along 
with the coupon to obtain the spoon? 

Mr. SMITH: Yes. 

Mr. SALTSMAN: On page 6, where you list your sizes—42 ounces, 8 ounces, 
33 ounces—are these similar in sizes to those of your competitors? 

Mr. SMITH: Yes. 

Mr. SALTSMAN: They are exactly the same size? 


Mr. SMITH: The 4% and 8-ounce sizes are established by the fruit and 
vegetable departments for size and volume. 


Mr. SALTSMAN: I think we have been able to indicate that the marketing 
costs are a substantial cost in the price of this particular commodity. You have 
indicated your need to continue with marketing operations, and that is very 
understandable. Certainly you have to maintain your share of the market, and 
convince the consumer to use your products, just as your competitors have to 
do all that they can to convince her to use theirs. I would like to put this to 
you: Does this selling cost that you have indicated not constitute ultimately a 
cost to the consumer. 
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Mr. SmitH: All costs are ultimately reflected in the price charged the 
consumer, or are taken up by way of a lesser profit. 

Mr. SALTSMAN: But you can do only with so much lesser profit. You have to 
make a minimum profit in order to stay in business, so there is a floor below 
which your profit cannot go, and where this cost must be reflected the other 
way. It can be taken up in other ways, but at some point it has to be passed on 
to the consumer in the form of a higher price; is this not correct? 

Mr. SMITH: Yes. 

Mr. SALTSMAN: If the competition becomes more ferocious then I suppose 
costs will be added on to a further extent—that is, if the gimmicks become 
larger and the promotions increase. If your promotional costs as a percentage of 
your total sales increase they will then have to be borne by the consumer? 

Mr. SMITH: If what you state is true, yes. 

Co-Chairman Senator CROLL: What did he say that could not be true? 

Mr. SALTSMAN: I am putting to you that as promotional costs increase then 
the costs to the consumer increase. We have been told here that advertising does 
not cost the consumer anything, and that promotions do not cost the consumer 
anything. 

Co-Chairman Senator CROLL: Not everybody has told us that. 

Mr. SALTSMAN: Some have told us that it is not cost-developing. 

Mr. URIE: They said it was self-liquidating. 

Mr. SALTSMAN: I am inclined to think that that may be true up to a 
point—that advertising up to a point will help the consumer—but you do reach 
a point where it is no longer an aid to the consumer and it becomes a direct 
built-in cost which the consumer must pay, and for which he does not receive 
much value. Suppose these advertising costs were cut in half for the whole of 
the industry—suppose advertising and promotional costs were reduced by 
half—would the consumer suffer as a result? I am assuming that this is done 
throughout the industry. 

Mr. SMITH: Yes, I think she would. Nearly all of our advertising is directed 
to giving some message on nutrition, hints as to the raising of children, and that 
type of thing. 

Mr. SALTSMAN: How do you get this message across? Do you put it on each 
jar? 

Mr. SmitH: No, no—what was that? 

Mr. SALTSMAN: How do you get this message across to the consumer? What 
is the mechanism used in respect to helping the consumer as you have described 
through advertising? 

Mr. SMITH: Through information in the advertisements. 

Co-Chairman Senator CROLL: What sort of advertisements—newspapers, 
radio— 

Mr. SMITH: Yes, newspapers, radio, television, baby booklets and that type 
of thing. 

Mr. SALTSMAN: Those are all the questions I have. 

Senator O’LEARY (Antigonish-Guysborough): I apologize, Mr. Chairman, 
for going back to the glass, but I do have a couple of questions with respect to 
it. Do you recall when you first went into the Maritimes? 

Mr. PEACEY: Yes, until 1958 our company was organized differently. It was 
a jointly owned company known as Gerber-Ogilvy, and we were selling Gerber 
baby food in the Maritimes in 1950. 

Senator O’LEARY (Antigonish-Guysborough): What was your experience 
there from the viewpoint of cost? Did you find it a very high cost operation? 
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Mr. PEACEY: Yes, we did, and also from the distribution standpoint. 

Senator O’LEARY (Antigonish-Guysborough): Then, you withdrew from the 
Maritimes in 1961 when you came out with glass containers? 

Mr. PEACEY: Yes, probably just prior to coming out with glass. 

Senator O’LEARY (Antigonish-Guysborough): Was it near the end of 1961. 

Mr. PEACEY: No, we were out by April of 1961. 

Senator O’LEARY (Antigonish-Guysborough): Was there anything Ssignifi- 
cant over and above the fact that you withdrew from the Maritimes, as you 
State in your brief in 1961, to keep your costs and prices down? If you were 
going into glass then I can understand that, but were there any other factors? 

Mr. PEACEY: Frankly, we felt that we were losing money on our distribu- 
tion in that area, and we withdrew to cut our losses. 

Senator O’LEARY (Antigonish-Guysborough): Did you check to determine 
whether it was possible for you to increase your volume after you began to use 
glass entirely? 

Mr. PEAcEY: I do not think we had seriously considered glass at that time. 

Co-Chairman Mr. Basrorp: I take it from what you said that in Western 
Canada there is only one baby food distributor? 

Mr. PEAcEyY: That is correct. 

Co-Chairman Mr. Basrorp: What effect do you think this has had on prices 
of baby food in Western Canada—the fact that the market is occupied by only 
one producer. 

Mr. SMITH: Honestly, I do not know what the prices are out there. 

Co-Chairman Mr. BasrorpD: The chain stores have said to us that their sole 
concern is to supply good quality merchandise at a low price, and I am 
wondering whether you have received any encouragement from the chain stores 
not to vacate Western Canada? 

Mr. HOLMAN: The chain stores asked us to remain in Western Canada. 

Co-Chairman Mr. BAsrorpD: How did they ask you? 

Mr. Hotman: They suggested that they would like us to remain. 

Co-Chairman Mr. BASForD: Were they prepared to do anything about you 
having to stay? 

Mr. HOLMAN: Very little difference— 

Co-Chairman Mr. Basrorp: I understand that most of the chain stores are 
represented here this afternoon, but I would like you to speak frankly. 

Mr. HoLMAN: The decision was based not so much on what they could do 
for us, but on whether we could operate at a profit when distribution costs et 
cetera were exorbitant in respect of our operation. 

Co-Chairman Mr. Basrorp: Why do you feel that your competitor can 
operate out there, and you cannot? 

Mr. SMITH: He has an adequate share of the market which enables him to 
operate at a profit, I assume. I have not seen his balance sheet in respect of 
Western Canada, so I do not really know. This is an assumption. 

Co-Chairman Mr. BASForRD: The share of the market that he would obtain 
would, to a great extent, be dependent on the chain stores, would it not? 

Mr. SMITH: I do not think I am really following you, sir. 

Co-Chairman Mr. BAsrorD: It seems to me—and correct me if I am 
wrong—that the processors live or die depending on what the chain stores do, 
because they are the biggest outlet for food items. 


Mr. SMITH: Yes. 
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Co-Chairman Mr. Basrorp: If all the chain stores stopped buying your 
product, you would be dead. 

Mr. SMITH: Yes. 

Co-Chairman Mr. BASFoRD: You could not live on the independent grocer 
who wanted to stock Gerber’s? 

Mr. SmitTH: That is true. 

Co-Chairman Mr. BASForRD: So, surely, by giving you their market support 
the chain stores could have kept you in Western Canada, could they not? 

Mr. SmitH: There just was not the consumer demand for our product in 
Western Canada when we were there, operating as we were. 

Co-Chairman Mr. BASForD: How many chain stores were you selling to in 
Western Canada? 

Mr. HoLMAN: We had distribution to all chain stores—all voluntary group 
stores. We had excellent distribution. 

Co-Chairman Mr. Basrorp: Is that true in Ontario and Quebec now? 

Mr. HotMaNn: Yes, we are in all stores, practically. 

Co-Chairman Mr. BasrorD: I was asking this morning about how pro- 
ducers such as yourselves obtained sales to the chain stores, and how you get 
your products into the chain stores. Would you like to discuss that for a 
moment? 

Mr. Houtman: I am not sure of exactly what aspect of it you want. Once our 
line is distributed, do you mean to ask how we get a new variety in, or how we 
got our varieties in in the first place? 

Co-Chairman Mr. BASForpD: Both. 

Mr. HotmaAn: Let us talk about a new variety. Once we find a need for a 
new variety, either through consumer research or an intelligent look at the 
market after researching in respect of that product, we will then come up with 
a package program that will tell the retail operator of the need for the new 
item, and what its potential is. Then we pack it together with probably an 
introductory allowance, which could be passed on to the mother at a more 
economical price if she wished to try the process, and we present it to the retail 
operators with the potential bargaining earnings. 

Co-Chairman Mr. BasrorD: To whom do you present this at Dominion 
Stores? 

Mr. HoLMAN: We present it to a buyer. 

Co-Chairman Mr. Basrorp: Does he make the decision? 

Mr. HoLMAN: I am not exactly sure who makes the decision, but we present 
it to a buyer and he gives us the decision on it. 

Co-Chairman Mr. BAsrorD: What terms are negotiated when you are 
making this presentation? 

Mr. HoLMAN: We do not negotiate any terms of sale. In fact, when we 
introduce a product we establish a price and the promotional program with it 
and we present it to the chain stores, and that is our program. We do not 
negotiate prices between one and the other. 

Co-Chairman Mr. BAsForD: I presumed you would have a list price 
that you work from, but are elements of package promotion negotiable? 

Mr. HoLMaANn: No; we treat all customers equally. 

Co-Chairman Mr. Basrorp: Supposing all buyers say, no, we are not 
interested. 

Mr. Hotman: Then we scratch our heads and come out with another 
program, and try to find out the reason it is not accepted. 
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Co-Chairman Mr. BAsForD: Do they tell you why they are not interested? 

Mr. HOLMAN: Yes and no, depending on the retailer. 

Co-Chairman Mr. BAsrorD: Which ones tell you the reasons they are not 
interested? 

Mr. HotMan: I really don’t remember. 


Co-Chairman Mr. BasrorD: What would they tell you, that the rebate 
to them was not enough or the co-operative advertising was not enough? 


Mr. HoLmMan: No, that would not come into the conversation because our 
rebate program is a standard program for all accounts, and no one account will 
tell us that he deserves to get more than another. We treat them equally well, 
which I believe they all notice. 


Co-Chairman Mr. BasrorD: Does that apply to co-operative advertising 
also? 


Mr. HOLMAN: Yes. We have quasi co-operative advertising up to 3 per cent 
for everyone. 


Co-Chairman Mr. Basrorp: Up to 3 per cent. How does that work? 


Mr. Hotman: Not all distributors have package promotion as a vehicle 
which you can promote in their stores. 


Co-Chairman Mr. Basrorp: Those that do, would get 3 per cent, and 
those that don’t would get nothing. What I was getting at is that it is a 3 per 
cent variable. 


Mr. Hotman: If they do nothing to sell. 


Co-Chairman Mr. Basrorp: How do you obtain your shelf space for 
this super chain when you are dealing with them? 


Mr. SMITH: Proof of performance. 


Co-Chairman Mr. Basrorp: Do you have any complaints as to how you 
are allotted shelf space? 


Mr. HoLMAN: As a salesman, I would like to be able to say yes; but, no, I 
have no real complaints, However, I think it comes down to performance in the 
market place, and you deserve what your performance is. 


Co-Chairman Senator CROLL: Mr. Urie? 


Mr. UriE: Mr. Smith, I would like to study your corporate state for a 
minute. You are a wholly-owned subsidiary of an American company? 


Mr. SMITH: At Fremont, Michigan. 

Mr. URIE: Do they conduct exactly the same type of business in the United 
States? 

Mr. SMITH: Exactly. 


Mr. URIE: Could you give us roughly, at least according to years, your gross 
sales of your company in the United States? 


Mr. PEAcEY: They publish consolidated figures of about $190 million. 
Almost all of that is domestic, but that would include our funds. . 

Mr. URIE: That includes your sales. What is their net profit for the last few 
years? . 

Mr. PEAcEy: I do not have it with me. I would be guessing. I think around 
between 6 and 7 per cent. 

Mr. URIE: Six and 7 per cent? 

Mr. PEACEY: I believe it is in that neighbourhood. 

Mr. URIE: What is your net profit as a percentage of gross sales? You have 
given us figures on a net sales basis. What do you mean by net sales? 
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Mr. Peacry: Net sales are just our billed sales less our cash discount and 
the other two discounts that Mr. Smith mentioned in his brief, the one per cent 
truck load allowance and the one per cent volume rebate. 

Mr. UrtE: To make comparisons a little more readily obtainable, I wonder 
if you could supply us with your similar figures of gross sales, please. 

Mr. PEACEY: We can compute them. We never do keep them that way. Our 
books are kept in net sales, but we can compute them. 

Mr. UriE: Can you do that without great difficulty and expense, because we 
have no methods of comparison unless they are all on a similar basis? 

Mr. PEACEY: We will be glad to do it. 

Mr. Urigz: This would also require you to reconstitute your percentages for 
advertising, and so on, a little, and they might vary a little bit. 

Mr. PEAcery: It will be an extremely small amount, yes. 

Mr. Urie: Because the percentages given us in Appendix A are all as a 
percentage of net sales. 

Mr. PEACEY: Yes, but if you figure your gross sales at about 104 per cent to 
105 per cent of that net figure we would be very close. 

Mr. UrtE: To get into this question of sales, if you turn to exhibit A and 
look at marketing expense under the items media advertising, co-operative 
advertising, direct mail promotions, if all of them should be added together, I 
would take it to make a total for your advertising and promotional expenses, is 
that right? 

Mr. PEAcCEY: They could be. We were trying to furnish a little additional 
detail. 

Mr. Unie: But I am trying to find out if you added them altogether, would 
that be your total advertising cost? 

Mr. PEacey: Yes, advertising and promotion. 

Mr. Unig: What does the general marketing heading encompass? 

Mr. PEACEY: It could have been lumped under administration. That would 
be your general sales manager and your advertising and promotion manager 
and their group—their general administrative office for the marketing depart- 
ment. 

Mr. Urte: Really that would be another advertising and promotional 
expense, would it? 

Mr. SmitH: No, not any more than the direct force. This is administration 
of the sales end of our business, general marketing. 

Mr. Urre: Would it be fair to say that taking the other three items I spoke 
of a minute ago, that is, media advertising, co-operative advertising and direct 
mail, your total advertising and promotional expense would be roughly 10.8 per 
cent? 

Mr. Smitu: The total of those, 10.8 per cent, yes. 

Mr. UriE: Now, how do you market your products, by direct sales, or to the 
retailers, or do you sell to wholesalers and food brokers? 

Mr. SmitH: We do not sell to food brokers. We sell to chains and 
wholesalers. 

Mr. Uric: What are the percentages in respect of sales; what percentage 
would you sell direct and what percentage through wholesalers? 

Mr. Smitu: I do not think we have that information available. 

Mr. Hotman: Approximately 60 per cent chains, and 40 per cent wholesal- 
ers. 

Mr. Urte: And are the terms of the sale to each the same? 
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Mr. SMITH: Exactly. 


Mr. URIE: I would like you to enlarge a little on the questions Mr. Basford 
asked you. Do you have any instore demonstrations with your products? 
Mr. SMITH: No. 


Mr. URIE: You have samples, I presume, and that comes under your direct 
mail advertising? 


Mr. SMITH: That is correct. 

Mr. URIE: And coupons? 

Mr. SMITH: Yes. 

Mr. URIE: Coupons also come under that? 

Mr. SMITH: Yes, direct mail. 

Mr. URIE: What about the redemption of your coupons, what percentage of 
redemption do you have? 

Mr. PEACEY: What percentage of what is issued? 

Mr. URIE: Yes. 


Mr. PEACcEY: I think this varies with the type of campaign. On some direct 
mail campaigns, it could run as high as 30 per cent of the mailing data sent out. 
In others it would be very much lower than that. 

Mr. URtE: Does that depend on the area in which they are issued, or does it 
depend on the time or the nature of the promotion or what? 

Mr. SMITH: I wish that we could know. 

Mr. UriE: So far as relations with the chain stores are concerned, or in 
other direct sales, have you ever negotiated with the chains for the purchase 
there of aisle or end space for your displays, and, if so, on what basis? 

Mr. HOLMAN: We negotiate. We have 3 per cent co-operative advertising up 
to this on, say, chain lines up to $10,000. We have this amount to spend. They 
have various packages that we can buy. We can negotiate which packages we 
will buy. 

Mr. URIE: You means the chains make offers to you of the opportunities of 
display in certain areas available to you, which you can either purchase or 
reject as the case may be. 7 

Mr. HoLMaAn: That is correct. 

Co-Chairman Mr. Basrorp: What happens if you reject them? 

Mr. HOLMAN: We quite often come back with a counter proposal. 

Co-Chairman Senator CROLL: That is not negotiating, my friend. 

Mr. Hotman: Not in negotiating price but in negotiating the type of 
promotion. They may have a type of promotion which is not applicable to baby 
food and we might suggest another type of promotion which we think is better 
and more applicable to baby food. 

Mr. URIE: That is negotiation as to the type of advertising. Is there 
negotiation as to price? 

Mr. HoLman: No. 

Mr. UriE: All they say is, “You pay this much” and you either pay or you do 
not get it? 

Mr. HOLMAN: Could you rephrase that? I do not hear everything. 

Mr. URIE: Does the chain store say to you, when you have negotiated the 
form in which you are going to make the display, when that is the fait 
accompli, does the chain then say to you, “We will give you this on payment of 
so much,” which you may accept or reject. 

Mr. HOLMAN: They have the cost for their promotion. This type costs X 
dollars, and it offers A, B, C, D, E, F. 
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Mr. URIE: What is A, B, C, D, E F? 

Mr. Hotman: It may be end displays, window banners, special pricing, or 
something like that. 

Mr. Urir: These are all advertising prices and you can either pay that or 
you do not take it? 

Mr. HOLMAN: That is correct. 

Mr. Urte: The initiative is taken by the store and then you can either 
accept or reject. That is all I am asking you? 

Mr. HOLMAN: Yes. 


Mr. UriE: If you should be offered opportunities of any one of these 
promotional devices and you reject the offer, what happens then? Do your 
goods get on the shelves, even on the standard ordinary shelves, or are you put, 
as I understand the term is in the industry, on a dry fee? 


Mr. Hotman: It has never happened to us. 

Mr. URIE: Because of the fact that you always agree to purchase the 
supplies available for promotion? 

Mr. HoLMan: No, we do not always agree. We will come back and suggest 
other promotions which are more applicable to our type of business and 
knowing what the previous values were. 

Mr. URIE: If they agree to that and then you come down to the question of 
price, would you say “‘That is too much, we are not going to take that”? and do 
they cut you off as far as this is concerned? 

Mr. HoLMAN: We have never had that. 

Mr. SMITH, M.P.: Surely the stores do not have much chance in regard to 
baby food, do they? It is you or Heinz. They have to sell baby food? 

Mr. URIE: Have you ever heard of it happening in other stores? 

Mr. HOLMAN: I never have. 

Mr. UrIE: What about the displays you have in stores? Must you set them 
up, or do you set them up yourselves, or must the stores set them up for 
themselves? 

Mr. HOLMAN: Depending on the area. Some stores are quite heavily 
operating under a union. We do not touch those shelves. In most stores we put 
on these displays and put the product on the shelves. 

Mr. URIE: You do not charge those displays of a product through your 
company, for setting them up? 

Mr. Hotman: No. 

Mr. URIE: Do you have a choice of space they have for your product—eye, 
under eye level, or both? 

Mr. HOLMAN: We hope that our sales force are influencing that choice. 

Mr. URIE: Do they attempt to do so? 

Mr. HOLMAN: They do. 

Mr. URIE: Do they have to make a payment by way of cash or other subsidy 
in order to achieve that desired result? 

Mr. Hotman: Never. 

Mr. URIE: It is only by performance? There is just one other area I would 
like to explore, Mr. Chairman. I noticed that you stated, Mr. Smith, that you 
purchased in respect of fruit and vegetables, under a growing contract or a 
harvest contract. Do you own any producing farms yourselves? 

Mr. SMITH: No, we do not. 
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Mr. URIE: What is the nature of the growing contracts you have? Are they 
contracts negotiated from year to year for the entire crop of a single producer, 
or how do you operate? 


Mr. SMITH: No. We would specify tons at the market price. Generally these 
prices are established. 


Mr. URIE: Do you have any form of contract that you enter into with these 
growers? 


Mr. SMITH: Yes. 


Mr. URIE: Do you have any with you or would you file one for our 
edification? 


Mr. SMITH: We will file one. We do not have one with us. 


Mr. UriE: What about harvest time? That would not be on a formal 
contract, or would that be negotiated price at the time? 


Mr. SMITH: Yes. For example, if we are buying peaches we have a firm 
contract we sign with the growers, committing them to sell us X quantity and 
we are committed to sell at X price under X conditions. 


Mr. URIE: That is a different type of contract? 

Mr. SMITH: Yes. 

Mr. URIE: Would you file a copy of that also? 

Mr. SMITH: Yes. 

Mr. URIE: As regards meats, flours and other ingredients necessary to the 


production of your products, from whom do you buy those meats, flours and 
other ingredients? 


Mr. MERRETT: The meats we buy generally from licensed packers, those 
able to meet our specification for the particular variety of meat or other variety 
of ingredients that we buy. 


Mr. URIE: Always from the same packers? 
Mr. MERRETT: This is not true. 

Mr. URIE: How are those arranged? 

Mr. MERRETT: These are by suppliers bids. 


Mr. URIE: You call upon a supplier to bid for orders and you take the 
lowest bid? 


Mr. MERRETT: Provided they can supply according to our specifications. 

Mr. URIE: Would you know whether any of your suppliers or any suppliers 
of your parent company have any interest in the capital stock of your parent 
company, in the United States, which again would reflect itself in the ownership 
of your company? 

Mr. SMITH: We would not have any knowledge of this. 

Mr. ALLMAND: As a supplementary, you have been good enough to provide 
us with a profit and loss statement overing the last period from 1961 to 1966. 
Could you also provide a balance sheet for that same period of time? 

Mr. SMITH: Yes. 

Senator CARTER: Most of my questions have been covered but I have two 
left. In your business, you run out of customers very quickly? 

Mr. SMITH: Yes. 

Senator CARTER: Just what age group are you providing nutrition for? Is it 
the first two years, 18 months or what? 

Mr. SmitH: About 18 months. 


Senator CARTER: These sizes that you have on page 6, how are they arrived 
at? Is that a result of scientific study? 
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Mr. SMITH: The sizes? 

Senator CARTER: You gave a constituent of one meal, one feeding? 

Mr. SmitryH: It works out that way, the strained and junior sizes are 
established by the food and vegetable divisions of the Government. They set 
those sizes. 

Senator CARTER: That would be in regard to the scientific nutritional 
requirements? 


Mr. Smut: I think they are satisfied with these sizes. This is for a four or 
five month old baby. This is one feeding. One jar, one feeding. 


Senator CARTER: Nobody in the Department of Health has checked that or 
approved of it, as appropriate feeding for a child? This just happened to be that 
way? The fruit and vegetable people set the size, is that what I understand? It 
just happens to work out all right? 


Mr. SmitH: I really don’t know, senator, what the background is. Four and 
three quarter ounces happens to be the tin size. How that was established many 
years ago I really do not know. 


Senator CARTER: I have only one other question about your total marketing 
expenses. Would that vary very much in different types of products which you 
produce? I mean, can you, for example, market junior meats or junior foods in 
eight ounces, is it easier to market that than to market your strained foods? Or 
do you have any breakdown of that at all? Your figures here are overall figures, 
I take it, for the whole operation. 


What I am trying to find out is if there is any relationship between your 
product and the total marketing expense. 


Mr. SMITH: We could not break that down. 
Senator CARTER: There is no way of knowing? 
Mr. SmitH: No. It is all handled by the same person. 


Co-Chairman Senator CRroLL: On that note, then, what is the latest 
product that you have marketed? 


Mr. SmitH: The latest one we have introduced is mixed cereal with 
bananas. 


Co-Chairman Senator CROLL: Mixed cereal with bananas. Is that strained 
or what? How old is the child for whom it is intended? 


Mr. SMITH: This is a cereal mixed with formula. 
Co-Chairman Senator CROLL: For a baby of what age? 
Mr. SMITH: A baby of about six months. 

Co-Chairman Senator CROLL: When did you put it on the market? 
Mr. SMITH: September. 

Co-Chairman Senator CROLL: This September? 

Mr. SMITH: Yes. | 
Co-Chairman Senator CROLL: Just now, you mean? 
Mr. SMITH: Yes. 

Co-Chairman Senator CROLL: Then, tell us— 

Mr. SMITH, M.P.: Tell us why. 


Co-Chairman Senator Crouu: All right, Mr. Smith has the question. 
Tell us why you put it on the market. To start with, perhaps you should give us 
your research or whatever you prefer. Why did you put it on the market? After 
all, you cannot talk to babies and they cannot talk to you any more than they 
can talk to me. Why did you put it on the market? 


— 
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Mr. A. Theobalds, General Merchandising Manager, Gerber Products of Canada 
Ltd.: Again, it was a product researched among a panel of mothers. 


Mr. SMITH, M.P.: Here or in the United States? 


Mr. THEOBALDS: Here, and it was discovered that there was a need for this 
product on the market. The mothers would buy it. 


Mr. SMITH, M.P.: Did one of your competitors have a similar product on the 
market? Or do any of your competitors? 


Mr. SMITH: One of our competitors introduced a similar product shortly 
before we introduced ours in Canada. 


Co-Chairman Senator CROLL: You are talking about Heinz, are you? 
Mr. SMITH: No, I am talking about Meade Johnson. 


Co-Chairman Senator CROLL: I thought there were only three companies in 
business and only two were left now. Am I mistaken? 


Mr. SmituH, M.P.: This product you are speaking of is a dry product. 
Mr. SMITH: Yes. 

Mr. SMITH, M.P.: It is banana-flavoured pablum? 

Mr. SMITH: No, sir. It is not banana-flavoured pablum. 
Co-Chairman Senator CrRoLL: Then what is it? 

Mr. SMITH: It is Gerber mixed cereal with banana. 


Co-Chairman Senator Crouti: That is what I thought we were talking 
about. All right. The competition there is with Heinz and Swift. Is there 
somebody else? 

Mr. SMITH: Pablum is a marketer of cereals, baby cereals, in Canada. 

Mr. SMITH, M.P.: Dry baby cereals, generally, senator. Even with my white 
hair I am still a little closer to the problem than you are. 

Co-Chairman Senator CROLL: The dry problem. 

At any rate, we will get on with this. Now, you said this was researched 
and you finally decided upon it. I have taken a quick look at your financial 
summary of operations. Have you a research expense in here some place? 

Mr. SMITH: Not in product development. This is done by the parent 
company. 

Co-Chairman Senator Crouu: That is what Mr. Smith asked you, and you 
said no. The first question was whether it was done here or done in the United 
States. 

Mr. SMITH, M.P.: Perhaps, Mr. Chairman, that is a little unfair. Perhaps the 
witness misunderstood me. He was referring to market research, but I was also 
leading to the actual physical research that goes into the production of the 
product. You say that that was done in the United States. 

Mr. SMITH: The product development was done in the United States, yes. 


Co-Chairman Senator CRoLL: And the research was done in the United 
States. 


Mr. SMITH: The product research was done in the United States, yes. 


Co-Chairman Senator CrRoLL: Then what did it cost you to finally put this 
product on the market in September and October? What will it cost you to 
finally get this product on the shelf and get it moving? 


Mr. THEOBALDS: Are you speaking of advertising promotion? 


Co-Chairman Senator Cro: Everything necessary to get the package to 
the baby’s mouth via the chain store or any other store. 


Mr. THEOBALDS: This would be a very difficult question to answer, because 
you would have to go back to the research, of course, and I am not familiar 
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with the research development in that the parent company is doing the research 
on this item. Then there would be a small research charge for researching this 
among the panel of mothers in Canada; then there would be the cost of 
packaging the product, of advertising and promoting the product, of introducing 
the product to the customers and chains, and there would be the further cost of 
the distribution of the sales force. 


I have not got those figures, I am afraid. However, we can get them and 
work this out for you. 


Co-Chairman Senator CROLL: Well, would $25,000 be too high a figure? 
Mr. THEOBALDS: I have no way of knowing, sir. 
Co-Chairman Senator CROLL: Well, surely— 


Mr. SmitTH, M.P.: Does the American parent company make a charge 
against the Canadian subsidiary for its research facilities over and above any 
dividends payable on the investments? Do you have a royalty payment or 
anything like that to your American parent company, as do so many of the 
companies that we have heard from? 


Mr. SMITH: We pay for management; we pay a fee for all the engineering 
research that the parent company does in developing equipment, packaging and 
this sort of thing; we pay for product improvement and product development 
and all this type of research. We have administrative costs also. In all we pay 
them an annual fee of $25,000. 


Mr. SmitH, M.P.: Is that arbitrary or is it based on your sales or is it a 
percentage of the whole North American sales of Gerber’s? 

Mr. SMITH: This is a set fee. 

Mr. SMITH, M.P.: It is a fixed fee of $25,000 and it may or may not have 
relation to the value that the Canadian company gets from the parent company? 
I say it may or may not. 

Mr. SMITH: That is right. 


Co-Chairman Senator CROLL: Well, now we are getting down to it. You 
have $25,000 a year going over there for research. You have additional costs. 
Surely you would be able to make up a figure to indicate to us what the cost 
was to lay this product down on the shelf. All we want is a reasonable figure. 


Mr. SMITH: Senator, are you talking about cost, excessive cost over what 
our margin is going to be on that product? 

Co-Chairman Senator CrRo.LuL: It has nothing to do with your margins. 
What is it going to cost you in the way of advertising promotion, research and 
anything else you have to do in order to get that product on the shelf? 


Mr. THEOBALDS: This would be a very difficult figure to arrive at spontane- 
ously, senator. We could get the information for you, though, I am sure. 

Co-Chairman Senator CROLL: All right, I will take it unspontaneously. 
Fine. You get that information. I think the next question comes from Senator 
O’Leary. No, wait until I give Mr. McCutcheon a chance. He has been kind of 
quiet today. 

Mr. McCurTcHEon: I shall be extremely brief. Glass is going up 4 per cent 
on the Ist December, so we were told this morning. 


Mr. SMITH: I did not know this. 
Mr. McCuTcHEon: Well, I’ve got news for you. Back in the rough days for 
your company, during that period of time, the consumers in this country had an 


opportunity to buy baby food in tins from others and in glass from your 
company. 


Mr. SMITH: That is correct. 
Mr. McCutcuHeon: Is this not correct? 


a 
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Mr. SMITH: That is correct. 

Mr. McCuTcHEON: Now everybody has gone over to glass. I am old enough 
to realize that it was apparently a fallacy in the old days to assume that the 
world would beat a path to your door, if you built a better mousetrap, or a 
better product; but are you people telling us that glass is the secret of your 
success? I find this very difficult to accept. The product was good; why could it 
not have been merchandised in tins? Around our house there is much less waste 
in emptying a tin can than there is in getting the food out of a glass bottle. 

Am I correct in taking away from this the assumption that the secret of 
success in this matter is glass? 

Mr. SMITH: I think this is the main factor. 

Mr. McCutTcuHeEon: Well, I have nothing further. 

Co-Chairman Senator CROLL: What you are saying to us in effect is 
that a first class product—and you have a first class product, I assume—depends 
for its sale on the market on the way you present it and the form in which you 
present it? 

Mr. SMITH: I don’t think that is true. I think you’ve got to have the first 
class quality product to start with. 

Co-Chairman Senator CROLL: Yes? 

Mr. SmitH: And then I think the packaging becomes important. I think in 
fact what I said was that this was an important factor, but you have to assume 
first that the quality of the product was excellent to start with. If you have two 
equal quality products, then I think the packaging process is very important. 

Co-Chairman Senator CroLL: Packaging and marketing? 

Mr. SMITH: Yes. 

Co-Chairman Senator CROLL: Well, is it to this factor you attribute the 
fact that you have not got a larger percentage of the market, that you have 
been out-advertised—you have got a good product, a first class product I am 
told— 

Mr. SmiTH: I think our figures would indicate that we are making some 
progress in the marketplace. 

Co-Chairman Senator CRoLL: The figures you gave us are nothing to go 
screaming about. 

Mr. SMITH: I could not agree with you more. 

Co-Chairman Senator CROLL: Senator Inman. 

Senator INMAN: I am interested to know who put the idea of these glass 
containers into the consumer’s mind. I very well remember when it was never 
even thought of. I remember people saying “Baby foods in glass, now!”’ Who 
introduced it first, your company, the Gerber people? 

Mr. SmitH: No. This was first introduced in the United States, and I think 
that Beech-Nut was the first one in glass in the United States. 

Senator INMAN: I remember when Gerber food was sold in the drug store. 

Mr. SMITH: Yes. 


Senator InMaNn: Why was it discontinued there? You cannot buy it now. I 
am, of course, from the Maritimes and Senator O’Leary asked one question the 
answer to which answered one which I was going to ask. I presume freight was 
higher to bring it down. 

Mr. SMITH: Freight and method of distribution—all these things entered 
into our withdrawal. 

Senator INMAN: Well, glass does make it more expensive? 


Mr. SMITH: Yes. 
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Co-Chairman Senator CROLL: Senator O’Leary. 


Senator O’LEearyY (Antigonish-Guysborough): Mr. Smith, on page 3, these 
prices you quote for materials are, I believe, as you have indicated, your 
laid-down costs? 


Mr. SMITH: Yes, Senator. 


Senator O’LEARY (Antigonish-Guysborough): Then Exhibit D where you 
classify the recording to grades, these are the marketing board’s prices? 


Mr. SMITH: Yes. 


Senator O’LEARY (Antigonish-Guysborough): Taking pears as an example, 
in the year 1965 we noted the price of Bartlett pears No. 1 was $130 and so 
right down to grade No. 2 Kieffer pears at $40. Now you paid $87.83. This price 
of $87.83 that you paid would be the price for the coming year. Would this be a 
contracted price, and if so how far in advance? 


Mr. SMITH: It would be just slightly prior to harvest time. 
Senator O’LEARY (Antigonish-Guysborough): Now in the preparation and 
processing of your baby foods what tolerance do you use percentagewise in 


grades? Let us take pears for example—in other words, what percentage of each 
of these qualities would you use in a can of baby food? 


Mr. SmitTH: I must first say that the quality is the same, and the only thing 
that varies is the size. The quality is the same, No. 2 is as good quality as No. 1, 
but it differs in size. 


Senator O’LEARY (Antigonish-Guysborough): The quality of No. 2 Bartlett 
pears is the same as quality No. 1? 
Mr. SMITH: Except for size. 


Senator O’LEARY (Antigonish-Guysborough): And the same would apply to 
Kieffer ? 

Mr. SMITH: That is correct. 

Senator O’LEARY (Antigonish-Guysborough): All right, then, what per- 
centage of Bartlett or Kieffer pears would you use or would this vary? 

Mr. SMITH: This would vary slightly. Our strained pack is Bartlett and is so 
labelled, and it would be 100 per cent Bartlett pears. Others would vary. 

Senator O’LEARY (Antigonish-Guysborough): Others could have a combi- 
nation? 

Mr. MERRETT: I am not sure that I follow your question, senator. 

Senator O’LEarRY (Antigonish-Guysborough): Mr. Smith said your strained 
food would be labelled Bartlett Pears. 

Mr. MERRETT: Correct. 


Senator O’LEARY (Antigonish-Guysborough): And other foods not strained? 


Mr. MERRETT: Strained and junior foods and straight pear varieties are 
labelled Bartlett Pears, and these are packed using 100 per cent Bartlett pears. 
We have other items such as pear-pineapple also produced in the strained and 
junior line. They would be for the most part Kieffer’s, but there could also be 
part Bartlett in this product. 


Senator O’LEarY (Antigonish-Guysborough): And that percentage would 
vary from time to time? 


Mr. MERRETT: That is correct, sir. 


Mr. SmitH, M.P.: I have three or four questions related to what Senator 
Inman was asking. In the United States who are your opposition or your 


competitors? There are Heinz, Gerber’s, and you mentioned Beech-Nut. Who 
else? 


eg ee ne ee ee 
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Mr. SMITH: These are the three major baby food people. 


Mr. SMITH, M.P.: Could you tell us what was the sequence to the 
introduction of glass containers in the United States in your company as 
compared to that in Canada? 


Mr. SMITH: In the United States Beech-Nut introduced glass. 
Mr. SMITH, M.P.: About when, have you any idea? 
Mr. SMITH: I don’t remember. 


Mr. SMITH, M.P.: The year is not relevant, but I would like to know the 
sequence. 


Mr. SMITH: We were a national company, and the company east of the 
Mississippi went to glass and the company west of the Mississippi resisted glass 
for quite some time. The percentage of our business west of the Mississippi 
River showed a decline in trend and we converted to glass nationally too. 


Mr. SMITH, M.P.: What about Heinz? Did they have the same pattern? 
Mr. SMITH: I don’t know about that. 


Mr. SMITH, M.P.: How far were you behind your American parent in 
introducing glass into Canada? 


Mr. SMITH: Many, many years. 


Mr. SMITH, M.P.: Do you know whether Heinz were far behind their 
parents? 


Mr. SMITH: Yes, I am sure it was glass in the United States for quite some 
considerable length of time. 


Mr. SMITH, M.P.: I am wondering why Heinz, which is a very large 
company, was so far behind Gerber’s in turning to glass in Canada. 


Mr. SMITH: I don’t know. 


Co-Chairman Senator Crouu: There is something which I find rather 
confusing here. If this was such a good thing for Gerber’s in the United States, 
and if they were doing so well and they were charging $25,000 a year for 
research facilities and all this information was available, what were they 
waiting for? This I cannot understand. This was good business in the States; 
they were doing well as a result of using glass: what were you people waiting 
for? 

Mr. SMITH, M.P.: Do you suppose the profits are proportionately higher on 
canned than on the glass? 


Co-Chairman Senator Crotut: Do you remember the figures we got this 
morning? It was said the glass cost a cent more and the customer paid two cents 
more. 

Mr. JOYAL: No, it cost them two cents more. 


Mr. SmitH, M.P.: It cost two cents more, and the profit was one cent. Would 
that be the reason they were dragging their feet so long? 


Mr. SmitH: I think we would have to go back into the history and take a 
look at other figures before we could make a sound judgment on that. 


Co-Chairman Mr. Basrorp: On page 4, it appears your price, after you 
went into glass, remained, for all practical purposes, the same in 1962, 1963 and 
1964. In fact, the figures for 1963 and 1964 were precisely the same. Then they 
went down in 1965 very slightly. Why? 


Mr. SMITH: In 1965, before this reduction, before our competitor introduced 
glass, we had three or four price ranges depending on quantities purchased ; and 
our competitor, at our lowest cost, at our greatest volume cost, they set their 
price in that area, so we made an adjustment down to a comparable range of 
prices. 
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Co-Chairman Mr. BAsrorp: Now they have gone up from 2.46 to 2.68. 
Why? 

Mr. SMITH: Why have the prices gone up? 

Co-Chairman Mr. BASFORD: Yes. 

Mr. SMITH: Well, I think our financial statement indicates why we raised 
our price. We perhaps should have raised the price in 1964 instead of waiting 
until 1966, but looking at the increased costs that we had had over the period, 
we felt that an increase was warranted. 

Co-Chairman Mr. BASFoRD: Your price, generally over that period, has 
gone up 4.5 per cent, you say? 

Mr. SmituH: I think that is what it computes to. 

Co-Chairman Mr. BAsFrorD: That is over a five-year period. What happened 
to the retail price then? 

Mr. Smitu: I do not really know. Do you know what happened in five years 
to the retail price? 

Mr. Hotmawn: It has really fluctuated up and down. I could not give you the 
figure of what happened five years ago, nor today, because this varied from 
market to market and retailer to retailer. 

Co-Chairman Mr. BASFORD: We know the consumer price index has gone up 
very materially, and it has gone up at a far faster rate than 4.5 per cent. 

Mr. SMITH: Yes, we heard that discussed, sir, and I really do not have the 
answer. 

Co-Chairman Mr. BASForRD: I do not quite understand why neither Mr. 
Heinz nor Mr. Gerber knew too much of what happened to their retail prices 
because, surely, this to some extent governs how much material is bought? 

Mr. SMITH: Certainly, I think we would know some of the prices today, but 
there has really been no reason for us to record the prices through the years. 

Co-Chairman Mr. BasrorD: I am not in the processing business, but it 
seems to me there are several very good reasons: one, to take advantage of 
competitive situations; and one, surely, this affects the ultimate or total sales, in 
the end—what your retail price is? We have seen, I think, a 20 per cent increase 
in the consumer price index relative to infant foods over the last year. Yet your 
price over five years has only gone up 44 per cent. 

Mr. SMITH: I really do not know what is in that, but there could be a 
possibility that all junior products and a large segment of the business, a 
certain percentage were 4$ ounces at a price. If it is based on units, junior now 
is 8-ounce containers, which would be considerably more expensive. 

Co-Chairman Mr. Basrorp: No, that would be adjusted, I think. 

Mr. SMITH: Then, I do not have any idea. 

Co-Chairman Mr. BASForD: Just a couple of other questions. I think I must 
be reading this the wrong way, but Appendix ‘“‘C” indicates to me that you are 
selling those ten products—is it?—and losing money on all but two of them? 

Mr. SMITH: This was in the last fiscal year before the price increase. 

Co-Chairman Mr. BASForD: So I am reading that statement correctly? 

Mr. SMITH: Yes, you are. 

Co-Chairman Mr. Basrorp: This is a selected ten products. Is that rep- 
resentative of your 119, or whatever it is? 

Mr. SMITH: These are the top ten items in the strained line. These were 
selected as being the top ten and were not picked out for any particular reason. 

Co-Chairman Mr. BasrorpD: So out of the ten top lines, you are selling ata 
loss on eight of them for that year? 
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Mr. SMITH: That is correct. 


Co-Chairman Mr. Basrorp: That is very generous of you. Have you any 
information on the degree of contamination that takes place in supermarkets 
with baby food in glass jars, with mothers opening them and sticking their 
finger in to taste them? 


Mr. SmitH: I do not think we have had any information. I do not really 
know what type of information you mean. 


Co-Chairman Mr. BAsrorpD: Well, have you found this reported to you as an 
experience that happens? 


Mr. SMITH: We have heard this, yes. 
Co-Chairman Mr. BAsSForD: To what extent does this occur? 


Mr. SMITH: I really do not think this is any factor today. I think it might 
have had some slight doing early in the introduction, but I think today this is 
not done. 


Co-Chairman Mr. BAsForD: You would not think it is therefore worth while 
developing a tamper-proof lid? 

Mr. SMITH: I did not say that. 

Co-Chairman Mr. Basrorp: I was putting words in your mouth, but if you 
thought it was not a problem, there would not be much point in developing such 
a lid? 

Mr. SMITH: As we have told other groups, there is an effort being made to 
develop such a container, such a lid. We have told other government agencies. 

Co-Chairman Mr. BAsrorD: This would be to avoid this problem? 

Mr. SMITH: Yes, it would be partially that. 

Co-Chairman Mr. BASrorD: Where do you buy your glass from? 

Mr. SMITH: Where do we buy our glass from? 

Co-Chairman Mr. BASFoRD: Yes. 

Mr. SMITH: We buy our glass from Dominion and Iroquois. 

Co-Chairman Mr. BasrorD: What is the price differential between glass in 
Canada and the United States? 

Mr. SMITH: We would not have that information. 

Co-Chairman Mr. Basrorp: You have never tried to buy glass in the 
United States? 

Mr. PEacy: We cannot import it profitably, that I know. We did have to at 
one time import during a strike situation, and it was considerably more 
expensive to import it. 


Co-Chairman Mr. BasForp: Why was it more expensive, because of 
transportation, or tariffs, or what? 


Mr. MERRETT: The increase in cost was due to the compounding of manv 
cost factors. The exchange on U.S. funds and the rate of duty were the principal 
reasons that made it impracticable from the economic standpoint to buy from 
the United States. 


Co-Chairman Mr. Basrorp: Off hand, do you know what the rate of 
duty is, or how the tariffs are applied? 


Mr. MERRETT: Off the top of my head, I believe the rate of duty is 20 per 
cent. This is strictly recollection; I am not really positive of this, sir. 

Co-Chairman Mr. Basrorp: Could you tell me if without the tariff it 
would be economically worth while to import glass? 


Mr. MERRETT: As I recall, yes, it would. Again, it is pure recollection that 
this is true. 
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Senator CARTER: I would like to go back to your exhibit A. In 1961-62—you 
introduced the glass in 1962, you say? 


Mr. SMITH: Yes. 

Senator CARTER: How far along in 1962—half way along? 

Mr. SMITH: January. 

Senator CARTER: At the beginning? 

Mr. SMITH: Yes. 

Senator CARTER: In 1961 and 1962 your net sales were practically the 
same—so there was hardly any difference. 

Mr. SMITH: Yes. 

Senator CARTER: And the cost of your sales went up about $200, but in 1963 
you take a terrible jump. You sold $650 more than the year before, and it cost 
$704 to do it. What was responsible for that big jump in the cost of your sales 
in 1963? 

Mr. PeaAcrey: I think in both the latter part of 1962 and in 1963—par- 
ticularly in 1963—there are costs in there relative to our withdrawing from 
Western Canada. We made the decision to withdraw, and did so during 1963. In 
1962 there would be some costs relative to the completion of the conversion 
from tin to glass, but those are perhaps both extraordinary years influenced by 
the changeover to the new container. 

Senator CARTER: You withdrew from the Maritimes in 1962? 

Mr. PEAcEy: In 1961. 

Senator CARTER: I see. That would not be a cost of sales, if you were 
withdrawing from the market. How can you figure that as a cost of sales if it is 
a cost of withdrawing from selling? You are giving up sales. It seems to me it 
should come under some other heading. 


Mr. SmitTH: I think in our bookkeeping system this is where we put it, 
Senator. 


Senator CARTER: You are keeping your marketing areas limited to Ontario 
and Quebec. Are you keeping statistics as to the increase in population—infant 
births, and so forth? 


Mr. SMITH: We are keeping statistics on the decrease in population in 
Canada. 


Senator CARTER: The decrease? 

Mr. SMITH: Yes. 

Senator CARTER: In the age group you are supplying? 

Mr. SMITH: The birth rate is down substantially. 

Senator CARTER: So your total market is declining? 

Mr. SMITH: It is shrinking, that is correct. 

Co-Chairman Senator Crouu: That, I assure you, is not a permanent 
situation. While we are on this I might say that I have heard some talk of this, 


and I have looked for statistics but I have not been able to put my hands on 
them. What has been the decline in the birthrate asa percentage? 


Mr. HoLmawn: It was practically 7.4 per cent last year over the previous 
year, and this year it is running a little higher. 


Co-Chairman Senator CROLL: A little higher than what? 


Mr. HoLMaAN: Higher than the 7.4 per cent for the decline last year over the 
previous year. 


Co-Chairman Senator CRoLL: Take it back to 1961. 
Mr. HOLMAN: I have those figures, but I cannot remember them. 


ee 
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Senator CARTER: What I was trying to develop is whether you are holding 
your own. Assuming the birthrate was expanding at the normal rate I was 
wondering if your sales were making headway against those of your competi- 
tion, or whether you were just holding your share of an expanding market. 
But, you are doing better than that, if your market is declining as you say. 

Co-Chairman Senator CROLL: Of course, when you say they are doing a 
little better I would point out that their products are different. Once upon a 
time it was all for babies of six months, but now you are catering to babies of 
18 months, are you not? 

Mr. SMITH: Up to that age, yes. 

Co-Chairman Senator CROLL: So you are expanding the market with other 
products. 

Mr. SMITH: We are trying to expand the feeding period. 

Co-Chairman Senator CROLL: And succeeding to a degree? 

Mr. SMITH: Yes. 

Co-Chairman Senator CROLL: So, it is not all black. 


Senator O’LEARY (Antigonish-Guysborough): I must come back to the 
pears again. I am not being critical in any respect, but I do think we must revise 
an opinion that we formed. I am going to suggest to you that in view of the cost 
of pears as such to a competitor from whom we heard at one time or 
another—his cost in 1965 was $144.00, and yours was $87.83, or 65 per cent less. 
I must conclude that you are purchasing a large percentage of No. 2 Bartlett 
pears and a very large percentage of Kieffer pears, unless you can give me 
other reasons for your much lower costs. 


Mr. SMITH: I think we would just want to re-emphasize that the quality, 
except for size, is the same. 

Senator O’LEARY (Antigonish-Guysborough): I understood that previously, 
but there is that variation in price between Grades No. 1. and No. 2, and there 
is also a great variation between the two distinct types of pears. 

Mr. SMITH: Yes. 

Senator O’LEARY (Antigonish-Guysborough): With this difference in price 
you can go back to any year you wish and find an 80 per cent variation between 
your costs and those of your competitors. You will find variation of 65 per cent 
and 50 per cent over a 4-year period. But, the same thing does not hold true in 
respect of peaches. I notice you are very close in your purchasing costs. 

Co-Chairman Senator CROLL: You are getting the answer, are you, Mr. 
Smith? 

Mr. SMITH: No, I do not think the senator wanted a comment from me on 
that. 

Mr. JOYAL: I have a supplementary question, Mr. Chairman. 

Are the products you market in Canada substantially the same as those 
your parent company markets in the United States? 

Mr. SMITH: As a general statement I would say that this is true. 

Mr. Joya: Are there any products that you market in Canada that are 
manufactured in the United States by your parent company? 

Mr. Smi1tH: No. 

Mr. JoYAu: Is there any of your products which go under a label other than 
that of Gerber? 

Mr. SMITH: No. 

Mr. Joya: Are there any other production facilities than your own which 
you use for the production of your particular commodities? 
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Mr. SMITH: Yes. 

Mr. JOYAL: Which ones are these? 

Mr. SMITH: Our teething biscuits are manufactured by McCormicks. 
Mr. JOYAL: Is that the only exception? 

Mr. SMITH: Orange juice is packed for us by H.P. Hood in Florida. 
Mr. JOYAL: Are there any others? 

Mr. SMITH: That is all. 


Mr. JOYAL: Now, you suggested in answer to a question put to you by Mr. 
Basford relating to the cost of imported glass, that if it were not for the tariff 
which adds some 20 per cent to the cost, it would be cheaper to use American 
manufactured glass than Canadian manufactured glass. Is that correct? 


Mr. SMITH: No, I do not think that is correct. 


Mr. MERRETT: I do not think I said that. What I think I said was that the 
cost including exchange and the duty was greater than the cost of Canadian 
glass. Now, to relate this to the cost of Canadian glass—if we do not have to pay 
the tariff I cannot honestly say whether or not it would be cheaper. 

Co-Chairman Mr. BAsrorp: Just a minute. I thought you told me that 
it would be economic to import it without the tariff. 


Mr. MERRETT: If I did I was not really sure of what I said, because again I 
am working back from recollection, and saying that the tariff rate is 20 per cent, 
and the exchange rate is 8 per cent. 


Mr. JOYAL: Supposing you use all of the production facilities of your parent 
company, which has sales that are roughly 40 times yours, and you import those 
products into Canada, and assuming a 7 per cent or 8 per cent spread as 
between the Canadian and American dollar, would this, in your view, represent 
to the Canadian consumer a lesser price for your product? 


Mr. SmitH: I really do not know what our products are selling for in the 
United States. 


Mr. Joyau: You are a wholly-owned subsidiary of an American company, 
but you do not know at what price these items are sold in the United States 
market? 


Mr. SMITH: I certainly do not. 
Mr. JoYAL: Thank you. 


Mr. URIE: In view of your answer to the observations made by Senator 
O’Leary with respect to pears and peaches, I wonder if we could get from Mr. 
Smith the prices over the same period for the following commodities: apples, 
tomatoes. 


Mr. SMITH: We do not use tomatoes. 

Mr. URIE: What other items do you use, potatoes? 
Mr. SMITH: Potatoes, we would use. 

Mr. URIE: And carrots; beans. 

Mr. SMITH: Green beans? 

Mr. URIE: Yes, green beans. 

Mr. SMITH: Those are the only beans. 

Mr. URIE: No, these are pea beans. 

Mr. SMITH: You do not want green beans? 
Mr. URIE: No. 

Mr. SMITH: Apples and potatoes? 

Mr. URIE: Apples and potatoes. 
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Co-Chairman Senator Crotu: Mr. Smith, in order to assist our educa- 
tion and also yours, will you please obtain for us the comparative price on all 
goods that are sold in the United States and in Canada by your company? You 
can obtain that by a telephone call, if nothing else. 

Mr. SMITH: Did you not get that information? 

Co-Chairman Senator Crotu: Not for the United States. Tt ds ‘a. little 
difficult for us to understand, because we do not know. 

Mr. SMITH: But there is not really much reason for me to know. 

Co-Chairman Senator Crouut: Then we will accept it that way. You get 
the information for us. 

Mr. PEACEY: The American sizes are also different. 

Co-Chairman Senator CROLL: Well, give us the sizes. We have a man 
who can do multiplication. Mr. McCutcheon? 

Mr. McCutTcHEon: Since you people left the eastern and the western 
markets, have you had any opportunity to discuss putting out a product for that 
market under a private label, or anything of that nature? I am intrigued, and I 
would like to know how do those poor people in the west and in the Maritimes 
get along? 

Co-Chairman Senator CROLL: They are pretty sturdy out there. 

Mr. SMITH: However, the answer to your question is no. 

Mr. URIE: Are there any competitors either in the Maritimes or in the west, 
that you know of? 

Mr. SmitH: No. 

Mr. URIE: It is a total monopoly out there in the baby food business? 

Mr. SMITH: In the canned baby food business, I believe that is the only 
merchandise. 

Co-Chairman Senator CroLtLt: How big is the market for that business? 
I mean, what sort of total market is there in Canada approximately in that field 
of $27 million of $28 million, Heinz has 80 per cent of that. In addition to that, 
you are not in the west and you are not in the Maritimes. 

Mr. SMITH: That is correct. 

Co-Chairman Senator CRoLL: You are doing all your business in Ontario 
and Quebec? 

Mr. SMITH: That is correct. 

Co-Chairman Senator CroLu: It just seems unreal that a market amount- 
ing to almost $30 million is there and no one competing for it. 

Mr. SMITH: No; your figures are wrong, senator. 

Co-Chairman Senator CrRoLL: You said $27 million 

Mr. SMITH: But you said $30 million in the other market. 

Co-Chairman Senator Cro.u: No, a total of $25 million—you said $27 
million, did you not? 

Mr. SMITH: Yes. 

Co-Chairman Senator Crouu: All right, I do not know off hand what 
the market is in the west and what the market is in the Maritimes, but you are 
out of both of those markets? 

Mr. SMITH: That is correct. 

Mr. McCutcHeon: Mr. Chairman, in simple mathematics on the basis of 
population with one third of the market or $9 million, Heinz have a monopoly 
on that. 

Co-Chairman Senator Crotu: That is a fair way of putting it, and no one 
is challenging them. 
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Mr. McCutTcHEon: No. 

Co-Chairman Senator CROLL: I want to know why. 

Mr. AtLMaND: Mr. Chairman, is there evidence to indicate that the people 
in the Maritimes and in the west still strain their own food? 

Co-Chairman Senator Crott: As a matter of fact I asked the question 
earlier in the day. A home economist, and quite a competent one, gave me the 
information. In the case of the feeding of a six months old baby, using a home 
prepared diet it costs $1.49 per week. Using canned foods exclusively, it would 
be approximately $7 per week. The Maritime people seem to be doing it at 
$1.49, because they are pretty robust at the time they get here, as also are the 
people of Ontario and the people of the west. Is there any relation between 
these figures, do you know anything about it? 

Mr. SmitH: No, sir. 

Co-Chairman Senator CROLL: So no one in the firm knows what it would 
cost? 

Mr. SMITH: Oh, yes. 

Co-Chairman Senator CroLL: A prepared diet? 

Mr. SMITH: No. 

Co-Chairman Senator CROLL: You don’t know anything about it? 

Mr. Smutu: It is strained peaches right now, and it would be most difficult 
to give information on all the other things, which is a seasonal proposition. 

Co-Chairman Senator CroLLt: But there are people in the Maritimes 
and people in the west, and I am really excluding British Columbia from this, 
that cannot carry the burden as a result. There has been an additional cost of at 
least two cents on the product. If you have two children to feed seven days a 
week, that is 28 cents added to the bill of these poor families, and they cannot 
bear it, yet they are exposed to that monopolistic market. 

Mr. SaLtsmaAn: Mr. Chairman, I have a supplementary question. I share the 
concern of other members in trying to figure out why you cannot compete in 
the east and west regardless of the market there. This morning I asked whether 
Heinz had any productive advantage over a company like yours, and I believe 
the record indicates that they said there were no productive advantages. Now, 
you assume that you are as efficient as they are. I also assume that the CNR and 
the CPR would charge you the same shipping costs for goods to the east and to 
the west as they would charge the Heinz company. Also there are large jobbers 
to distribute your goods, and you would not have to send a salesman out there 
to do it, and also your plants are no farther than the Heinz plants. Are these 
correct assumptions? 

Mr. SmitH: Yes, but some of them are not correct. 

Mr. SALTSMAN: We would like you to correct these things, because it is an 
important question, for here is a situation which is monopolistic in some parts 
of Canada, and I would like to understand why. Now, can we go over these. 
How about transportation? Do you have any cost disadvantage in terms of 
transportation? 

Mr. Smitu: Yes. I am talking about history now. When we were out there 
we did not have an adequate volume to get truck carload quantities, and there 
is a big differential in freight rates as I am sure you are aware, and so you are 
penalized at that point. 

Mr. SALTSMAN: Is this both in the east and in the west? 

Mr. SMITH: Yes. 

Mr. SALTSMAN: It applies in the west as well? 

Mr. SMITH: Yes. 
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Mr. SALTSMAN: What about your production costs, can you produce as 
cheaply as your competitor? 

Mr. SMITH: We are quite efficient. Whether we can produce as cheaply as 
our competitor, I really don’t know. 

Mr. SALTSMAN: You have some transportation disadvantage. Give us some 
indication of how great this disadvantage is in terms of how it would affect your 
costs. 

Mr. SMITH: We can give this to you. We do not have it here. 

Mr. SALTSMAN: The other thing is, I presume in your business as in any 
other business, an increased volume helps cover your overhead and at the same 
time you might have some disadvantage in transportation, but you might get 
some advantage in being able to ship out there in terms of increasing your 
production runs in covering part of your overhead. What kind of disadvantage 
exists because of transportation as against the advantage that exists in increas- 
ing your production? 

Mr. SMITH: This we do not have readily available. This would take a 
considerable study in depth to come up with an answer to that question. 

Mr. SALTSMAN: Can you give us some idea of the difference in landed cost 
to a distributor in the Maritimes, between a comparable product of yours and 
that of your competitors? 

Mr. SMITH: I can furnish you with what our landed costs would be. I do 
not know what our competitors landed cost would be. I assume it would be the 
same. I can give you a scale that if we have carload quantities of this amount it 
would cost us that much. 

Mr. SALTSMAN: We had indication from the Heinz Company this morning 
that they place considerable emphasis on in-store locations, in the sense that 
they come into a store, make an arrangement, rent aisle space and things like 
that. Do you have similar practices to that? 

Co-Chairman Senator CROLL: He said he had. While you were out, Mr. 
Basford questioned him. 

Mr. SALTSMAN: You are doing the same thing? 

Mr. SMITH: Under the co-operative advertising program, yes. 

Mr. SALTSMAN: Is transportation, then, the only limiting factor in your 
expansion in these areas? 

Mr. SmitH: No. There are marketing costs, advertising costs, promotion 
costs. All of the costs we list are factors. 

Mr. SALTSMAN: To what extent do you do national advertising, compared to 
your competitors? | 

Mr. SMITH: We do no national advertising. 

Mr. SALTSMAN: Do you feel that by not having done national advertising 
this has hurt you to some extent? In other words, that you have not created a 
market for your product nationally? 

Mr. SmiITH: Of course, we would not advertise nationally if the product 
were not available. 

Mr. SALTSMAN: But you did have the product available for a considerable 
time? 

Mr. SMITH: We did advertise nationally, when we did have the product 
available. 

Mr. SALTSMAN: Could you give us some idea of the role that national 
advertising plays, in terms of orienting the customer towards one product 
rather than another and confusing, perhaps, the consumer element of value in 
that product; in other words, if you do enough national advertising and spend 
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enough money on it, does it tend to command customer loyalty to such an 
extent that the advertising itself may create a sort of near monopoly, in the 
sense of consumer taste or attitudes for that product? 


Mr. THEOBALDS: We do not follow your question, sir. 


Co-Chairman Senator CROLL: First of all, I thought he put it pretty plainly. 
Would the reporter please read it back? 


(Question read) 
Mr. SALTSMAN: I do not understand it myself. 
Co-Chairman Senator CROLL: You do not need an answer then, do you? 


Mr. THEOBALDS: I do not think I have that answer with me. I believe it 
would depend to a great extent on the product. If the product is a good form of 
product and it is heavily advertised, dependent on many marketing conditions 
and competition activity, and so on—I really do not know whether it would do 
the job that you were speaking of or not. There are many factors involved in 
national advertising. You may spend a lot of money in advertising, but the 
competition is spending equal amounts against you, or probably more, then it 
may be that your advertising is not as effective as you want it to be. 

Co-Chairman Senator CrouL: Gerber’s Baby Food has been advertised 
nationally in the United States as long as I remember. Is that true? 


Mr. THEOBALDS: That is quite true. 


Co-Chairman Senator CROLL: We read the magazines and newspapers and 
we see it. I never knew there was anything but Gerber’s until I grew up. 


Mr. THEOBALDS: There is a certain amount of advertising through overflow 
advertising but we still have to advertise in Canada in the markets in which we 
are selling, to compete. 

Co-Chairman Senator CROLL: There is nothing more we can do. We have 
expressed our unhappiness about the situation at the present time but it is not 
their fault. They are doing the best they can. Are there any other questions? 

Co-Chairman Mr. Basrorp: All that needs to be done is for Dominion 
Stores and Canada Safeway to place a couple of good orders with them. 

Co-Chairman Senator CROLL: There you are, now. That was worth the trip. 

Mr. Smith, you have been very helpful and you have given us a great deal 
of information. There is also some information you will be sending to us, as 
soon as you can. There will be a letter from Mr. James outlining what is 
needed, but you have an idea of it now so that you can start work on it. We 
thank you very much. 


The committee adjourned. 
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JOINT CHAIRMEN 
The Honourable Senator David A. Croll 


and 


Mr. Ron Basford, M.P. 


WITNESSES: 


Canadian Canners Ltd.: Mr. Lawrence H. Johnston, President; Mr. W. 
G. Lister, Manager, Accounting Division; Mr. Reginald M. Mapp, 
Vice-President, Marketing. 


ROGER DUHAMEL, F.R.S.C 
QUEEN’S PRINTER AND CONTROLLER OF STATIONERY 
OTTAWA, 1966 
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MEMBERS OF THE SPECIAL JOINT COMMITTEE OF THE SENATE AND 
HOUSE OF COMMONS ON CONSUMER CREDIT 


(PRICES) 
For the Senate 
Hon. David A. Croll, Joint Chairman 


the Honourable Senators 


Carter, Hollett, O’Leary (Antigonish- 
Croll, Inman, Guysborough), 
Deschatelets, McDonald (Moosomin), Thorvaldson, 
Hastings, McGrand, Urquhart, 


Vaillancourt—(12). 


For the House of Commons 
Mr. Ron Basford, Joint Chairman 


Members of the House of Commons 


Allmand, Duquet, Nasserden, 
Andras, Gray, Olson, 

Basford, Irvine, Otto, 

Cashin, Leblanc (Laurier), Ryan, 

Choquette, Lefebvre, Saltsman, 

Clancy, Mandziuk, Scott (Danforth), 
Code, McCutcheon, Smith, 

Crossman, McLelland, Whelan— (24). 


36 members 


Quorum 7 


SUPPLEMENTARY ORDERS OF REFERENCE 


Extract from the Votes and Proceedings of the House of Commons, 
September 9, 1966:— 

“Mr. Sharp, seconded by Miss LaMarsh, moved,—That the Joint 
Committee of the Senate and House of Commons appointed by this House 
on March 15, 1966, to enquire into and report upon the problems of 
consumer credit, be instructed to also enquire into and report upon the 
trends in the cost of living in Canada and factors which may have 
contributed to changes in the cost of living in Canada in recent months; 

And that a Message be sent to the Senate to acquaint Their Honours 
thereof and to request the concurrence of that House thereto. 

And the question being proposed; 

Mr. Pickersgill, seconded by Mr. Mcllraith, moved in amendment 
thereto,—That the motion be amended by striking out the words “‘by this 
House on March 15, 1966” where they appear in the second line thereof 
and by inserting in the motion as the second paragraph the following: 

“That the Committee have leave to sit notwithstanding any ad- 
journment of this House;”’. 

And the question being put on the said amendment, it was agreed to. 

After debate on the main motion as amended, it was agreed to.” 


Extract from the Votes and Proceedings of the House of Commons, October 
7, 1966:— 

By unanimous consent, Mr. Basford, seconded by Mr. Allmand, 
moved,—That the First and Second Reports of the Special Joint Com- 
mittee on Consumer Credit and Cost of Living, presented to the House on 
Friday, April 1 and Thursday, October 6, 1966, be concurred in. 


After debate thereon, the question being put on the said motion, it 
was agreed to. 


Accordingly, the said Reports were concurred in and are as follows: 
FIRST REPORT 


Your Committee recommends that seven (7) of its Members consti- 
tute a quorum, provided that both Houses are represented. 


SECOND REPORT 


Your Committee recommends that the House of Commons section of 
the said Committee be granted leave to sit while the House is sitting. 


LEON-J. RAYMOND, 
Clerk of the House of Commons. 


Extract from the Minutes of the Proceedings of the Senate, September 13, 
1966:— 
“The Honourable Senator Connolly, P.C., moved seconded by the 
Honourable Senator Hugessen: 


That the Senate do agree that the Joint Committee of the Senate and 
House of Commons appointed to enquire into and report upon the 
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problems of consumer credit, be instructed also to enquire into and 
report upon the trends in the cost of living in Canada and factors which 
may have contributed to changes in the cost of living in Canada in recent 
months; and 


That a message be sent to the House of Commons to acquaint that 
House accordingly. 


After debate, and— 
The question being put on the motion, it was— 
Resolved in the affirmative.” 


J. F. MacNEILL, 
Clerk of the Senate. 


MINUTES OF PROCEEDINGS 


THURSDAY, November, 3, 1966. 


Pursuant to adjournment and notice the Special Joint Committee on 
Consumer Credit (Prices) met this day at 9:30 a.m. 


Present: For the Senate: The Honourable Senators, Carter, Croll (Joint 
Chairman), Deschatelets, Inman, McGrand, O’Leary (Antigonish-Guys- 
borough) —6. 


For the House of Commons: Messrs. Allmand, Basford, (Joint Chairman), 
Mandziuk, McCutcheon, McLelland, Saltsman, Scott (Danforth), Smith—8. 


In attendance: Dr. R. Warren J ames, Special Assistant; Mr. Marcel Joyal, 
Q.C., Associate Counsel; Mr. Jacques L’Heureux, C.A., Accountant; Mr. John J. 
Urie, Q.C., Counsel. 

The following were heard: 

Canadian Canners Limited: 

Lawrence H. Johnston, 
President. 


W. G. Lister, Manager, 
Accounting Division. 


Reginald M. Mapp, Vice-President, 
(Marketing). 


At 1.13 p.m. the Committee adjourned until Monday next, November 7, at 
3.00 p.m. 


Attest. 


Patrick J. Savoie, 
Clerk of the Committee. 
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THE SENATE 


SPECIAL JOINT COMMITTEE OF THE SENATE AND 
HOUSE OF COMMONS ON CONSUMER CREDIT 


EVIDENCE 
OTTAWA, Thursday, November 3, 1966. 


The Special Joint Committee of the Senate and House of Commons on 
Consumer Credit met this day at 9.30 a.m. 


Senator David A. Croll and Mr. Ron Basford, M.P., Co-Chairmen. 

The Co-Chairman Mr. BasrorpD: The committee will please come to order. 

This morning we welcome before the committee the Canadian Canners 
Limited. On my left is Mr. L. H. Johnston, President of the company. With him 
are Mr. W. G. Lister, Manager of Accounting, and Mr. R. M. Mapp, Vice- 


President, Marketing. Without further ado I will call upon Mr. Johnston to 
present his brief. 


Mr. L. H. Johnston, President, Canadian Canners Limited: Honourable Chairmen, 
Honourable Members of the Joint Committee of the Senate and House of 
Commons, Ladies and Gentlemen— 

On October 17 we received from Dr. R. W. James, Special Assistant to the 
Joint Committee on Consumer Prices, formal notice for representatives of 
Canadian Canners Limited to appear before the joint committee on Thursday, 
November 3. 

On October 21 we received from Dr. R. W. James a listing of “Suggested 
Topics for Discussion with Fruit and Vegetable Canners.” We have prepared 
exhibits and comments on the topics included in this listing and these are 
contained in this submission. 

We apologize for not being able to supply copies of our submission in 
French. We did not have the facilities in Hamilton to do this. We also apologize 
for not being able to supply copies one day prior to appearance. 

In our company we have put into effect many improvements for increased 
productivity. These have helped to control costs of providing the consumer with 
the quality and convenience in food products that is part of the standard of 
living we enjoy in Canada. 

There appears to be an inflationary tendency in the economy today which 
makes the consumers more aware of rising prices and particularly food prices 
because of their basic every-day nature. 

The rising cost of food in the average food basket today is due to the 
inflation factor within the total economy and the variety and convenience foods 
demanded by the housewives. 

Nevertheless, related to the rise in disposable income levels the portion 
spent on food shows a steadily declining percentage of total income. 

The Canadian consumer can eat better for less money in relation to real 
income than consumers can in any other country in the world with the 
exception of the United States. Certainly this must be a testimony to efficiency 
in the food processing and distribution system. 
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The competition for the increased consumer spending power has seen 
upgrading and added conveniences incorporated into a unit of food. This is a 
feature of our highly competitive free enterprise system. This competitive force, 
more than anything else, demands economical and efficient operation from the 
individual companies if they are to survive. 

In our business, profits are not excessive, particularly compared to other 
manufacturing industries. We could certainly wish for a lot more stability in 
our business, allowing us a greater assurance of achieving more reasonable 
profits, but we cannot see how this can be achieved without reducing the 
benefits of the competitive economic system in which we live. 

I would like to make some comments on our company in particular at this 
point. We believe the joint committee will have a better understanding of our 
exhibits and comments if we first table certain information on Canadian 
Canners Limited and some general description of the activities of the fruit and 
vegetable canning industry. 

Canadian Canners Limited was incorporated by letters patent dated April 
23, 1923 issued under the Companies’ Act of Canada, but actually has been a 
continuing company since 1903. 

The company is a major factor in the industry and is primarily engaged, 
directly and through subsidiary companies, in the processing and sale through- 
out Canada of canned fruits, vegetables, soups and other specialty line canned 
and bottled food products. 

The company and its subsidiaries own and operate 14 canning and pre- 
serving plants located in the provinces of Ontario (10), Quebec (2), Manitoba 
(1) and British Columbia (1). This will indicate the national character of our 
company. The company has approximately 1,300 permanent, and some 6,000 
seasonal employees. 

The company’s products are sold principally under the featured Aylmer 
and Del Monte labels. During the fiscal year 934% of our sales were made 
under company labels. In 1965, 92% of our products were packed in Canada 
using Canadian produce, Canadian labour and domestic supplies. The remaining 
8% were imported canned goods, packed from produce which cannot be 
commercially grown in Canada—cling peaches, pineapple are examples. During 
recent years approximately 5% of our sales have been made in the export 
market. Our product line includes over one huhdred and fifty varieties and 
types of canned fruits, vegetables, soups, juices, fruit drinks, pickles, olives, 
jams, jellies, catsup, special diet products and other specialties. 

Canadian Canners Limited has some 3,500 Canadian shareholders who hold 
the major portion of the 468,137 issued and outstanding Class A common shares 
which are listed and traded daily on the Toronto and Montreal Stock Ex- 
changes. 

I would like the members of the committee to take particular notice of that. 
Sometimes this is not known to all the people who are concerned about our 
company. 

Substantially all of the 936,274 issued and outstanding Class B shares are 
owned by the California Packing Corporation of San Francisco, California, which 
acquired an approximate two-thirds capital stock interest in 1956 under a stock 
purchase arrangement with the company shareholders. 

In summary, you can see that the California Packing Corporation does hold 
a two-thirds controlling interest in our company. The other one-third is held by 
some 3,500 Canadian public shareholders. 

I would like at this point to comment on our management committee and 
board of directors. Our management committee is composed of seven of our 
senior executives in Hamilton, and certainly the policies—and decision-making 
of our company are directed by that group of seven people operating in 
Hamilton. Our board of directors is comprised of 12 directors. Four are 
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executives of the California Packing Corporation. We have four of what we 
refer to as “outside” directors. These are gentlemen who are Canadian business- 
men and in our mind represent the 3,500 Canadian shareholders who hold the 
Class “A” stock particularly. We have four “inside” directors, if you choose to ~ 
call them that. These are Mr. R. N. Mapp, our Vice-President, Marketing; Mr. 
A. L. Nelson, our Vice-President, Production; Mr. W. J. Drynan, our Vice- 
Chairman and former President of our company; and myself. 

Our fiscal year terminates at the end of February each year and early in 
May an Annual Report is forwarded to our shareholders. This Annual Report, 
which is made available to the public through the press and investment 
reporting services, includes information on our financial position and earnings. 
Copies of our latest Annual Report for the year ended February 28, 1966 have 
been made available to the Joint Committee—and these are the reports here 
which we are talking about. 


THE FRUIT AND VEGETABLE CANNING INDUSTRY 


The canning industry in Canada can be traced back to 1870. The first plant 
to survive was opened in Grimsby, Ontario in 1870. In 1881 the Aylmer Canning 
Company began operations in Aylmer, Ontario. According to the D.B.S. census 
of 1963 the segment of the food processing industry, represented by the fruit 
and vegetable canners and preservers, numbers 334 establishments. 

Canned fruits and vegetables are important to the consumers because they 
bring the products from a short season to the family table all year round. They 
offer convenience, have a high quality and are available at economical prices. 

Canning is important to the grower because the industry utilizes the crops 
from a major portion of the total fruit and vegetable acreage in the country. 


SEASONALITY—A VITAL FACTOR TO CANNERS 


The fact that fruits and vegetables are seasonal has a heavy impact on us as 
a canner. Unlike most industries which operate every week of the year, we 
must concentrate our production in a few weeks. 

In addition to making the most economical use of machinery and equip- 
ment in a short space of time, the demand for high quality, further compresses 
the working season. In many fruits and vegetables the battle to preserve top 
quality results in timing demands where minutes are significant, and delay can 
easily result in a quality deterioration. Listed below are the days which were 
available for packing selected canned fruits and vegetables at the plants of 
Canadian Canners Limited in the 1965 packing season. 


Number of 
Production Available 
Product Area Days 

Asparagus Western? Ontario: o7 sn. ear aay ials 49 
Green Beans Quebectedss vt 'eidt te Jeon odT .cidabieta.y 33 
Wax Beans Muebec tia rc lalinetedihe or awe iohe 54 
Red Beets—Spring Western)/Ontarioraruid. od. air: adtiens ore iy, 
—Fall Western’Ontario? oP)", HAWS eH 25 
Corn Western’ Ontario. Oo ie bean en 30 
Peas Western Ontario. >. 220 eee OMe Th 63 
Pumpkin Wester OntariG +... eee ee ee 14 
Spinach Western *Ontario™, : weer, Sen eae ee 22 
Tomatoes Westerfi’OntaniGei™), Misra hig ie ibay eee 64 
Strawberries CemralOntatio o3 UH, Bigemigvordinl? [xs 21 
Peaches Central Ontario >. Sa etou hong Abeyerger Hy 
Bartlett Pears Central’ OntarioMm Nevo A .eoviliont ‘ty 28 
Red Pitted Cherries Central “Ontarie Pas ost ss, eniiaean: ari. 11 


Fresh Pack Cucumbers Central Ontarid) 1 | eneso my eid weorti>: 54 
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You will see it is quite a range of available days here. For red pitted 
cherries, which are packed in central Ontario, there were only 11 days available 
in 1965. The product with the greatest number of days in 1965 was tomatoes, 
with 64 days. Peas, with 63 days, were closest to tomatoes. 

We pursue two principal courses in our efforts to maintain an efficient 
operation. 

(1) Maximum use of equipment and personnel during the short canning 
season can be accomplished only by precise planning during planting and 
harvesting of the crops. This requires scheduling of processing operations for 
the maximum number of hours per day. 

(2) Extension of use of equipment and personnel can be accomplished by 
extending the normal growing season and by adding production of non-seasonal 
packs. 


STORAGE—THE CANNERS RESPONSIBILITY 


Significant changes in recent years in canned foods distribution methods 
have necessitated major investments by canners in warehousing facilities. 

Traditionally the canner packed fruits and vegetables during the season 
and then sold and shipped his product immediately to the trade. After the 
packing season the canner could literally close the plant, relying on the 
wholesaler to store and distribute the merchandise to the retailers throughout 
the year. 

Conditions are much different today. Wholesalers and retailers have placed 
heavy emphasis on reducing inventories and increasing stock turn-over, with 
the result that the canner must today provide storage for an extended period. 

In addition to substantial costs for this storage, increased warehouse labour 
expense is entailed for more frequent handling and broader product mix to 
satisfy customer service demands. 

The costs of the canner have been increased by the assumption of enlarged 
storage responsiblity and customer service. 


FINANCING THE CANNING OPERATION 


The back up of inventories from the wholesaler and retailer to the canner 
increases our cash requirements. 

We are very large users of short term financing. Our requirements peak in 
the fall, when most large packs are completed and our inventories are highest. 

The success of our operation is dependent on receiving an adequate supply 
of quality raw produce for processing. We pay the growers promptly for this 
raw produce. In addition large funds must be readily available to meet our 
seasonal weekly payroll and to pay our suppliers. All this occurs long before we 
realize income from sale of the finished product. 

Consequently, we must have a strong line of credit immediately and 
continuously available. The cost of this is substantial. 

The financing cost are substantial at any time, but have been even more so 
during recent months due to higher interest rates—and I am sure we are all 
familiar with that situation. 


Labour: In the seasonal activities of Canadian Canners Limited we encoun- 
ter some very difficult employment problems. The size of our work force must 
expand and contract with each change in seasonal harvest activity. 

Over the years, significant changes have occurred within the industry. 

Technical improvements in growing, processing and transportation have 
produced improved products. An ever-increasing demand has necessitated an 
expansion of facilities. Although much has been done in product diversification 
to extend the operating season and improve production cycles, we are still a 
seasonal business. This presents a formidable problem of increasing our plant 
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employees by up to ten times during the peak pack period. At a time when 
unemployment is at a record low, as it was during the 1966 packing season, the 
female population, representing 65 per cent of our seasonal labour force, has 
little or no incentive to seek employment to supplement family income. The 
industry has found it necessary to substantially increase its labour procurement 
staffs and absorb transportation and other costs in addition to wages. This is 
most important, gentlemen. Not only have we been facing increasing wage 
costs, but we have been facing increases in the cost of the procurement of our 
labour force, and in the cost of transporting that labour force to the plant. In 
1966, Canadian Canners Limited entered into the Federal Government pro- 
gramme of importing West Indian workers which was of very material help but 
only at substantially increased cost. As much as 61 cents per hour additional 
costs were necessary for West Indian workers, including transportation, food 
and housing. In spite of this, our Company was consistently short of competent 
people during the critical production periods of August and September, 
1966—and I am sure this situation was true throughout the industry. 

Labour costs have increased on all levels of production and we submit a 
representative statement of wage increases in the form of Exhibit 8 attached to 
this submission. 

If you would like to turn to that for a minute—this is the last page of the 
submission—you will see it shows changes in rates for two selected jobs ona 
seven-year comparative basis. You can see that the change in 1966 over 1960 in 
one plant was 32.7 per cent, and in the other plant it was 36.7 per cent. In 1966 
over 1965 those figures were 4.8 per cent and 5.7 per cent. It is interesting to 
note that there is an increase each year in these rates. 


PRODUCTION 
SOURCE OF RAW PRODUCE 


Our company is dependent upon the Canadian farmer to provide us with 
our basic product. Without him, a major part of our operations would cease to 
exist. A primary objective, therefore, is to encourage the farmer to grow 
canning crops for Canadian Canners Limited. 

Without the canning industry, the growers of perishable crops would 
encounter all the problems that characterize the fresh produce market. Armed 
with a contract with the processor, the grower has a guaranteed market for his 
produce, at a specific price. 

The processing of canning crops converts the farmer’s fresh product to a 
storable form; eliminating the need for pushing the fresh commodity onto a 
reluctant market. The problem of overproducing is reduced when acreage is 
grown on a contract with processors, because the processor is able to keep in 
close touch with shifts in consumer demand and to express these shifts in terms 
of acreage changes from year to year. 

However, the price processors pay for these crops is largely beyond their 
control. 

In Ontario, for instance, the prices for asparagus and most tender fruits are 
set by the respective Provincial Marketing Boards, with a minimum of discus- 
sion with processors. Most canning vegetable crops are covered by Marketing 
Boards and prices are set by negotiations with processors concerned. 

In British Columbia, the prices of most tree fruits are set by the B.C. Tree 
Fruits Limited (a growers’ organization), and allocations of tonnages are made 
by this group to the processors. Most canning vegetables are covered by 
marketing boards and the prices are set with some negotiations taking place 
with the processors concerned. 

As a result of this procedure, some of the highest raw produce prices in the 
world have been established for Canadian-grown fruits and vegetables. 
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Produce prices were generally increased for the 1966 crops and a sample of 
specific raw produce prices and costs can be found later in this submission in 
our answer to Topic No. 3. This is on Exhibit 3, and I think it would be better to 
refer to that late rather than to turn to it now. 

Most fruits and some vegetables, including large tonnages of tomatoes and 
asparagus, are still harvested by hand. Other vegetable crops are now harvested 
almost 100 percent mechanically. We are thinking there primarily of corn, peas, 
and green and was beans. There have been developments in recent years which 
have made it possible for these vegetables to be harvested 100 per cent me- 
chanically, and this has certainly helped to alleviate the labour shortage but has 
added to the cost. In almost all cases, the capital investment required for 
mechanical harvesting equipment has been made by the processors. Our 
investment has been substantial in these areas, but we have had the advantage 
of being able to combat the labour shortage. 


RESEARCH 

Many exciting changes have taken place in the production of food items in 
the past twenty years. These were made possible through extensive research in 
the many fields of food production, including the development of new crop 
varieties, new and improved harvesting equipment, new processing procedure, 
and new packaging and material-handling equipment. 

Searching for ways to improve the production of high-quality foods is a 
cost factor in our operations, but this is kept at a minimum since we have access 
to extensive research done in the United States through our association with 
California Packing Corporation. We think it very important that you realize 
that we are able to make available research findings, which benefit both grower 
and consumers. 

Agricultural research has been of great assistance to the canning industry. 
It has contributed, substantially, to the production of high-quality foods. 

The whole field of food technology has undergone substantial changes 
during the last twenty years, and many of the improvements in the processing 
field have been the result of scientific and agricultural research efforts being 
directed towards finding ways and means of improving quality and reducing 
costs, in order to maintain reasonable prices for canned foods purchased by 
Canadian consumers. 


I should like now to make some comments on marketing. 


COMPETITION 


We are in a consumer oriented business, trying to provide the Canadian 
housewife with a quality, variety and package size that she wants to buy to feed 
her family. 

We have a far too high regard for her intelligence to think that we could 
make her buy products she did not want. The choice available in today’s 
supermarket or grocery store gives her continually and opportunity by rejec- 
tion and preference to get what she wants. 

Our industry is extremely competitive in all activities from the farm to the 
consumer. We compete with all other processors, we compete with many other 
food products such as formulated convenience foods in the bakery line and 
dairy desserts. 

In the marketing of our Aylmer and Del Monte products we compete for 
consumer preference. We must therefore be alert to all competitive forces to 


ensure that our products are available at prices which will obtain a fair share of 


the housewife’s business. 


a 
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PRICING POLICY 


It is our policy to make available to the consuming public a high quality of 
canned foods at prices as reasonable as our costs plus a moderate profit will 
permit. 

In our judgment both the canning and distributing trades have a responsi- 
bility to the public to keep prices on a fair basis commensurate with today’s 
costs. 

We follow uniform sales and distribution policies. We sell to each of our 
customers in a given market at the same price. 

We operate in a competitive market with the full impact of the law of 
supply and demand at work. 

In our operation the profit derived from an individual product is not 
necessarily representative of the whole product range. We may have the same 
product being unprofitable one year and profitable the next. Only the total 
picture is a measure of how successful we have been as a company. 

This is something that I am sure is true of all companies in the canning 
industry, that some items are profitable and some are not. It is only when one 
looks at the total picture, and this can vary, that one is able to measure success. 
An item that is unprofitable this year may turn out to be of your profitable 
items next year. 


FIELD SALES 


Field selling of Canadian Canners’ products is handled by a combination of 
our Own Salaried personnel and independent brokerage organizations. Currently 
there are 74 salaried employees and 19 brokerage companies representing our 
products to the grocery industry. 

Our representatives are the principal means of keeping our buyers in- 
formed on crop conditions, pricing, advertising programmes, new items and 
many other factors that can influence the cost and supply of products in the 
buyer’s warehouse. 


DISTRIBUTION 


Moving products from plants to customers has seen revolutionary changes 
in patterns and techniques. 

Computer oriented inventory control programmes are now in use by our 
major customers. This results in considerable savings to them, but forces 
additional warehousing and supply problems back on the canner. Replenishment 
lead time is reduced to just days where several weeks was considered accepta- 
ble not too long age. 

The change in distribution has demanded refinements in planning, process- 
ing, packaging and warehousing. To meet this customer service demand, 
distribution warehouses are now maintained at strategic locations across the 
country. These warehouses allow us to maintain a full line of products, grades 
and sizes within easy access of primary marketing areas. 

Our objective is to improve customer service, which, in turn, has made it 
possible for our customers to more efficiently market and distribute our 
products at their lowest possible cost. 


ADVERTISING AND PROMOTION 


Like all consumer-goods marketers, Canadian Canners Limited is con- 
trolled by the interests and choices of the consumer, who alone exercises the 
final “buy”’-“don’t buy” decision. Therefore, the job of selling Aylmer and Del- 
Monte products is to indentify them with the values people look for in such 
products, and the job of advertising—which is simply salesmanship on a mass 
basis—is to communicate this sales message to the greatest number of prospec- 
tive customers at the lowest possible cost. 
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Over the years, we have found that the most effective advertising for our 
products is informative, “service” advertising. Our customers are not necessarily 
interested in a can of fruit or vegetables as such. They are interested in how 
these products can help them create better, more wholesome, more attractive 
meals for their families. 

So our advertising has tried, first, to direct itself to the personal values that 
motivate people, and then offer the assurance of Aylmer and Del Monte quality 
and dependability in realizing these values. 

In today’s highly competitive food industry, it is not enough to offer merely 
another can of corn or peas, no matter how favourable the price. Our experi- 
ence in over sixty years of marketing has taught us that the consumer wants 
more than this, and that our real product—if we are to maintain our franchise 
in the market—must be quality and service. This is the theme and promise of all 
our advertising, and in making this public commitment, we have obligated 
ourselves to a standard of performance that will consistently live up to our 
promise. 

In our efforts to promote our products we have sought the co-operation of 
our distributors and retail outlets by offering co-operative advertising pro- 
grammes. The purpose of these programmes is to help defray the cost to our 
customers for their Aylmer and Del Monte local advertising and merchandising 
efforts at the retail level. Proof of performance is required before payments are 
made. These programmes are made available on identical terms to all customers 
who compete in a particular market. 

Mr. Chairman, ladies and gentlemen, I would like now to turn to our 
comments on the suggested topics which were forwarded to us by Dr. James. 

In the preceding description of Canadian Canners Limited and the fruit and 
vegetable industry we feel that we provided the background information 
against which the answers, information and exhibits directly related to the 
“Suggested Topics for Discussion with Fruit and Vegetable Canners,” as sub- 
mitted to us by Dr. R. W. James, Special Assistant, should be reviewed. 


(Topic No. 1) 

Comparative financial statements for the period 1960-65 inclusive, showing 
gross sales, margins, cost of raw materials purchased, salaries and wages, 
operating and selling expenses and net profit. 


(Answer) 


We have submitted to you separately copies of our our published Annual 
Report for the year ended February 28, 1966. We are including as Exhibit 
1 of this submission a schedule of comparative financial statements for the six 
years 1960-61 to 1965-66, showing a detail of operating and selling expenses, 
and trying into figures which are shown in our published report. Before turn- 
ing to that exhibit, I would like to continue with the next paragraph. 

The earnings of our company and of the fruit and vegetable canning indus- 
try are considerably lower than the average level of earnings for manufacturing 
companies. I believe this is important for all of us to realize. The canning 
industry is a volume business with a one inventory turnover per year, operating 
on a very low profit margin per unit. This is important, when looking at 
percentages, because this is a one year inventory turnover we are looking at. 
Strong competitive conditions exist in the industry and earnings over the years 
have been at low levels. 

Turning to page 21 of the brief for a moment, you will see that we have a 
table for six years of comparative figures. We have put this table together on a 
basis which we believe ties in with what was requested in topic number one. 
Looking at the final earnings figures, you will see that our earnings in the last 
three years were substantially higher than in the first three years, when the 
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earnings were certainly at a low and unsatisfactory level. Looking at that table, 
you will see the percentage of gross sales ranged from 1.0 per cent to 1.4 per 
cent in the first three years, while the return on shareholders’ equity was from 
1.8 per cent to 2.5 per cent. They were most unsatisfactory returns. 

Our figures for the last three years have improved somewhat but they are 
still certainly at a very low level compared to industry in general. We will be 
glad later to discuss any details with any lady or gentleman who may have 
questions in relation to that schedule. 


(Topic No. 2) 
Show separately annual advertising expenses and their relationship to gross 
sales for the six year period. Detail principal charges made to this account. 


(Answer ) 

Keeping in mind our background comments on advertising and promotion, 
we are submitting here the specific advertising expenses for a six year period 
1960-61 to 1965-66 in the form of an attached statement that we have marked 
Exhibit 2. 

We show the same breakdown here, and we believe the information is that 
which was requested by this committee. 


(Topic No. 3) 
Show per-ton laid-down cost at plant of some of the principal fruits and 
vegetables purchased annually by years for the period. 


(Answer ) 

The more significant raw produce processed by the company are peaches, 
tomatoes, peas, corn and white beans. The prices per ton paid to the grower and 
the laid-down costs at the canning plant for the seven years, 1960 to 1966 
inclusive, are shown in Exhibit 3. 

Generally an upward trend in prices paid to the grower has been ex- 
perienced over the period. It can be observed that this trend has been 
particularly evident in the last two years. 

The expenses involved in laying the raw product down at the cannery vary 
from product to product, but are primarily freight or cartage, cost of field Staff, 
raw produce containers and cost of equipment used in harvesting the crops. 

This would explain the difference between average growers’ price and our 
laid-down cost at the plant. 

These expenses will fluctuate on a per ton basis from year to year 
depending upon the yields per acre of the crops which affect the efficiencies of 
the harvesting operation and the volume over which the cost of field staff and 
containers may be allocated. The cost of freight or cartage fluctuates according 
to the crop results and the proximity of the annual growing areas to the 
cannery, which for example is affected by crop rotations. 

These are the costs per ton of the five principal products which we pack. 


(Topic No. 4) 
Show the cost of containers and other packaging materials for the past six 
years and show their percentage relationship to gross sales. 


(Answer ) 

To illustrate the change in the price of cans, glass and corrugated cases a 
comparison on an index basis for seven years is shown in Exhibit 4. 

This has been done on an index basis, which we believe is more informative 
for the purposes of this committee. 

The prices vary from year to year as a result of suppliers price changes and 
also as a result of changes in our specifications. 
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We may change the type of container, thinking more of a type of 
corrugated carton. This is what we mean when we talk about specifications 
here. Sometimes we may use a plain carton and then may decide to go to a 
printed carton. We would be using our own printing of Aylmer, Del Monte on 
the carton, instead of a label. This would affect the specifications. Sometimes we 
find we can change the specifications, even within the corrugated medium which 
we might be using, which would change the price. 

Variations also occur between products according to such items as the 
specifications for tinplate and lacquer for cans, jar shape for glass and board 
weight and printing for cases. 

To gain a perspective of the relative proportion of the cost of containers 
and packing material to the total manufacturing cost (excluding selling and 
administrative expense) the percentage relationship is shown on Exhibit 4. The 
range over the past six years has been a minimum of 34.5% and a maximum of 
36.5%. 

On Exhibit 4 we have expressed the container and packaging material cost 
as a percentage of manufacturing costs rather than gross sales as we consider 
this a more meaningful comparison, and we hope the committee will agree. 


GFapicnNo, 3) 

Do you agree with the multiplicity of ‘sizes and containers’ of certain food 
commodities which appear on the retail market today and, in your opinion, 
what level of marketing is responsible for new sizes? 


(Answer ) 

In most of the products we produce we are governed by size regulations 
laid down, product by product, in the fruit and vegetable regulations of the 
Canada Agricultural Standards Act. Whether or not we pack the maximum 
number of sizes allowed for a particular product under the regulations, depends 
on our analysis of consumer preferences as we try to respond to consumer 
needs. For products other than those regulated as to size we follow very closely 
the regulations of sizes except where a very strong consumer preference is 
registered. This does not happen too frequently. 

The manufacturing, labelling and sale of all foods packed by our company 
is regulated by the following: 

(a) Regulations of the Food and Drugs Act. 

(b) The processed Fruit and Vegetable Regulations of the Canada 
Agricultural Products Standards Act. 

(c) The Meat Inspection Regulations of the Meat Inspection Act. 


The processed fruit and vegetable regulations, under which approximately 
85 per cent of our products are packed, establishes grade requirements (Fancy, 
Choice, Standard, Sub-Standard), as well as the container sizes which may be 
used, as prescribed in the act. | 

The primary purpose of the various acts is for the protection of the 
Canadian consumer from fraud, health hazards and misleading labelling. 

Under the Food and Drugs Act we are also governed by regulations in the 
selling and advertising of the foods we make. No food can be sold or advertised 
in a manner that is false, misleading or deceptive or likely to create an 
erroneous impression regarding its character, value, quantity, composition, 
merit or safety. 


(Topic No. 6) 


How do you determine that your sales prices are competitive? 
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(Answer) 


There are numerous ways of determining if our sales prices are competi- 
tive. We employ a number of these ways on a continuing basis. These are listed 
below, but not necessarily in the order of importance. 

(1) Feed back from the sales force to head office of all available 
competitive price information. 

(2) Published regional competitive merchandising activities. 

(3) Distributor reaction to our prices and offers. This comes quickly. 

(4) Trade movement of our products. 

(5) Retail price reporting service. 

(6) Newspaper features. 


It is a much greater problem to us to keep prices profitable than it is to 
keep them competitive. 


(Topic No 7) 
Generally, when pricing products for sale, do you employ fixed or percent- 
age mark-ups or are the laws of supply and demand invoked? 


(Answer) 


We do not apply fixed or percentage mark-ups. With a primary concern of 
recovering cost, the law of supply and demand then determines if we can 
realize our moderate profit goals as well. 

The law of supply and demand in the form of the competitive pressures 
that we are up against at all times is a forceful price regulator that in many 
cases will not allow us to reach the profit goals that we consider a reasonable 
return. 


(Topic No. 8) 
What is your sales policy respecting specialty items involving premiums, 
certificates redeemable by the consumer, cents-off deals, etc.? 


(Answer) 


We use premiums and certificates sparingly and feel that they can some- 
times be helpful and efficient in certain situations, for example, to introduce 
new items, accelerating the movement in an over-supply situation and at times 
to combat competitive moves. We do not use cents-off on labels. 


(Topic No. 9) 
Show quotations of f.o.b. plant sales prices per unit of some of the principal 
products offered during selected weekly periods in 1965 and 1966. 


(Answer) 


To illustrate the changes that have taken place in 1965 and 1966 for prices 
quoted for canned fruits and vegetables, 12 examples are shown in Exhibit 5. 
The prices shown are those at which goods were sold around the 15th of each 
month from January 1965 up to and including October 1966. 

We were asked to supply selected weekly prices, but these were not 
available. However, we think that this information will serve the purpose. 

Exhibit 6 has been provided in this submission to show the price indices as 
published by the Dominion Bureau of Statistics for the fruit and vegetable 
preparation industry, consumer price index and selected average retail prices 
for Canada. 

If you will turn to Exhibit 6, it can be observed that the food portion of the 
consumer price index has risen 5.0 per cent between July 1965, and July 1966 
but that the canned fruit and vegetable segments of the food index have only 
risen 1.1 per cent and 3.7 per cent respectively. 

25079—2 
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You can see the consumer price index in the middle of the page. You see 
“All Items” first, with an increase of 3.4 per cent, and then you see Food, with 
an increase of 5 per cent. This is between July 1965 and July 1966. 

The fruit and vegetables preparation industry selling price index for July 
1966 has increased 3.6 per cent over July 1965 but has only increased 2.8 per 
cent over July 1964. 


(Tope: No. 109 

When volume sales orders are invoiced, is the billing net of all discounts or 
gross less discounts? 

We found this topic a little difficult to understand. 


(Answer) 


We have one price regardless of the size of the order, and the billing is net 
of all discounts. 

As I say, we found this topic a little difficult to understand. We have 
attempted, however, to give the information briefly, but I would like to add 
some comments verbally in addition to the submission itself. 

We say here that we have one price regardless of the size of the order, and 
the billing is net of all discounts. In addition to that I would point out that we 
do offer a leaks and swells allowance of one-eighth of one per cent, and this is a 
deduction which appears on the invoice and is taken off when arriving at the 
net. In addition to that we have also a cash discount of 14 per cent for 15 
days, which shows on the invoice but is deducted when arriving at the net. 


(Topic No. 11) 


Does your firm pack for wholesalers’ or retailers’ “private” label? If so, 
what volume percentage of some selected items were packed in this manner in 
comparable periods in 1965 and 1966? 


(Answer) 


Our “private” label sales only amount to 64 per cent of Canadian 
Canners business during both 1965 and 1966. Only a few items are supplied to 
wholesalers and retailers for their labels on a continuing basis. Many of our 
offerings are dependent on our supply position. 

We are a national brand manufacturer but in view of the publicity given 
the “private” label aspect of the food business we would like to offer a few 
comments to this committee. 

It is a fact that many private label purchasers change their suppliers from 
year to year and, under such conditions are not guaranteed a constant quality 
standard. While some private label purchasers are quality conscious, more often 
than not the private label distributor buys from the packer who offers the 
lowest price. 

Private label suppliers generally are not innovators. They enter the market 
with new products only after substantial research and market development 
have already been accomplished by advertised brand merchandisers, and the 
product is already well known. Thus, many of the developments and advertising 
costs faced by the brand innovators do not accrue to the private labelled 
product. Accordingly, imitators of new products are able to sell to private label 
distributors at lower prices. 

Isolated products have been cited by distributors before this committee to 
illustrate the difference in price between private label brands and manufactur- 
ers’ brands. Some of these examples have shown considerable difference. A 
review of the current retail pricing of manufacturers’ brands of canned fruits 
and vegetables versus the private label brands in the Toronto market indicates 
an average retail price differential, which is illustrated on page 18. These © 
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differentials are substantially less than those existing on the products cited 
as examples to this committee. 


These are shown on the following page: 


TORONTO RETAIL SHELF PRICING 
Quoted from a pricing service book for October 1966 
Chain A Coan b.  Chaimn C 
15 oz. PEACHES, Choice Halves 


ErTvace isa pel oon Ae ae th le 20 ers. 27k¢ 284 
PTAs Bae. eT oe hed aks ea eek beta 293¢ 27¢ 
Has sy TR A is aka a a Ut 29¢ 284¢ 


15 oz. CORN, Choice Cream Style 
Piivatesdiabeh sinaa shadlaspor.adi ota es 164¢ 163¢ 
TaN EH GOR oe Oh ne 18i¢ 


15 oz. PEAS, Fancy 


PIVate, MAGEE aCe. eee te 203¢ 
TOL NICU Eco SR ahaa ee, Ada 22k¢ 
Other, National, Brands ¥arii fast ocoe dh 193¢ 
Y “y Tr dt hd ySpeed, Atco et di 214¢ 
1 i RE TE ie ORs 224¢ 


20 oz. PEAS, Choice 
POP NV BETES Sih acc tii code Say dase Mye. a Kibo x 213¢ 213¢ 
ASB ME Rrotanes atl. garearid ."ta.t2 234¢ 234¢ 


48 oz. TOMATO JUICE, Fancy 


En as OG Gt TES Seer ee a 33k¢ oie 35¢ 
PLINY 1 I ea el SE A fae mn Po ane Ore Oe 39¢ 37¢ 350¢ 
SOREL RGN SEATS oi ae ae al 37¢ 39¢ 37¢ 
a PS Th foesib. ociaiiiws5 41¢ 41¢ 41¢ 
is etn 2 UA Ee god iat hs ei aca 37¢ 39¢ 39¢ 
4 a La Re ee 41¢ 41¢ 41¢ 


You can see the swing in that chart, where, for example, Aylmer Tomato Juice, 
Fancy, goes from 39 cents to 37 cents to 35 cents. We are looking at what is 
probably a two-cent differential. 

Now, I repeat that these differentials are substantially less than those 
existing on the products cited as examples to this committee. The assurance of 
uniform, high-quality products together with the development of new products 
in response to consumer demands is, in our opinion, entirely justified as an 
element of production cost. 

We would like to state a few facts about the development of the manufac- 


turers’ brands. 
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The story, briefly, is that manufacturers develop brands for their products 
as a quality guarantee on which they stake their reputation. This guarantee has 
been accepted by consumers, thus assuring a market of sufficient size to risk 
substantial investment in advertising and promotion, plants and equipment and 
raw produce commitments. Economies of mass production and distribution 
justified large research and development expenses that resulted in quality 
improvements, better strains and higher retention of food value. 


We in the food industry pride ourselves in developing new products for the 
consumer. Innovation has materially contributed to our past success. It has been 
shown that it is the manufacturers of branded merchandise in most instances 
that have assumed the financial burdens of carrying on the extensive agricul- 
tural, scientific and market research necessary to develop new and improved 
products for the housewife. 


GLopic Nor i2) 


Where applicable, detail the various manufacturing costs involved in 
processing an average ton of tomatoes into the resultant pack of tomato juice. 


(Answer) 

We believe thai the relative value of the fresh tomatoes in the total cost of 
a pack of tomato juice may be understood by relating one dollar of raw product 
cost to the other expenses that are required to produce a finished product 
available for the distributor to market. For each $1 of tomatoes, that is used in 
tomato Juice we must purchase containers that cost $1.60; we require labour to 
process, label, and warehouse, 19 cents; we provide facilities and maintain these 
at a cost of 35 cents; we experience selling expenses excluding freight and 
storage of 42 cents; we pay freight and storage on the finished goods of 26 
cents; we require general administrative expenses of 19 cents. These expenses 
added by the company total $1.41, which when added to the $1.60 makes a total 
of $3.01 which must be added to the $1 of raw product, bringing the full cost to 
$4.01. This illustrates that the cost of bringing the consumer a food in a 
convenient and readily usable form at all times of the year involves considera- 
bly more than the bare raw produce used. 


(Topic No. 13) 

Select ten major commodities manufactured by your firm and allocate 
production, warehousing and sales costs such as containers and packaging 
materials; raw materials, wages, advertising, direct and co-operative, etc. to 
each. 


(Answer) 


The percentage relationships of the various cost components to total cost 
have been shown for eleven major commodities in Exhibit 7. 
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If you turn to Exhibit 7 on page 28 of our brief you will see a breakdown 
percentagewise for 11 of our products. In each case the total cost, of course, 
appears as 100. Let us take the first item which is 15-ounce peaches, choice 
halves. 


24/15 oz. 
Peaches 
Cho. Hvs. 
Cost of Manufacture 
Br OCT atk ob wea oo 1a.d ane a ac am oe 33.7% 
ihber DitecteMaterialss sie. Ai cthut. tema) tawes. 5.1 
38.8 
Aho eee! ora e Vibe ay Lie 17.9 
Gourusateds. Cases 05 oo. occu. 1.9 
ha belethey.Jdast coat: $n. she vue 1.5 
AN Wes 
We eCe E POCCsIne aes ng te oe ete a ty 9.8 
pe AOA Sea Siri nd wh since sot i coven 1.5 
Warehousing & Shipping ............ 0.3 
11.6 
Repairs amd amtenance oo | hts “i aR 2.6 
CeNera TOVeCINenU Mr secs tee ee ee UV 
Oe ce Oe ss oe ah os ye en In 
10.8 
Total Goetore, selling) sited oc cole. dade 82.5 
Selling Expense 
Cash “Discount «Pr aii shee le Pee See) US GARE 1.4 
Aavertisine & Hromotion «2+ s4a00¢.00.~e ts B 3.9 
Volume, Incentivessans 03 eorcee ce. DBSIS, 2H 1.0 
Brokerage land! Wield «Sales there. eentheen, 2.6 
meline hdmi. Apes. 1. ee, bo tee ry 
OCTEtIU Gr MOCOL ARE he ey a fhe ee OS anes 2.6 
12387 
Gen. Admins Expense, (Incl. .Intepest) af ie wae, oe 4.8 


TOTAReCOStT eer ns anilong edd.nt bovlevai 100.0 
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If you would like to take a look at the eighth item on that page, 20-ounce 
tomato juice fancy, you will see how this compares. 


24/20 oz. 
Tom. Jce. 
Fancy 
Cost of Manufacture 
Raw Products dnd dnehar artand ian oto walls 24.8 
Other Direct Materiales vccctvicns sce meets Oe E 
+ 
24.9 
Containers —Cahsre 4) eee eas. eee eee sh Be ae f 
COnrluigated wie ases.. 2 eta. bie ae a 
DiS DEUS ree toe LO le: ee ee eee Bee OG: 
39.8 
Wages] —Processitit- oo ic wsmiawanione olden eee eis pee 
—Labelime: & Casing tlw. Sanch. hens. 2.0 
Warehousing & Shipping ............ 0.6 
4.8 
Repairs and. Maintenance... cuca as ence ee eens a 
General “Overnend non nscan a talelee aca te ica anti atans 5.0 
DB OEOCT ATION 2 oe dice aot tea ae Ltn Se eo ee 1.4 
8.8 
Total. Rosle. fore ad elt, Caren oe. bee Sey |b 1333 
Selling Expense 
Cashs DISCO Unt. otee ice setae eee ane Ale ee ae 1.4 
AGVePUSing Ge WrOni0liGh: 4.7.4. es coe ee 3.9 
Volume Intentive: :.25.. tab sak foe ee Lid 
Brokerage and Field Sales .......... demsnositl 2.9 
Selling Admin. .:.:s..<% «ap. geese ae areaih A 2 
Freight & ‘Storage 4.on.. 4... a1 eee ee 6.5 
17.0 
Gen... Admin, Expense (Incl. Interest) {777.5 /291.4 4.7 
TOTAL) COST yee eee ee ee 100.0 


You will notice that under “Wages—Processing” the figure is 2.2 as 
compared with 9.8 for peaches. This is accounted for by the fact that there is 
more direct labour involved in the peeling of peaches, etc. 
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Now to mention the other items in this exhibit we have 15-ounce peaches 
choice halves, 15-ounce Bartlett pears choice halves, 20-ounce cream style corn 
choice, 20-ounce peas choice, 15-ounce peas choice, 10-ounce tomato soup, 
28-ounce whole tomatoes choice, 20-ounce tomato juice fancy, 1l-ounce catsup, 
15-ounce Boston baked beans with pork in tomato sauce, and two-pound pure 
strawberry jam. 

These we think are products which will give the information you have 
asked for. 

In Exhibit 8 some comparative labour rates per hour are shown to illustrate 
the trend since 1960. It can be observed that no significant changes were made 
in the seasonal rates until 1965 and 1966. I think it is important to mention this 
at this point; the big changes took place at that time. Wages in the cannery are 
having to keep pace with the generally increasing level of wages in the 
community in order to attract full-time and seasonal labour and most impor- 
tantly to enable the company to retain and satisfy in a monetary sense the 
trained and skilled employees presently on the staff. 

In concluding this submission we would like to emphasize some of the 
important facts that have been included: 


(1) The increase during the last year in the consumer price index for 
canned fruits and canned vegetables is less than the increase for all 
food items. This is shown in Exhibit 6, page 27, of our submission. 


(2) The proportion of personal disposable income spent on food at the 
retail level has declined from 24 per cent during the period 1949 to 
1953 to 20 per cent in 1965. This was reported by Mr. S. B. Williams, 
Assistant Deputy Minister, Department of Agriculture, to this com- 
mittee at the meeting held on October 4. 


(3) Very strong competitive conditions exist in the fruit and vegetable 
canning industry in the price area. 


(4) The earnings of fruit and vegetable canners are traditionally at low 
levels compared to average earnings for manufacturers. 


(5) Increases in the productivity of the canning industry have not been 
sufficient within the last year to absorb the increases in prices of raw 
produce and direct materials, labour rates, interest rates, fringe 
benefits and property taxes. 


(6) Consumers today are demanding and being provided with more 
variety and convenience foods than ever before. 


The purpose of the fruit and vegetable canning industry is to make farm 
produce available to consumers on a year-round basis. The problems of this 
industry are unique in many ways and efficient management is necessary to 
deliver the food from the farm to the table at a cost that will be acceptable 
to the consumer and provide an adequate return on the investment required to 
carry out this important function. 

Lady and Gentlemen, Mr. Chairman, this concludes the formal part of our 
submission to the joint committee. 

The chairman has already introduced the two gentlemen from our company 
who are here with me today. I would just like to take the opportunity to 
introduce them again. On my immediate left is Mr. W. G. Lister, Manager of 
Accounting; and next to him is Mr. R. M. Mapp, Vice-President of Marketing. 

We will be pleased, Mr. Chairman and members of the committee, to 
attempt to answer any questions anybody may wish to direct to us. Thank you. 

Co-Chairman Mr. BasrorbD: 'Thank you very much, Mr. Johnston and your 
company, for a very full and comprehensive brief. The first person I have on my 
list is Mr. Urie—unless you want a minute to catch your breath, Mr. Johnston? 

Mr. JOHNSTON: No, I am ready, sir. 
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Mr. UrigE: Mr. Johnston, the control of your company is held by the 
California Packing Corporation, I understand, in San Francisco—is that right? 

Mr. JOHNSTON: Yes, two-thirds control. 

Mr. URIE: The rest of the shares are pretty well held by Canadians and 
widely diversified? 

Mr. JOHNSTON: Approximately 3,500 Canadian shareholders. 

Mr. URIE: According to your financial statement, you have five subsidiary 
companies? 

Mr. JOHNSTON: That is right. 

Mr. UrigE: I would just like to review with you, very briefly, those 
companies and the activities in which they are engaged, and what portion of 
your total sales volume and profits are represented by sales and profits which 
have been derived from those subsidiaries. 

First, Aylmer Foods Warehousing Limited. 

Mr. JOHNSTON: Aylmer Foods Warehousing Limited is a warehouse and 
distributing organization operating out of Rexdale, Toronto. This is a warehouse 
which we built approximately five years ago in order to give service to the 
trade. The profits on Aylmer Foods Warehousing represent a very minor 
amount. 

Mr. URIE: Do you have those figures with you, sir? 

Mr. JOHNSTON: It is in the area of $10,000. 

Mr. URIE: What is the relationship between your company and that 
company? 

Mr. JOHNSTON: It is a wholly-owned subsidiary. 

Mr. URIE: How are the operations of the two companies inter-related? 

Mr. JOHNSTON: Our goods are shipped from our factories as produced and 
moved into that warehouse for storage. It is our largest warehouse so far as 
storage is concerned, and as orders are received from customers they are 
shipped from this consolidated warehouse. It is a consolidation warehouse, 
mainly—which I think should be stressed 

Mr. UrtE: And Canadian Canners pay a storage fee or rent, or whatever it 
may be, to Aylmer Foods Warehousing which, in turn, contributes its share of 
profits to the total profit picture? 

Mr. JOHNSTON: It is strictly an inter-company situation. 

Mr. URIE: What about Boese Foods? 

Mr. JOHNSTON: Boese Foods is a fruit processing company which we 
acquired in 1964, in the spring of 1964. They process fruit products in the 
Niagara peninsula, with a plant at St. Catharines. 

Mr. URIE: What is their total sales? 

Mr. JOHNSTON: I am afraid I do not have them with me. I cannot give you 
them accurately. 

Mr. URIE: Could you provide that information? 

Mr. JOHNSTON: Yes, that can be provided. I prefer not to guess, because we 
have not that information with us. We have thought in terms of just bringing 
the point out of our canning operation, including it all together. It is a 
wholly-owned subsidiary and is part of the total operation. 

Mr. URIE: What is the purpose of retaining it as a separate entity? 

Mr. JOHNSTON: For administrative purposes mainly. It has been easier for 
us to operate it with a separate board of directors, and not combine it entirely 
into our own operation. 


Mr. URIE: In what way is it easier, Mr. Johnston? 
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Mr. JOHNSTON: Well,—. 


Mr. URIE: May I ask you a different question then? Does the fact it remains 
in existence add anything to the cost of the products which are sold to the 
ultimate consumer? 

Mr. JOHNSTON: No. Probably the most important consideration comes from 
the marketing side. This company does have an accepted label of its own, which 
is the Henley brand, and by keeping its identity as such this does give us an- 
other label distribution. 

Mr. URIE: But you do not feel the fact it is retained in the separate 
corporate entity adds materially, if anything, to the cost of the product to the 
ultimate consumer? 

Mr. JOHNSTON: No, definitely not. 

Mr. URIE: What about Wagstaffe Limited, is that the same situation there? 

Mr. JOHNSTON: No, not necessarily Wagstaffe is a jam, jellies and peel 
plant located in Hamilton, which was acquired by Canadian Canners in the 
twenties, and is operated as a separate company, again mainly for distribution 
purposes. It has a different product group than canned fruits and vegetables, 
and it has certainly been our opinion over the years that this has been the best 
way to operate that organization. 

Mr. Urtg: Have you the figures for gross sales, earnings, etcetera, for this 
company with you for the period— 

Mr. JOHNSTON: I do not have them here, but we can provide them. 

Mr. UriE: Can you provide them for the same period shown in your financial 
statement, 1962-1966? 

Mr. JOHNSTON: Yes. 

Mr. URIE: What about Walmer Transport? 

Mr. JOHNSTON: That is a transport company which was organized in 1939. 
We use Walmer Transport, where possible, in the distribution of our own goods, 
and approximately 50 per cent of their business is the transport of our products 
from our plants to warehouses, and in distribution to our customers. 

Mr. URIE: The other 50 per cent are those carried by common carriers? 

Mr. JOHNSTON: That is the outside transport business. 

Mr. URIE: Do you have figures available with you today for its operations? 

Mr. JOHNSTON: I do not, but we would be pleased to provide them. 

Mr. URIE: For the period 1962-66. The only other one is Canners Machinery 
Limited. 

Mr. JOHNSTON: That is a machine shop and brokerage operation which 
operates out of Simcoe, Ontario, and has been operated as a subsidiary of 
Canadian Canners since the 1920’s. 

Mr. URIE: What is its function? 

Mr. JOHNSTON: Its function, through a machine shop, is to manufacture and 
assemble equipment for the food industry, primarily. In addition to that, they 
do have brokerage agreements with Canadian and United States companies in 
which finished material is imported into the country and distributed. 

Mr. UrtIE: Do you mean, finished machinery and equipment used by all 
canners in the country? 

Mr. JOHNSTON: Not just canners. Canners Machinery business is not 
confined strictly to canners. 

Mr. URIE: There again, you do not have those figures? 

Mr. JOHNSTON: No, I do not. 

Mr. URIE: But you will provide them? 
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Mr. JOHNSTON: Yes. 

Mr. Urie: Do you have interests in any other subsidiaries where they are 
not wholly owned? 

Mr. JOHNSTON: NO, sir. 

Mr. UriE: Do you have any interest in any primary producers of any 
kind? 

Mr. JOHNSTON: No, sir. 

Mr. Uri: Say, suppliers of raw materials you use in your business? How do 
you purchase the raw materials—by contract with the farmers? 

Mr. JOHNSTON: The majority is certainly purchased by contract. There may 
be some exceptions to that. You are talking of the raw produce? 

Mr. URIE: Yes. Is it supplied by the farmers? 

Mr. JOHNSTON: Yes, 100 per cent. 

Mr. ALLMAND: A supplementary, Mr. Chairman. You said you did not have 
any interest in primary producers. On page 7 you say that you have invested 
heavily in harvesting equipment over the last few years. Why do you do that? 

Mr. JoHNSTON: We own harvesting equipment because we provide harvest- 
ing for the growers. We make contracts. Take, for example, peas. We would 
contract with a grower for him to grow so many acres of peas. We buy these 
harvesters, and when harvesting time comes around we go into his fields and 
harvest the crop for him, but, we pick up the cost of harvesting. We are buying 
peas from him on a field basis. 

Mr. McCutTcHEOoN: I have a supplementary question, Mr. Chairman. How 
many farms do you own, Mr. Johnston? 

Mr. JoHNston: As far as individual farms are concerned, quite a few 
actually. They are spread out. 

Mr. McCutTcHEon: Then, it is not a little misleading for you to tell this 
committee that you get all of your primary products on the market? You are 
growing them yourself, are you not? 

Mr. JoHNSsTON: No, only a small proportion. We do have some land holdings 
which we are farming, but they comprise a small proportion of the lands which 
are used to produce for us. 

Mr. URIE: How many farms do you have, Mr. Johnston, and how many 
acres do they comprise? 

Mr. JOHNSTON: We would be pleased to provide that information. I do not 
have that information in front of me here. 

Mr. URIE: Roughly speaking, how much of the total produce that you 
purchase is produced on your own farms? 

Mr. JOHNSTON: I do not think I could answer that today. It would vary by 
products. We would be pleased to give it, but it is certainly a small proportion 
of our total. 

Mr. Uri: Is it ten percent or fifteen percent, roughly speaking? Your 
answer will be subject to correction when you get the exact figures. 

Mr. JOHNSTON: I would guess at this point it is in excess of ten percent. 

Mr. URIE: Does it cover all types of produce or just tomatoes and peaches, 
of what? 

Mr. JoHNston: Asparagus is probably the main one. We grow a substantial 
proportion of our asparagus on farms that we do own. We have brought in our 
own roots and plants, and have developed them. 

Mr. URIE: Are these farms in Ontario? 
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Mr. JOHNSTON: All the asparagus farms are in Ontario. All of our farms are 
in Ontario. 


Mr. URIE: I would like you to take a look at your financial statement with 
which you have been good enough to furnish us. I think all of the members of 
the committee have a copy. It shows, I presume, your gross sales for the period 
from 1962 to 1966, and they have increased from $39 million to $50 million, in 
round figures. I think that that is roughly a 30 percent increase. 


During the same period your net profits have increased from $420,000 to 
$2,150,000, in round figures, which is about a 400 percent increase. 


It seems to me that you have pointed out during the course of your very 
comprehensive brief that your costs have increased in such areas as storage, 
financing, seasonality, labour, and all of the various items that you set out in 
your brief. With those substantial increases in costs how do you account for 
such a tremendous increase in your net profits of 400 percent when you had an 
increase in your gross sales of only 30 percent? 


Mr. JOHNSTON: That certainly is a complex question. I think I would like to 
start my commentary there by pointing out that the profit situation for the first 
three years that are reported in our submission was at a very low level. Certain 
things had to be done within our company in order to get our earnings to a 
satisfactory level. We had a program of plant consolidation which we carried 
out. This was necessary in order to be able to install some of the automation 
that was required within our plant facilities in order to achieve lower costs. 
This was done and completed by 1963, in order to give us this better picture. 


We certainly did have the sales volume going up each year. I think the 
figures show that there was an 8 percent increase in 1964. We were able to get 
this sales increase without substantial increases in our overhead. With our 
earnings as low as they were, and as unsatisfactory as they were, for those first 
three years that you see here, we did have a very definite program going 
on within our operation right across the board in plant, field sales, sales, and 
head office, in order to streamline some of our Overheads, and we had 
reasonable success in that area. 

Mr. UriE: During the same period of time— 

Co-Chairman Mr. BAsrorp: Just a minute. Had you finished, Mr. Johnston? 

Mr. JOHNSTON: Yes, go ahead. 

Mr. URIE: During the same period of time, Mr. Johnston, your funded debt 
declined by about $1,200,000—that is, from 1962 to 1965—and your retained 
earnings increased from $17 million to $23 million. You had an increase in fixed 
assets of something in the neighbourhood of 27 or 28 percent. At the same time 
you were able to substantially and markedly increase your net profits. Was this 
all done through economies, and solely through economies? 

Mr. JOHNSTON: It was certainly one of the main contributors. 

Mr. URIE: You have shown— 

Mr. JOHNSTON: What we are Saying—may I stress this again to the 
committee? —is that we did not make satisfactory earnings in the first three 
years, and in the last three years we have got the earnings to a level which we 
think is still low but which is much better than what it was before. This has 
been done mainly through efficiency and improvements throughout the company. 

Mr. URIE: Would any portion of it be due to increases in the prices of your 
goods to your customers—increases which, in part at least, account for the fact 
that it was found necessary to constitute this committee to investigate food 
prices in this country? 

Mr. JOHNSTON: I think there is probably some evidence of that in the 
picture, but not in a major way. During this period we concentrated on the 
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items which were better profit producers. In the submission you will recall I did 
refer to the fact that there are some items which are always profit producers, 
and some which are not, in the whole picture. In looking at the picture at that 
time we looked at some of the products which we know produce profits, and 
some that produced limited profits. There was not any definite increase in prices 
at that time. Competition in this industry just does not permit you to do that. 


Mr. URIE: In that connection what share of the market do you have in the 
products you sell? 

Mr. JOHNSTON: Could you name a specific product? We have a very full line 
and— 


Mr. URIE: Take canned fruits and vegetables, for example. What share of 
the total market do you think you have in respect of them? 


Mr. JOHNSTON: Canned fruits as a complete line? 


Mr. URIE: If you want to break it down into individual items, then please 
do so. 


Mr. JOHNSTON: I prefer to leave it on a complete line basis. The concensus 
would be 20 to 30 per cent. I think it is more likely 25 per cent. 


Mr. URIE: In some particular product you would have a greater than 20 per 
cent share of the market, and in other products your share would be a smaller 
percentage? 


Mr. JOHNSTON: Yes. 


Mr. URIE: What is the one product that produces the greatest sales volume 
for you, and from which you have the greatest portion of the market? 


Mr. JOHNSTON: In canned fruits? 

Mr. URIE: Yes. 

Mr. JOHNSTON: Peaches. 

Mr. URIE: What about vegetables? 

Mr. JOHNSTON: Our biggest vegetable item would be peas. 

Mr. URIE: What percentage of the market in peas do you have? 


Mr. JOHNSTON: Mr. Mapp has just mentioned, to make sure, that so far as 
vegetables are concerned, tomato products as a complete line would be larger 
than peas. But, I was thinking of an individual item such as canned peas or 
canned peeled tomatoes. Just to make it straight for the record, as an individual 
item canned peas is greater than any one individual item of tomatoes. But if we 
are talking about tomato products, then as a vegetable product line it is the 
biggest. 


Mr. URIE: What percentage of the market does your tomato products line 
hold? 


Mr. JOHNSTON: We do not have that information. That is difficult to get. We 
are substantial in it, but we would be only guessing. 


Mr. UrRIE: Would the same be true of peas? 


Mr. JOHNSTON: Yes, to some extent, although we have some information on 
peas because we do use a marketing service to give us some idea of our share of 
the market. 


Mr. URIE: To leave that subject for a moment, I notice in your exhibit 1 
that you say your net profit as a percentage on gross sales in 1966 was 4 per 
cent, and as a percentage on return of shareholders’ equity, 7.3 per cent. How 
did you determine what the shareholders’ equity was? You are very familar 
with the difficulty of determining what shareholders’ equity is in any given 
instance. In this particular instance, what is the base you use? 


5 > oe 


CONSUMER CREDIT 943 


Mr. JOHNSTON: The base is shown in our annual report, February 28, 1966, 
and is spelt out on that particular statement ‘as shareholders’ equity, which 
includes the capital stock and retained earnings. 


Mr. UrIE: Thank you. The reason I asked the question is that we have had 
some people in here who included such things as capitalization of their rentals 
and long term leases, and so on. However, you have spelt out shareholders’ 
equity in your balance sheet. 


Now, as a subsidiary of California Packing Corporation, how do your net 
profits as a percentage of gross sales and your net profits as a percentage of 
shareholders’ equity compare. 


Mr. JOHNSTON: Ours are lower. I do not have the figures here with me 
today. If it is the wish of the committee that they be handed in, we shall be 
pleased to do so. The only report we have shows that ours was certainly lower. 


Co-Chairman Mr. Basrorp: Senator O’Leary? 


Senator O’LEARY (Antigonish-Guysborough): I should first like to ask Mr. 
Johnston a supplementary to two supplementary questions, which have already 
been asked with respect to your costs of harvesting equipment, with the 
acknowledge that you own and operate farms for which you buy harvesting 
equipment. Then I believe you indicated that you supply harvesting equipment 
to some of those with whom you contract. How do you charge up this equip- 
ment to them, or where is it shown? 


Mr. JOHNSTON: We do not charge it to them. I am subject to correction, but 
my understanding is that this is not charged to them. What we do is contract for 
this equipment in the field. We go in with our own harvesting equipment and 
harvest, and this becomes our cost. So this is a cost of ours. Just to make sure 
that there is clarification, perhaps I should ask Mr. Lister to make a comment 
or two on this. 


W. G. Lister, Manager of Accounting, Canadian Canners Limited: In some 
of the contracts with growers there is an arrangement for a charge of so much 
per ton or acre for harvesting of their crops. 


Senator O’LEARY (Antigonish-Guysborough): And you credit this again as 
a deduction against the cost of your goods landed? 


Mr. JOHNSTON: In other words, it is part of the contract arrangement cost. 


Mr. URIE: Mr. Chairman, I have a supplementary. Will you be good enough 
to supply to the committee a sample actual contract, or two or three of them if 
they vary in type? 

Mr. JOHNSTON: Very pleased. 


Senator O’LEARY (Antigonish-Guysborough): On page 19 where you use 
tomato juice as an example of the cost of the ingredient versus the cost of the 
container and processing operation, this represents, I believe, a three to one 
proportion of the cost of your containers and processing operations over the cost 
of the ingredient. Now, I can understand that quite easily, and you have 
explained it well, but you have referred to it as the cost to the consumer. What 
I just want to suggest is that you are only one of those who have this 
proportion represented as a cost to the consumer. Then we must add, of course, 
to the cost to the consumer the wholesalers and retailers distributive costs. I 
just mention that. In the Maritime provinces, for example, would you give us 
an approximate proportion of your over all Canadian volume sold there in 
fruits and vegetables? I will say Atlantic or Maritime provinces, whichever you 
wish to take. 

Mr. JOHNSTON: I am afraid we do not have any regional breakdown of sales 
figures here, but we would be glad to supply the information to the committee. I 
would have to guess at it; it would only be a guess. 
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Senator O’LEary (Antigonish-Guysborough): It may not be necessary, 
because I am going to ask a couple more questions in this respect. You do not 
have available regional sales volume figures, but would you have an approxi- 
mate idea of regional sales distribution costs? I could phrase that another way 
and ask if your distribution costs to the Atlantic or Maritime provinces are 
excessively high by comparison with elsewhere in Canada? 

Mr. JOHNSTON: Your question is are they higher, excessively high? Cer- 
tainly they are higher, there is no question about that. We are going longer 
distances. There are some situations where you get into agreed freight rates, 
and one thing and another. But this does not apply there, does it, Mr. Mapp? Do 
you have any comment on that? 


R. M. Mapp, Vice-President Marketing, Canadian Canners Limited: The distri- 
bution cost expenses to the Maritimes are possibly not as high as they are 
to some other areas in Western Canada. They are not excessively high, they are 
not as high as they are possibly in some other areas of Canada. 

Senator O’LEARY (Antigonish-Guysborough): Therefore your net profit, 
let us say on your merchandise sold in the Maritime provinces, is sufficient to 
keep you in business there—you would not want to withdraw from the 
Maritime provinces, and you do not hold any monopoly in fruit and vegetables 
there, do you? 

Mr. Mapp: No, sir, we do not. 

Senator O’LEARY (Antigonish-Guysborough): Thank you. In Exhibit 1, in 
the matter of interest expense, the figure given for 1965-66 is $487,000, and you 
made a reference on another page to the present increasing interest cost. Is this 
figure going to be up appreciably next year in view of present interest rates? 

Mr. JOHNSTON: It will be up considerably. 

Co-Chairman Mr. BAsrorD: I have a supplementary. Is this short term 
financing from the bank or on the market? 

Mr. JOHNSTON: We use both. It is mainly bank, but short term money is 
available on the market to us on a thirty-day basis, and we do use it. 

Senator O’LEARY (Antigonish-Guysborough): Have you reached your fall 
term peak period? 

Mr. JOHNSTON: No. Our peak is usually reached in December. 

Senator O’LEARY: In regard to advertising expenditures, Exhibit 2, I note 
that in the years 1964-65 and 1965-66, you have no regional television figures. 
You completely dropped television 

Mr. JOHNSTON: I could answer that question, sir, but I would rather Mr. 
Mapp answered it. 

Mr. MApp: We dropped regional television for a period of time and we have 
only used it sparingly and in limited areas. We have no continuous program for 
the use of television. In those particular two years we did not use it at all. 

Senator O’LEARY: You apparently have not used it since 1964, according to 
this? 

Mr. Mapp: That is correct, yes. I would like to qualify that. We have 
television going right now but it would not show in these particular figures. 

Senator O’LEARY: On the other hand, with respect to regional radio, in your 
last year, as compared to the previous year, I note that you have an increase 
from $66,000 approximately to $113,000. Is there a particular reason for this 
large increase in radio advertising, as being more beneficial to you? 

Mr. Mapp: It would be specifically in regions, ‘as indicated here, regional 


advertising, and in support of certain individual promotions, tied in specifically — 
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with heavy inventories and also attempting to build a consumer market in a 
certain area. 


Senator O’LEary: I suppose the same answer would explain the continuing 
co-operative advertising rise that you have had here in your costs, with the 
exception of the years 1962-63. You had a continuing cost going up to $778,000. 
I suppose the statement made in the brief on page 10 would bear this out. You 
feel that the most effective advertising for your products is informative, service 
advertising. Then you went on to say: 


Our advertising has tried, first to direct itself to the personal values 
that motivate people— 


Would these two items, co-operative advertising and the regional radio 
advertising, be the two most important factors in helping you achieve the 
objective that you have pointed out there? You believe that these two ‘are the 
most effective media? 

Mr. Mapp: First, the increase in the co-operative advertising is tied in 
specifically, practically altogether, with volume. 

As far as radio is concerned, if I understand your question, sir, the two 
combined are to develop and to move specific inventories and to strengthen our 
position, if we can, in a certain market. 

Senator O’LEARY: Perhaps this question is not relevant. The fact that you 
increase your regional radio advertising by approximately $47,000 and you 
eliminate your television, which in its last year was $58,000 approximately, 
would account for the greater increase in your radio advertising 


Mr. Mapp: Yes, sir. 


Co-Chairman Senator CRoLL: In looking at Exhibit 2 and your balance 
sheet, I note that you say in Exhibit 2 that you have spent less money on 
advertising and completely excluded television, yet according to the balance 
sheet you have done more business. 


Mr. JOHNSTON: I think, senator, you may not be picking up the increase in 
magazine and newspaper advertising. We changed our program in 1965, 
from spending some money on television and radio, and devoted a lot of those 
funds to national advertising in magazines and newspapers. 


Co-Chairman Senator CRroLL: But you have spent $2 million-odd in 1964-65 
and you are spending $1.8 million in 1966. Some variations appeal—you are 
down on national newspapers, up on regional radio, down on regional newspa- 
pers. You are down on regional television—you have told us that you gave that 
up completely in that year. You are down on “other advertising”. Foreign 
advertising has remained about the same. You are up on co-operative advertis- 
ing, which is something that others pay for. The total for advertising has been 
reduced by a couple of hundred thousand dollars. At the same time, you have 
done more business. How do you explain that? 

Mr. JOHNSTON: I think the explanation is that the budget as presented each 
year has to stand on its merits. Specifically, as to why we would be down in the 
1966 fiscal year as against 1965, it occurs to me the answer is that we did have 
some extra advertising in 1964-65 regarding some new drink products which 
were introduced in that year Without having the specific details here, I think 
the main difference between the two years is in that area of the introduction of 
the new product. 

The Co-Chairman Senator CRoLL: Mr. Johnston, if you look at your financial 
statements, you will see that in the year 1963-64, the earnings were $1,781,000. 
the net sales in 1963-64 were $43 million and in 1966, $50 million. It has become 
even larger. The only reason I ask the question is because everyone else has 
been telling us otherwise. They tell us that they must advertise more and more 
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in order to be able to get the business, but you seem to be able to get the 
business with less advertising. 

The Co-Chairman Mr. BASFoRD: A smart company? 

Mr. Urte: I notice in Exhibit 1 that the Volume Incentive of Selling 
Expense increased from $314,000 to $685,000. I presume that is due to transfer- 
ring some portion of your promotion to your customers? You provide them with 
the incentive to sell your products, and increase your costs. At the same time, 
your sales have increased at an even faster rate. Would that be the answer, in 
part, to the previous question? 

Mr. JoHNSTON: In part. As far as the volume is concerned, we do have a 
volume incentive plan, which is made known to all customers and made 
available to all customers, on the same rate across the board. 

Mr. UrtE: Is this part of your promotion to the individual company, volume 
incentive, while reducing your expenditures? 

Mr. JOHNSTON: Yes, more for the money spent. 

Mr SmutH: The Del Monte products in the United States are fairly heavily 
advertised on United States television, are they not? 

Mr. Jounston: Sometimes they are. They are variable. During the past 
twelve months they have done heavy advertising. 

Mr. SmutH: There are several million television listeners who have access to 
American television stations? 

Mr. JOHNSTON: Yes, in some areas of the country. 

Mr. SmitH: So, in a sense, perhaps the Del Monte advertising leaves the 
Canadian company as a coat-tail rider? 

Mr. Jounston: I can only say, sir, that you are entirely correct. We do have 
some spillover from the advertising done by Del Monte in the United States. 

The Co-Chairman Senator CROLL: That has been going on as long as I can 
remember. 

Mr. SmitH: Del Monte was not always jointly owned. 

Senator CARTER: My question may have been answered already. I wish to 
inquire about the great drop in regional paper advertising, from $224,678 in 
1960-61 to $18,405 in 1961-62. At the same time, national magazine advertising 
dropped $100,000. I wonder what factor induced you to make that change? 

Mr. JOHNSTON: Back in 1961-62? 

Senator CARTER: Yes. You went from $224,000 right down to $18,000 in 
regional newspapers, and in national newspapers you went down $100,000 also 
from $358,000 to $256,000, which is a pretty big drop in newspaper advertising 
expense. 

What came over you in that period? 

Mr. JoHNSTON: I would say that the results of our profits from that point on 
indicated that we were not doing the right thing. However, I cannot tell you 
specifically at this point what we were doing. You are getting back quite a way, 
and what our program was I do not know. 

It does not look as if it was the right thing at that time, because, after that, 
when we started to spend more money in the regional newspapers, things 
improved. 

The Co-Chairman Mr. BASForD: We will hear from Senator Inman. 

Senator INMAN: Mr. Chairman, I would like to ask Mr. Johnston a question. 
He mentioned earlier in his brief that the costs of producing had gone up. I was 


rather interested in hearing you say that one reason for this was that you had 


upped the quality of your produce. 


: 
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For over 50 years I have been buying canned goods and things of that 
nature, and I am just wondering if your products are up to as good a quality as 
in former years. 

Mr. JOHNSTON: You say that you are wondering if our products are as 
good? 

Senator INMAN: Yes. You said that one thing that contributed to the cost 
was that you had to better the quality of your products. Were they not as good 
formerly? 

Mr. JOHNSTON: I think, Senator Inman, that there may be a wrong 
impression here that we can correct. I am sure that you have got the wrong 
impression. What we are talking about there is that we are constantly aware of 
trying to develop new strains of seeds and raw produce which will produce a 
better product, and we think our company is on top of this and ahead of the 
industry on this type of development. 

We are talking about developing better quality seed which will produce 
better quality produce and which will produce better quality products in the 
can. 

Senator INMAN: Thank you. Then you say that research has contributed 
also to the cost. What did you find in your research? What helped you in that 
area? We all know that research costs money. 

Mr. JOHNSTON: We are really into three areas of Veseal clesallc,. LO RSs, 
specifically, what we found is a rather difficult problem to table. Referring to 
agricultural research, what we have found there in many situations is an 
improved seed which has helped us to produce a better product, both as produce 
and in the can. We have also done considerable research and are continuing to 
do so in the area of the handling of waste materials from the plants. 

We are also doing certain research at all times within the processing lines 
of the plants. We do market research, which is another area, and what we find 
out through that is certainly what our share of the market is and what we 
should be doing to get a better acceptance and distribution of our products. 

Research is a very broad field and we are spending money in all three of 
these areas. 

Senator Inman: And this all adds to the cost, of course. 

Mr. JOHNSTON: It does. We think they are very necessary costs and we 
cannot go ahead without continuing to carry on programs in these areas. 

Senator INMAN: On page 15 you mentioned white beans. What kind of 
beans do you mean? Are those wax beans? 

Mr. JOHNSTON: No, white beans are produced for pork and beans products 
or for baked beans. — 

Senator Inman: Now, you say another thing that contributed to the cost 
was the carton specifications. Why did you change them, if doing so increased 
the cost? Were the cartons you used formerly not all right? 

Mr. JOHNSTON: We got involved in two things there, and I believe I referred 
to both of them in my remarks. For most of our products today we are using 
what we call a printed carton, which has “Aylmer” or “Del Monte” right on the 
side of the carton. This we think gives us some advertising advantage, and there 
is only a minor cost involved there by having that printing on instead of using a 
plain carton and stamping label on the end of it. 

In addition to that you get an increase in the strength of the board which is 
used in the carton. It may be that we can cut back on that or that we will have 
to increase the strength of the board, depending on the damage reports on the 
products. 
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We are constantly conscious of this factor and we are working with the 
manufacturers to keep that cost under control. They do the research in that 
field and we work with them. 

This is why you can get changes in the line of board that is used. 

Senator INMAN: For a good many years you have been using the same 
labels. 

Mr. JOHNSTON: Yes? 

Senator INMAN: It happens that part of my family was in the grocery 
business, so that I realize that you have been using the same labels for quite a 
few years. 

Mr. JOHNSTON: Do you mean the same carton? 

Senator INMAN: No, the same label. 

Mr. JOHNSTON: Aylmer? 

Senator INMAN: Yes. For quite a few years. 

Mr. JOHNSTON: Three years ago we went into a very extensive program to 
change our label. Now, perhaps I missed a point that I should have covered 
when answering an earlier question by Mr. Urie, but we feel that this change 
very definitely contributed to the improvement we saw three years ago. We did 
a complete redesign of our Aylmr labels. I think we did an excellent job on 
our Aylmer red brand labels, and I believe they are doing the job on the 
shelves across the country and are effective in our advertising. 

Before that time, our labels were certainly a complete mixture. We had no 
family image. On our labels today we have. Mr. Mapp was very definitely 
involved in that program and he may even want to add some comment on that 
point. You hit a point there that I am sorry I missed before. 

Senator INMAN: Well, as far as I am concerned the change in the label 
would not make any difference to me, and I think that a great many housewives 
would feel the same way. If it is going to add to the cost, why change it? On 
another point, which products are not producers of income for you? 

Mr. JOHNSTON: This can vary. Do you wish this in a general way or at a 
specific time or what, senator? In one season it can be one product and in the 
next year it can be different. 

Senator INMAN: I will give you a little compliment. I have been using Del 
Monte products for a great many years and they are excellent. 

The Co-Chairman Mr. BASForRD: There is one solid customer. 

Mr. JOHNSTON: I would like you now to say the same thing about Aylmer. 

The Co-Chairman Mr. BASForD: You had better stop while you are up. 

Senator INMAN: The reason I have been using Del Monte is that I am not so 
fond of some of the Aylmer products. 

Mr. JOHNSTON: I should have stopped when I was ahead. Thank you, 
Senator Inman. | 

The Co-Chairman Mr. Basrorp: Have you concluded, senator? 

Senator INMAN: Yes, thank you. 

The Co-Chairman Mr. Basrorp: Mr. McCutcheon. 

Mr. McCurTcHEon: Thank you, Mr. Basford. Mr. Johnston, you have told us 
who the principals are who own Canadian Canners. Is there any other food 
processing organization in Canada that is controlled by the California Packing 
Corporation? 

Mr. JOHNSTON: No. None, sir. 

Mr. McCutTcHEon: Fine. 


CONSUMER CREDIT 949 


Mr. JOHNSTON: To the best of my knowledge, that is. I am not a director of 
the California Packing Corporation, but I think I am in a position to say that 
there are none. 

Mr. McCutTcHEon: During the years following the merger, you have 
consolidated much of your operation, I am told. How many canneries have you 
closed down and taken over since 1959-60? 

Mr. SMITH: Since 1956, say. 

Mr. McCutTcHEON: Yes, in the last 10 years. 

Mr. JOHNSTON: How many have we closed down since the California 
Packing Corporation acquired the controlling interest in our company in 1956? 

Mr. McCurTcHEONn: Yes. 

Mr. JOHNSTON: In 1956 we had, and I quote from memory, 45 operating 
plants on a national basis. Today we have 14, and we have opened no new 
plants. I think by a simple matter of deduction that it is approximately 30 
plants. Now, just so everybody is clear on this point, I must say that many of 
these were very small plants producing a very limited amount of product. 

Mr. McCutcHeon: In the takeover at that time was it more than just 
Canadian Canner outlets that were purchased and shut down. 

Mr. JOHNSTON: Are you talking about the California Packing acquisition? 

Mr. McCuTcHEon: Yes. 

Mr. JOHNSTON: It was only involved with Canadian Canners operations. 

Mr. SmitTH: I have a supplementary, Mr. Chairman. Since 1956, have 
Aylmer or California Packing purchased any other packing operations or 
canning operations in Canada and closed them down. 

Mr. JOHNSTON: No, sir. 

Mr. SmituH: None since that time? 

Mr. JOHNSTON: None. 

Mr. SMITH: There was only the original purchase? 

Mr. JOHNSTON: Right. 

Mr. McCutcuHeon: Now with your 14 remaining facilities you are doing 
considerably more business than was transacted before, and much more 
efficiently I take it, or you would not have done it. 

Mr. JOHNSTON: Exactly. 

Mr. McCutTcHEon: To what extent are your plants operating at complete 
capacity? 

Mr. JOHNSTON: That is a very broad question. I would like to attempt to 
answer it in a broad way. We are operating some plants for some products at 
capacity. There are other plants which we are not operating at capacity. This 
will vary with the plant and with the product. It is just one thing you cannot 
pin down. We have some situations where we are close to capacity and are 
going to have to do something in order to expand, to increase. 

Mr. McCutTcHEon: An increase in capacity—would it tend to a lower unit 
price for your product, for example—better utilization? 

Mr. JOHNSTON: Sometimes it will and sometimes it won’t. Some of these 
things are forced on the company because of the labour situation. In other cases 
we make changes to increase capacity, it may be a change in machinery which 
will speed up operations or some other change to increase efficiency. 

Mr. McCutcHEeon: On page 7 of your brief you say, “In Ontario, for 
instance, the prices for asparagus and most tender fruits are set by the 
respective Provincial Marketing Boards, with a minimum of discussion with 
processors.”’ Now is this why you own your own asparagus producing farms? 
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Mr. JoHNston: No, not really. As far as asparagus is concerned, we do not 
have a produce man with us today. Maybe we should have had him with us to 
answer this question. But I will give my best information on it. I could say that 
the growers were not desirous of replanting asparagus and apparently are not 
doing it today. What is happening is that what is coming from individual 
growers is deteriorating. We feel that asparagus is a produce which we can pack 
and which can be a definite contributor to our operation, and the only way we 
could see to have the raw produce available was to go out and buy farmlands 
and plant it ourselves. Also we had some strains, for example, asparagus roots, 
which we wanted to keep under our own control for our own use. We needed to 
have our own land to do that. 


Mr. McCutcHEON: Would you care to elaborate on the last part of that 
sentence—‘“with a minimum of discussion with processors.” Are you inferring 
that the farmers in Ontario are so unionized that they can tell you what they 
want? 


Mr. JOHNSTON: We can tell you that this is what happens with the fruit 
growers in the Niagara Peninsula. The marketing board has been set up within 
the growers, and they decide what they will set as a minimum price for 
peaches, and in fact the processors are told ‘“‘This is what you are going to pay.” 
Some of the other marketing boards have a different negotiating setup. This 
occurs with such things as asparagus and tree fruits; it is determined by the 
growers and the processors have to accept it. I am not a marketing expert 
myself. You may know more about this than I do. 


Mr. McCutcueon: No, not at all. I have, however, read some farm papers 
and I get an entirely different view of this. On page 5 of your brief you say 
“The costs of the canner have been increased by the assumption of enlarged 
storage responsibility and customer service.’”’ Somewhere else in the brief you 
pointed out that you have a one-year inventory. You also mentioned to us that 
you have storage facilities at Rexdale, and this, I assume, is a very expensive 
piece of property and shows you a profit of $10,000. Now we have been led to 
believe that the supermarkets in this country of ours have a turnover inventory 
as high as 12 or 15 times per year. In other words they have been, in effect, 
working on your money for this period of time. My question is probanly 
hypothetical—we are all interested in driving down costs. It would seem, 
therefore, from the information you have given us that you are paying interest 
charges and storage charges on a lot of expenses on a one-year inventory and 
the supermarkets are taking advantage of this fact because they are charging 
for inventory too, and in essence they never have any of their own money tied 
up in it. Would there be a savings involved here in a different marketing 
scheme? 

Mr. JOHNSTON: It is a very involved question. On the surface I cannot see 
where there would be any saving. So far as what we are doing in this 
consolidation in the distribution warehouses concerned, we have certainly got to 
have a warehouse somewhere and we have to have some goods at the plant and 
some in the distribution warehouse. We have two types of transfer of goods to 
our customers; some are plant pickup and we have to have goods there for that 
purpose, and some are on a consolidation basis at our big warehouse in Toronto. 
I cannot see where there would be any saving in this. Mr. Mapp is closer to the 
distribution people and the distribution methods than I am, and perhaps I could 
ask him if he sees any savings involved here which are not apparent to me. 

Mr. Mapp: I do not see any. If we did not absorb the cost it would have to 


be moved on to the next level of distribution. Somebody has to pay for storage, 
warehousing and handling. 


Mr. McCuTcHEON: Yes, I grant you that. I am speaking of the use of the 
money in this instance. 
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Mr. JOHNSTON: There has to be an investment in the warehouse somewhere. 
It is a question of whose hands it is in. So far as this particular warehouse in 
Toronto is concerned, certainly it is our investment and we have to recover that 
cost. 

Mr. McCutcuHeon: It would appear the supermarkets, through very efficient 
merchandising, have dropped the ball into your lap. 

Mr. JOHNSTON: I think they have, with our products, but I think it must be 
appreciated that this is warehousing of a different type. They are taking 
shipments from us and shipments from our competitors and are consolidating 
them in a warehouse and then moving them out. If we did not consolidate our 
own products in our own warehouse they would have to have a much bigger 
warehouse. 

Mr. McCuTcHEon: On page 3 of your brief you say “During recent years 
approximatelty 5 per cent of our sales have been made in the export market.” 
What export market? 

Mr. JOHNSTON: I think the easiest way to answer that question is to quote 
from the annual report here where we make reference to that: “Our company 
brands are reasonably well established in the export markets of the United 
Kingdom, West Germany and the West Indies.” 

Mr. McCutcHEon: Do you compete on the export market with your parent? 

Mr. JOHNSTON: Not as a general rule. There could be specific situations 
which would exist, but only for a short time. This is watched very closely, 
however. We know what they are doing and they know what we are doing and 
we have a pretty good knowledge of what their international operation is doing, 
and what they are doing in the international field is not competing. 

Mr. McCutTcHEON: What do you have to pay to the United States company 
for research? 

Mr. JOHNSTON: I am pleased you asked that; we don’t pay them anything. 
This research information and the results of the work they do are given to us at 
no cost to us. There certainly has been some cost to them because they have 
sent people up here to help us with it and to tell us what they found out and to 
help us to apply it to our operation. 

Mr. McCutTcHEon: Do you have to pay any licence fee for the Del-Monte 
brand or anything like that? 

Mr. JOHNSTON: No, we do not. They depend for their returns on their shares 
in the company. 

Co-Chairman Mr. Basrorp: I have a long list of names here. Mr. Allmand. 

Mr. ALLMAND: Mr. Johnston, I believe you said you changed your label 
three years ago. | 

Mr. JOHNSTON: 1964—early 1964. 

Mr. ALLMAND: Was this the occasion when you introduced your bilingual 
labels? 

Mr. JOHNSTON: No, we have had bilingual labels for many years. 

Mr. ALLMAND: You have, eh? 

Mr. JOHNSTON: Yes, there was no change at that time as far as the bilingual 
label was concerned. 

Mr. ALLMAND: Do you purchase your tins from one producer, or do you 
make your own tins? 

Mr. JOHNSTON: We purchase them from one producer—we purchase some 
cans from one supplier, and we manufacture some ourselves. 

Mr. ALLMAND: So you purchase all your cans from one manufacturer? 


Mr. JOHNSTON: Yes, all that are purchased; and we do manufacture some. 
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Mr. ALLMAND: I am sorry, but I did not quite understand you. 

Mr. JOHNSTON: We both purchase and manufacture. For certain sizes, we do 
manufacture. 

Mr. ALLMAND: About what percentage would you manufacturer? 

Mr. JOHNSTON: I do not have the figures here, but it is a substantial portion. 

Mr. ALLMAND: Would that be through Canners Machinery Limited? 

Mr. JOHNSTON: No, it is a separate plant operation in our organization; it is 
not a subsidiary plant. 

Mr. ALLMAND: I notice in your annual report that you have commenced the 
production of low calorie foods—a year or two ago, I presume. 

Mr. JOHNSTON: No, it is longer than that; it is some time ago. We have been 
in the low calorie diet products in canned foods certainly in excess of five years. 

Co-Chairman Senator CRoLu: At this point, would you mind explaining 
to my wife why they are more expensive? 

Mr. ALLMAND: I was going to ask that myself. Give me an example of the 
same food that is low calorie and one that is ordinary. 

Mr. JOHNSTON: I will attempt to answer that question on the understanding 
that if Mr. Mapp would like to add to it, I would be glad if he would do so. 

Firstly, these are fruits we are talking about mainly. We have to use a 
definitely higher quality on low calorie foods in order for them to stand up in 
the diet line. We are putting it into smaller containers, which is what is 
demanded by the diet customer, and this increases the cost on the basis of an 
ounce. We do not have the same volume of product in the diet line, so the 
overheads which have to be charged against that are higher. 

Mr. ALLMAND: Has your market research indicated that families, let us say, 
who buy diet canned fruit also buy the ordinary? In other words, do they buy 
both—most people who buy low cal? 

Mr. JOHNSTON: Do you have any information on that, Mr. Mapp? 

Mr. Mapp: Yes. I do not have the specific percentages, but we do know 
from research and actual experiences that many families buy some syrup- 
packed fruit and the diet line. Obviously, certain people within a family unit 
use syrup packed and others use a low calorie, calcium cyclonate as a diet. 

The reason Mr. Johnston gave as far as the increased cost is concerned, of 
course, it is necessary to clear all the lines in the packing operation of the 
syrup, and then for a special pack of low calorie or diet line we have to move 
through and have a new type of syrup, so to speak. 

Mr. ALLMAND: Are your sales increasing in the low cal products? 

Mr. MApp: Yes. 

Mr. ALLMAND: Do you have special advertising for your low cal products? 

Mr. MAppP: Yes. 

Co-Chairman Mr. BASFoRD: Could I ask a personal question? Do they 
work? 

Mr. JOHNSTON: Yes, our research definitely indicates they do, sir. 

Mr. ALLMAND: Are you in the frozen food business? 


Mr. JOHNSTON: We were in the frozen food business at one time, and we are 
not today. 


Mr. ALLMAND: Why did you drop out? 
Mr. JOHNSTON: The main reason for dropping out was that we were never 
really in it in a proper way, and it was going to require considerable invest- 


ment of capital to do so, and we felt at that time we had better uses for our 
capital. 


—————— — 
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Mr. ALLMAND: I notice you carry three brand names: Aylmer, Del Monte 
and Henley. Do these three brand names cover the same product lines; and, if 
so, what is the difference in the product? 

Mr. JOHNSTON: The Aylmer line, first, is a full line of fruit and vegetables, 
soups, jams, jellies products. The Del Monte line is one which we acquired 
when California Packing Corporation bought control of our company and made 
that label available to us. At that time Del Monte was shipping the product into 
Canada—peaches, fruit cocktail and pineapple products, which are not manu- 
factured here in Canada. They have continued to do so and at the same time we 
have expanded our products line into vegetables, primarily, so we do have 
products in the vegetable line of Aylmer and Del Monte which are basically the 
same products. 

Mr. ALLManpD: Do they compete with one another? 

Mr. JOHNSTON: Yes, they compete with one another. 

Mr. SMITH: Have you dropped any Aylmer labels and replaced them with 
Del Monte labels? 

Mr. JOHNSTON: Not that I am aware of. 

Mr. ALLMAND: If both brands cover the same product, is there a price 
differential between the two, or is one in a higher quality range? 

Mr. JOHNSTON: No, the quality is top quality within the label specification 
in both products. 

Mr. ALLMAND: To have two different brand names covering, let us say, the 
same quality of product, would not this add to the costs? 

Mr. JOHNSTON: No. Actually, it decreases our costs because it gives us more 
volume. In other words we are getting considerably more volume, in our 
opinion, by selling two labels than if we were only selling one label. As a result, 
we have larger quantities to spread our plant and production overheads over. 

Mr. ALLMAND: But you have to produce two kinds of labels. 

Mr. JOHNSTON: Yes, but labels cost the same for one or the other. Our 
production runs are large enough. 

Mr. ALLManpD: Are the can sizes the same in both lines? 


Mr. JOHNSTON: We do not have as many can sizes out in Del Monte lines in 
the same products as we do in others. 

Mr. ALLMaANnpD: I notice Henley. What about them? 

Mr. JOHNSTON: Henley is the manufacturer’s label of the Boese company, 
Which is the company in the Niagara peninsula, fruit packers, which we 
acquired in 1964. This is a label that very definitely has strong consumer 
acceptance which they had been using and which we have continued to use, and 
to which I referred earlier in one of my answers to Mr. Urie’s questions. 

Mr. ALLMAND: Do they compare too with the many lines sold by Aylmer 
and Del Monte? 

Mr. JOHNSTON: They are strictly fruit products—peaches, pears and fruit 
cocktail. It is not a national label to the same extent as the other two labels are. 

Mr. ALLMAND: Do you serve the whole Canadian market with all your 
brands, or do you limit certain brands to certain provinces? 

Mr. JOHNSTON: We service on a national basis with all the goods that are 
available. As far as Aylmer and Del Monte are concerned, we certainly cover 
Canada from east to west and west to east—including Newfoundland. 

Mr. ALLMAND: That is part of Canada too. 

Mr. JOHNSTON: Yes. Please strike that from the record. 
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Mr. ALLMAND: You said before you had approximately 25 per cent of the 
market in fruits and vegetables. Do you hold the biggest share of the market, 
compared to any of your competitors? 25 per cent is a pretty big percentage. 


Mr. JOHNSTON: This is in fruits. 
Mr. ALLMAND: Where do you stand, comparatively speaking? 


Mr. JOHNSTON: Based on the information we have, we would pack and sell 
more fruit products in Canada than any other. 


Mr. ALLMAND: Do you usually lead in price changes? 


Mr. JOHNSTON: Yes and no. We certainly attempt to be a leader in the 
market, and where it is possible we will do so. It is not always ourselves that do 
it. This is a situation where you just have to move with the competition. If you 
try to go up and the competition does not follow, you may have to come back 
down. With our size we certainly feel we should be a leader in this way, which I 
think is undestandable. 

Mr. ALLMAND: In your brief you state you sell approximately 64 per cent 
for private labels. If you do sell this percentage for private labels, is the quality 
of those products as high as your Aylmer and Del Monte brands? Let us say you 
sell peaches for a private label, would they be as good a product? 


Mr. JOHNSTON: Peaches are sold under the Choice label for private brands 
which we supply, and for our own brands. Certainly, the peaches which we sell 
under our own brands and under private labels meet government specifications 
for the Choice label. 


Mr. ALLMAND: Would they be exactly the same? Would they contain the 
same peaches, from the same grower? Would they be taken from the same 
farms, and so forth and so on? Is there any difference at all in the product 
which you pack for your private labels—and I do not know who they are— 


Mr. JOHNSTON: Sometimes there is. My answer to that question, I think, has 
to be that under our own label, Aylmer, we pack the best quality of fruit that 
we have available from our production. 


The Co-Chairman Mr. BASForD: I take it that the recipes are not the same? 
Mr. ALLMAND: I did not take that from the answer, Mr. Chairman. 


Mr. JOHNSTON: In the case of peaches the recipe would be the same. There 
is no change in recipe there. It is the sugar strength that determines the 
variation. 


Mr. ALLMAND: I noticed in one of the Montreal papers last evening that one 
of the supermarkets is now comparing prices column by column. They are 
putting the prices of their own brands and the national brands side by side, 
with a note of the savings. They go through about 25 products. When we had 
these people before us we tried to compare the quality of these products. They 
all alleged that the prices were lower, and they produced figures to show that 
they were lower. Would you say that in respect of the price to the consumer the 
difference is due to national advertising promotion used for the national 
product—your product, for example? 


Mr. JOHNSTON: I do not quite understand your question. 


Mr. ALLMAND: Let us say that Aylmer peaches sell for so much per can in 
the supermarket, and the supermarket’s own private brand, which is sitting 
right beside it, sells for 6 or 7 cents less. 


Mr. JOHNSTON: I will not buy 6 or 7 cents less. 


The Co-Chairman Senator Crotu: Hold everything. There is the ad. Just 
look at that, please. It is 6 cents. 


Mr. ALLMAND: My question, Mr. Johnston, is: What would explain this? Is 
it purely the national advertising that accounts for the difference in the price 
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between these products? The supermarkets do not engage in as much national 
advertising as you do, or they do not have as big an advertising budget as you 
have. Their advertising was around 2 percent, I think, when we examined it. 

Mr. JOHNSTON: I find it difficult to know just what your question is. You 
have thrown two or three curves at and I just wanted to make sure that I 
understand the question you are asking me. 

Mr. ALLMAND: The first curve was as to the difference in price. It was not a 
curve, sir: I was joking there. But, consumers are interested to know why 
certain prices are at such a level, and other prices are at other levels. These 
people are selling peaches, pears and peas, and so forth, and they are selling 
them at a price less than that for the national brands.My question is: Would this 
difference in price be explained by national advertising and national promotion? 

Mr. JOHNSTON: Well, I do not think we can really give a firm Yes or No 
answer to that. I do not think we know. We know that the private brands they 
are selling have not our advertising costs tacked onto them. These are not 
products bought from us. We do not know what they have paid for them, but 
we do know what they have paid for our products. We do not know what 
margins they are taking on their private labels as against the manufacturer’s 
brands. We do not, as a general rule, sell private labels. 

Mr. ALLMAND: Do you follow up the 64 percent that you sell to private 
label to see what the product is being sold for? 

Mr. JOHNSTON: Not on a regular basis. We are not private label packers. 

Mr. ALLMAND: You sell 6% percent to private label, and you say that in 
respect of peaches there was no difference in recipe. You said you sold top 
quality. 

Mr. JOHNSTON: That is right. I said we sold Choice quality. 

Mr. ALLMAND: Choice quality, excuse me. 

Mr. SmitH: Do you think that the private labels and the nationaly 
advertised brands act as policemen with respect to each other? Do you think 
that they each have a salutory effect on the other? If we had no private labels 
then the nationaly advertised product might be higher in price, and if there 
were no nationally advertised products then perhaps the private brands would 
be higher in price. 

Mr. JOHNSTON: All I can say is that competition is stronger by having 
private labels as well as manufacturers’ labels. It is the competition between 
labels—and these are additional labels—which is the price setter in this 
industry. Do you wish to add anything to that, Mr. Mapp? 

Mr. Mapp: No, I have nothing to add to that. 


Senator McGranp: In sub-paragraph (2) on page 20 you mention the 
proportion of personal disposable incomes spent on food at the retail level has 
declined from 24 percent to 20 percent in the period from 1949-53 to 1965. Now, 
what sector of the food industry took over that 4 per cent? 

Mr. JOHNSTON: What sector took over the 4 per cent? This is a 4 per cent 
reduction. 

Senator McGranp: It did not disappear altogether. 

Mr. JOHNSTON: I have nothing to base this on, other than— 

Senator McGraAnpb: This was mentioned in the brief of the Department of 
Agriculture. 

Mr. JOHNSTON: I would assume the consumer has taken this money and is 


spending it on television sets and clothes, and things for the home—hairdress- 
ing. I do not think she is saving it from what is seen in the figures. 


The Co-Chairman Mr. BASForpD: Senator Carter? 
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Senator CARTER: Most of my questions have been answered, Mr. Chairman, 
but I would like to ask a question supplementary to Mr. Allmand’s line of 
questioning about private brands. You said that private brands amount to about 
64 percent. What has been the trend? Is that 6$ percent an increase, or how 
does it compare with the figure for the previous year? 

Mr. JOHNSTON: So far as our company is concerned? 

Senator CARTER: Yes. 


Mr. JOHNSTON: We quote 634 per cent as our percentage for 1965 and 1966. 
We have certainly no plan to increase that percentage. Our plans are to 
maintain and increase our— 


Senator CarTER: But, that is 64 per cent of your total sales. 

Mr. JOHNSTON: That is right. 

Senator CARTER: As your total sales increase your private brands are 
increasing too? 

Mr. JOHNSTON: Yes, to a proportionate extent, this would be so. I think this 
is due, to a certain extent, to the increase in population. 


Senator CARTER: There is only a 2-cent differential between your private 
brands and your Aylmer brand at the wholesale level— 


Mr. JOHNSTON: We are talking about the retail level here. That is what 
these figures are here. 


Senator CARTER: That is what I wanted to get. 

Mr. JOHNSTON: Yes, they are retail shelf prices. 

Senator CARTER: The prices on page 18? 

Mr. JOHNSTON: Yes, those are retail shelf prices. We are not in a position to 
give you any information, in a proper way, as to the pricing at the wholesale 
level. 

Senator CARTER: How do you arrive at these figures? You say they are 
quoted from some pricing service book. 

Mr. JOHNSTON: We do engage a pricing service bureau in Toronto to supply 
this information to us. 

Senator CARTER: They go to the stores and— 

Mr. JOHNSTON: Yes, they do it on a test research basis, and this information 
is available. 

Senator CARTER: And they know that this private brand here is yours? 

Mr. JOHNSTON: No, we are not saying that these are our private labels. 

Senator CARTER: That is what I wanted to know. 

Mr. JOHNSTON: I do not want you go get that impression. It is a private 
label on the shelf, but not one packed by us. 

Senator CARTER: You have no information then as to how your private label 
sells at the retail level as compared with your Aylmer brand? 

Mr. JOHNSTON: No, because—we could obtain that by the use of codes and 
one thing and another, and a look at his distribution and ours, but we do not do 
this as a specific program, because I am sure that in selling a private label they 
are selling it at the same price, no matter who the packer is. 


Senator CARTER: I have a few more questions, but they can wait, Mr. 
Chairman. 

Mr. SALTSMAN: Mr. Johnston, as occasionally happens, supposing you were 
to get too much salt or sugar in a mix that did not meet your formula 
requirements, what would you do with that batch? 

Mr. JOHNSTON: Which did not meet our formula requirements? 

Mr. SALTSMAN: Yes. 
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Mr. JOHNSTON: We would certainly do an analysis of it, and I would think 
we would dump it. It would depend entirely on what the difference was. If it 
was something like just the flavour going off a little bit, it could possibly be set 
at a cheaper price under another label and still be passed by Government 
inspection. If it was something to make a product unpalatable we would have 
no choice. 

Mr. SALTSMAN: Assuming it had a taste that was not up to your particular 
standard, would that be marked as a private label? 

Mr. JOHNSTON: No. 

Mr. SALTSMAN: I noticed your reluctance when you discussed the difference 
between private label and national label. 

Mr. JOHNSTON: We would not sell it to one of our customers on a private 
label basis with that knowledge. 

Mr. SALTSMAN: But it would be sold in some way and might show up as a 
private label? 

Mr. JOHNSTON: It could be, depending on what the deterioration—not the 
deterioration, the flavour problem was. 

Mr. SALTsMAN: So if there was a difference between your product and the 
private label product that might subsequently show up it would be a question of 
a slight difference in taste rather than the difference in intrinsic merit of the 
food itself, is that correct? In other words, the private label would still be good 
enough for people to buy and to feed their children, and all the rest of it; it is 
just a question of the taste being off according to your standards. Is that a 
correct interpretation? 

Mr. JOHNSTON: Let us have it understood that there is no indication on our 
part that a private label product would be off in taste. My understanding of 
your question, and what I have previously said, is that if we have a product 
which is off in flavour and which would still pass Government standards and be 
a good food suitable to sell, it could be sold under another label which would be 
a standard label, which we have. Our own company has standard labels, and it 
might pass as standard and not a choice product. 

Mr. UrRIE: What about sub-standard? 

Mr. JoHNSToN: Sub-standard specification, too. But we would not sell it 
under a private label, and I am not suggesting that we or any other company 
would do that. I want to make that perfectly clear. 

Mr. Sattsman: I think that is quite important. On page 18 where you make 
a comparison between private label brands and national label brands. Were any 
private brands which you used as an illustration backed by your company? 

Mr. Jounston: I cannot tell you. This was done by a retail service 
organization, and whether any of these private label items were used or not, we 
would not know. 

Mr. Sautsman: I woud like to refer you to Exhibit 1, the comparative 
financial statement. I do not know whether this question was asked while I was 
not here, and I apologize for coming in late, Mr. Chairman. In the years 
between 1962-63 an 1963-64, there was a very dramatic increase in your 
earnings before income tax in your net earnings. Did you get an accounting as 
to why that increase took place in that particular year? 

Mr. JOHNSTON: Those questions were already asked. 

Mr. Sattsman: I see you have foreign advertising mentioned, where is that 
foreign advertising? 

Mr. Jounston: It is shown on Exhibit 2. The United Kingdom and the West 
Indies. 
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Mr. SALTSMAN: I think there were some further questions regarding the 
amount of exporting you do in the world. Are you perfectly free to go into any 
foreign market and compete with your United States parent? 


Mr. JOHNSTON: We are. 
Mr. SALTSMAN: Do you go into foreign markets and compete with them? 


Mr. JOHNSTON: Where our costs are less so that we can compete, yes. We are 
limited in the world market really to the United Kingdom, West Germany and 
West Indies. These are the only areas in which we are really able to compete at 
the present time. 


Mr. SALTSMAN: What about Australia and New Zealand? Are United States 
products sold in Australia and New Zealand? 


Mr. Jonnston: Not to my knowledge. If we could land them there at the 
same price— 
Mr. SALTSMAN: You have not explored those markets, though? 


Mr. JoHNSTON: Only in a general way. I do not know whether Mr. Mapp 
would like to add anything to this. 


Mr. Mapp: For many years we have been attempting to build our business 
in Australia, but it is confined to about four different items; no fruit at all, one 
item in vegetables, and the rest in specialty items. It is a negligible market as 
far as we are concerned. 


Mr. SALTSMAN: Would you have some advantage over your United States 
parent under Commonwealth preference wherever there are Commonwealth 
countries? 


Mr. Mapp: We do in the United Kingdom and the West Indies. 

Mr. SALTSMAN: What about African countries? 

Mr. MApp: I don’t believe so. 

Mr. JOHNSTON: I am not certain, but I do not believe so, Mr. Saltsman. 


Mr. SALTSMAN: Will you give us any indication how your prices compare 
for similar products here in Canada with the United States? 


Mr. JOHNSTON: Similar products with the United States? 


Mr. SALTSMAN: Say a can of beans or peas or corn of the same size and 
quality in the United States. 


Mr. JouHnston: I don’t really have any information on that at the moment. 
Have you, Mr. Mapp 


Mr. Mapp: No, I have nothing on that. 


Mr. JOHNSTON: I would guess this would vary within products up and 
down. We know our fruits would be higher here than in the United States, but I 
would think in vegetable items it would be quite comparable. 


Mr. SALTSMAN: Do you have a tariff protection on your canned goods? 


Mr. JOHNSTON: Yes. It varies by products. Mr. Lister certainly has a better 
knowledge of this than I have, but I do not think it is fair to say that it is right 
across the board, because they vary by product, some ad valorem, some specific. 


Mr. SALTSMAN: Could you give us some indication of those tariffs on those 
products, if you have them? 


Mr. JOHNSTON: You are talking about the protection say from the United 
States coming into Canada? 


Mr. SALTSMAN: Yes. 
Mr. JOHNSTON: Peaches, 24 cents a pound. 
Mr. SALTSMAN: How does that work out for corn? 


Co-Chairman Mr. BaAsrorp: Mr. Saltsman, it was my intention to ask 
National Revenue to file with the committee a complete schedule of food items. 
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Mr. SALTSMAN: All right. Referring again to Exhibit 1, earlier in your 
brief you indicated that one of the reasons costs were higher was because of 
rising interest rates; is that correct? Now, on Exhibit 1, if you look at interest 
expense, you find that interest expense is down quite considerably over the last 
three years. 

Mr. JOHNSTON: Our interest expense does show as being down there in two 
years, and then going up again. You must remember that we had earnings 
which have been retained and which helped to keep our borrowings down. That 
is the main reason for this. We have been paying a dividend on our “A” shares, 
and that has all been paid out of earnings. Our working capital has improved 
and we have had better control of our inventories. Our interest rate has been 
increasing and moving up higher than initially. I am talking about interest rate, 
not total borrowings. 


Mr. SALTSMAN: Is it fair to say that you have been able to do much of your 
expansion, this considerably higher volume over those years, from retained 
earnings? 

Mr. JOHNSTON: It has been done with earnings retained. 

Co-Chairman Senator CroLL: Regarding Exhibit No. 5, where you show 
peaches, 15 ounce, in the first column, would you tell me what you get for a can, 
in 1965, roughly, and in 1966, for peaches, pears and corn. 

Mr. JOHNSTON: At which point? 

Co-Chairman Senator CROLL: You could average it for the year. 

Mr. JOHNSTON: What we get per can? 

Co-Chairman Senator CROLL: Yes. 

Mr. JOHNSTON: My friend Mr. Lister may be able to work that out. Senator 
Croll is asking for the average price per can, as I understand it, for 15 
Ounce peaches and 15 ounce pears and 20 ounce corn, on the basis of the 
information shown here. We want the per can price. 


Co-Chairman Mr. BAsrorp: While Mr. Lister is thinking on that, Senator 
Inman has some questions. 


Senator INMAN: I wish to ask Mr. Johnston about the labels. What is the 
specific differential between private labels and growers labels? 


Mr. JOHNSTON: I do not understand the question. Is it on the shelf, or the 
appearance, or the quality? 

Senator INMAN: Quality. 

Mr. JOHNSTON: As far as quality is concerned, whether it is a manufactur- 
er’s label or a private label, the quality is stated on the label and is determined 
by Government regulations under one of the acts we have referred to in our 
submission. 

Senator INMAN: What would be the difference in price, for instance, or is 
there any? 

Mr. JOHNSTON: The difference in price, between the private label and the 
manufacturer’s label—the difference in the price at the shelf level is the only 
information we can give. 

Senator InMAN: At the outlet? 

Mr. JOHNSTON: On page 18 of our submission we give some information we 
received from our service in Toronto. The indication there is that it is in the 
area, in many products, of two cents a tin. 

Mr. Senator INMAN: Why is there that difference? 


Mr. JOHNSTON: As national brand packers we are involved in advertising 
costs which we have to recover. We have no control over the margin which the 
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private label man is willing to take in his own store. Mr. Mapp may have 
something further on that. 

Mr. Mapp: On page 17 we outlined in our brief certain comments. We 
indicated that we had certain expenses in developing an item. Whether it be 
fruit cocktail or some other item, the manufacturer would have a substantial 
investment in developing that particular product and then presenting it to the 
consumer over and over again, in such a way that she becomes interested in it, 
buys it, and continues to buy it. With that investment, the manufacturer must 
recover that portion of expense. Quite often, the private label distributor would 
not have the initial expense and therefore he would have the benefit of an 
investment already made. That would be one of the reasons why, possibly, the 
national brand would be more expensive than the private label. 


Senator INMAN: Thank you. 
Mr. SALTSMAN: To get some idea of this investment cost in the private 
label, how much fruit cocktail, in dollars, would you sell in a year? 


Mr. JoHNSTON: From memory I cannot give you that figure today. We 
would be glad to make it available to the committee. 


Mr. SALTSMAN: Would it be a million dollars a year? 

Mr. JOHNSTON: Yes, it would be in excess of a million dollars. 

Mr. SALTSMAN: This would mean that if a private label sold at 10 per cent 
less, you are getting $100,000 a year for national label. If you take this over a 
period of years, this would more than cover the cost of research and advertis- 
ing? How much would it cost to research and do development on a product of 
that type? 

Mr. Jounston: I do not think it is possible to answer that question. When 
these things are developed, the development is done over many years. Fruit 
cocktail is an item which grew over a process of many years. I would say it goes 
back many years to the time it first came onto the market and as to putting a 
specific cost on that, I am afraid I cannot help. 

Senator O’LEARY: Were you ever in the baby food business? 

Mr. JOHNSTON: Yes, sir. 

Senator O’LEARY: In what year did you discontinue your operations in the 
baby food business? 

Mr. JoHNSTON: Speaking from memory, it would be about 1955 or 1956. 


Senator O’LEARY: You mention in your brief that you import only about 8 
per cent of the products used in processing and you indicated two particular 
items as examples. Did you ever import pears at any time? 

Mr. JOHNSTON: Yes. 

Senator O’LEaARY: In 1964 and 1965, for example? 

Mr. JOHNSTON: Yes, we brought some in. 

Senator O’LEARY: In 1963 would you have imported quite a large number? 

Mr. JoHNSTON: I do not think it is a large number. We brought in some 
pears to supplement our Canadian pack and to bring into certain areas, but 
generally we have not brought in a lot of pears. 

Senator O’LEARY: What is a cling peach, as compared to our Canadian 
grown peaches? 

Mr. JoHNSTON: My personal opinion is that a cling peach is an inferior 
peach to a Canadian freestone peach, which is the product we pack in Canada. 
The cling peach has a different skin and softness to it, but it seems to appeal to 
the housewife for appearance sake, over the freestone. It does not have the 
flavour, it is not as sweet or as tender. It is strictly a processing peach, a peach 
which is grown in the United States, in Australia, South Africa and other 
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countries, for processing only. It is not a peach for the fresh market. The 
freestone peach which we use in Canada is used in the fresh market as well as 
in processing. I say again that, in my opinion, it does not come up to the free- 
stone peach for flavour and for eating on the table. 

Senator O’LEARY: You do not import it, then, to meet your sales require- 
ments by a certain demand? 

Mr. JOHNSTON: You are speaking of which? 

Senator O’LEaAryY: The cling peach? 

Mr. JOHNSTON: We do bring in the cling peach, under the Del Monte label, 
and always have. 

Mr. URIE: In Exhibit 2, dealing with advertising, there is no mention of 
such things as deal allowances, samples, coupons, et cetera, in your total adver- 
tising expenses. I am reasonably certain—you can correct me if I am wrong, 
that you do indulge in this type of promotion. Where is that found in your 
statement? I am talking about three things specifically. 

Mr. JOHNSTON: That is what I wanted to be sure of. What are the three 
things? 

Mr. URIE: Deal allowances, samples, coupons. Mr. James has drawn them to 
my attention. Are they under the heading of Volume Incentive? 

Mr. JOHNSTON: No. As far as samples and coupons are concerned, they are a 
very minor part of our operation. I would like to make that comment. In regard 
to deal allowances, Mr. Mapp will speak, as he is more familiar with it. 

Mr. Mapp: On our invoicing, as has been brought out, we have no place at 
all for discounts. 

Mr. URIE: It is a net figure. 

Mr. Mapp: Yes sir. Any deal allowances would be worked into the price. I 
think I am correct in that. On samples, as was mentioned, it is negligible. 
Coupons are negligible with us. We have used some coupons, but to a very 
limited extent. 

Mr. URIE: But you do indulge in deals quite extensively, from my observa- 
tion in various stores. 


Mr. MApp: In merchandising allowances, yes, sir. 


Mr. UrRtE: There should, then, be added to your advertising expenses, 
should there not, to give a true reflection of the amount that you expend on 
promotions, the sums that you expend for deal allowances? If that is correct, 
then, sir, could you provide for the committee, for the years 1960 to 1966, your 
expenditures for deal allowances and the percentage of gross sales. 

Mr. JOHNSTON: What actually do you mean by “deal allowances”, so that we 
are sure we understand you. You see, I think what we are saying is that we do 
have certain allowances which will be in effect for a period, which is something 
off the list price. Now, these are netted. 

Mr. URIE: Tell me what those are. 

Mr. JOHNSTON: These are netted at that time. In our system we are showing 
a net price. This sort of thing would be difficult to take out. 

Mr. URIE: But the fact that you even have them, though, does in effect 
contribute to the cost somewhere, does it not? 

Mr. JOHNSTON: We have thought—and correct me, Mr. Mapp, if I am not 
right in my comment here—that deal allowances which we are talking about 
here are in effect price adjustments. 

Mr. URIE: Like a volume incentive? 
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Mr. Jounston: No, that is something which is earned on the basis of 
purchases of quantities over the year and is paid at the end of the year, 
depending on the bracket the buyer is in. 

Mr. Urie: Give examples, then, of some of the things that you do to provide 
the retailer, and the ultimate consumer, with certain additional goods, deals, 
prices off, or whatever it may be. 

Mr. Mapp: I will add something to this. For example, from time to time, in 
order to increase our market and fill our movement of the given product, 
whether peas or corn, we would possibly pack a larger inventory of a 10-ounce 
item, the small can. 

Since it is impossible for us, because of expense reasons and costs, to 
sample from house to house or even to use coupons, we may put on a special 
price for a 10-ounce item. We do this. However, that particular allowance comes 
off the invoice, and it moves out and is invoiced at a given price, at a specific 
price. If, for example, our price on a certain item has been 53,00, pel Case 
delivered, say to Rexdale or Toronto warehouses, and at a certain time we want 
to put on an allowance, we reduce the invoice price and extend it in the usual 
manner, but we reduce it to, perhaps, $3.00 or $2.90 or $2.80, whatever the 
allowance is. 

Mr. Urie: That would be the price going on the invoice? 

Mr. Mapp: That is right. 

Mr. Uriz: Have you any information as to whether those savings are passed 
on to the consumers? 

Mr. Mapp: As far as we know they are. That is the reason that we put those 
on. We put them on certainly with our own intention that they are to be passed 
on to the consumer. 

Mr. UriE: Does your market research or comparative shopping, whichever 
it may be termed, indicate that, in fact, in most cases it is passed on? Has the 
volume of purchases from your organization indicated that those prices have 
been passed on? 

Mr. Mapp: Yes, that is true. 

Mr. UrteE: To the full extent of the allowances, do you suppose? 

Mr. Mapp: I would think so. However, the distributor does have additional 
expenses for these promotion. 

Other than that, he was window displays or special floor displays, and 
certainly there is some cost to him from those. 

Mr. Urre: How many of those do you run a year? 

Mr. Mapp: We have no given amount. They run from time to time, based on 
the inventories and the need for certain promotion. 

Mr. Uris: In 1965 or 1966, or both, can you supply us with figures of how 
many of those deals you ran and how many dollars were involved in them and 
to whom they were made available? Were they made available to all of your 
customers? 

Mr. JoHNSTON: Oh, yes. I think a good example is this 10-ounce program 
which Mr. Mapp was mentioning. I know that yesterday, coming up on the 
plane, we noticed that one of the chains—and unfortunately I cannot remember 
the name, although I would not want to mention the name specifically in any 
event—did have the 10-ounce program advertised in the paper. This is one 
obvious proof to us that this is being done. 

Mr. Urie: Having seen that ad, is there any way for you, knowing for what 
you sold the product, to determine whether or not there is an equivalent 
reduction in the ultimate price to the consumer? 

Mr. JoHNSTON: There is, and I am sure the marketing people are watching. 
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Mr. MApp: Yes. 

Mr. JOHNSTON: We do not have a specific report on it that I know of. 
Perhaps Mr. Mapp’s staff does. 

Mr. URIE: Would it be possible, Mr. Johnston, Mr. Mapp, to give us a report 
on that? 

Mr. Mapp: Yes, Iam sure we can do that. 

Mr. JOHNSTON: I think, from what is in the record here, that we can 
certainly figure out what you want, Mr. Urie, and certainly give some informa- 
tion on it. 

The Co-Chairman Mr. BASFoRD: What other payments do you make to the 
chain stores? 

Mr. URIE: I was coming to that also. 

The Co-Chairman Mr. BASForRD: Go ahead. 

Mr. Uris: I think what you had in mind, Mr. Chairman, is this: what 
payments do you make to the chain stores for various displays, such as aisle 
displays, floor displays, window displays, or displays of any kind? Where is that 
shown? 

Mr. JOHNSTON: I would like Mr. Mapp to handle that question. 

Mr. Mapp: We have in our merchandising and marketing program a 
co-operative merchandising allowance. Corporate funds are made available to 
every one of our distributors. They are made available on an equal basis. For 
the items of Del Monte and Aylmer the allowance amounts to eight cents a case 
on everything that the distributor buys and ships to his own operation. 

That fund is build up, and at certain times we make those moneys available 
for special advertising or for a co-operative effort in merchandising and 
advertising. They are paid after proof of performance, as was indicated earlier. 

We have one other part of this merchandising program which we refer to 
as volume incentive, and that is based on the total volume that a distributor 
buys, and it is paid at the end of the year. 

Mr. UriE: What is that volume incentive in percentages? I can see it there 
as a percentage of your total sales, but what is it, precisely? Say that I am the 
merchandising man for Dominion Stores, what is the volume incentive which is 
given to me? And further to that, does mine vary from that of Loblaws and 
from that of IGA, or from the incentive given to the man at the corner of the 
street? 

Mr. Mapp: No, it does not vary at all. We have the same program out for 
every distributor. As I mentioned, it is based on volume that a particular 
distributor does with us. It starts, for example, on the Aylmer volume incentive 
program, from 20,000 cases up to 49,999 at two and a half cents a case, and it 
builds on up through there. 

The Co-CHAIRMAN Mr. BasrorD: What was the situation on that same thing 
before 1960? 

Mr. Mapp: We had a different program at that time and it was based on a 
percentage increase. 

The same allowance was made to every distributor, but at that time, or 
prior to 1960, our volume incentive program read that for a 1 per cent increase 
in volume the distributor would receive one cent a case extra, up to 4 per cent 
increase. There was nothing over a 4 per cent increase, and nothing over four 
cents a case. 

The Co-CHAIRMAN Mr. BasrorD: Was that true also of the co-operative 
advertising program, of the eight cents a case? 

Mr. Mapp: Well, we had a different advertising program, merchandising 
and co-operative program at that time. I do not have it with me. I do not recall 

25079—4 


964 JOINT COMMITTEE 


exactly what we did have, but we would be very happy to furnish the 
committee with the information. 

The Co-CHAIRMAN Mr. BASFORD: Wha tchange in your method of operation 
did section 338 of the Combines Act make? 

Mr. Mapp: We changed our total merchandising plan at that time. We made 
the whole program available to all distributors. 

The Co-CHAIRMAN Mr. BASFoRD: Prior to that time the plan had not been 
available to all? 

Mr. Mapp: It had been available to everybody on the same basis, but under 
the new section they deemed that our program was not acceptable. 

Mr. Jounston: If I might just add a word, Mr. Mapp, I would just say here 
that, prior to that change, it was a true incentive program. It is not now, at that 
time we had built-in amounts that were paid by increases in sales volume. Now 
it is on a straight bracket basis. In each situation it was made completely 
available to every customer, and it was a public plan. There was nothing secret 
or confidential about it whatsoever. 

The Co-CHAIRMAN Mr. BAsrorD: Was this change an improvement from 
your company’s point of view? 

Mr. Mapp: I don’t think it was an improvement. We probably would have 
liked the other one better for various reasons. I don’t think it made a great deal 
of difference, however. 

The Co-CHAIRMAN Mr. BasForD: Didn’t it serve to get the supermarkets off 
your back? 

Mr. Mapp: Well, they were trying to get as big a co-operative advertising 
allowance as they could, and they have, but it really made no difference. 

Mr. JoHNSTON: Supermarkets are our customers and we like to have them 
on our backs. 

The Co-CHAIRMAN Mr. BasrorD: But also live and die depending on 
what they do to you. 

Mr. Urie: At one time didn’t the ability to have displays and to have 
co-operative advertising programs with the supermarkets chains—were not 
these all subject to individual negotiations from time to time so that you might 
be asked, for example, in any one given instance or you might be told “If you 
want a display in each of our 20 stores, you will have to pay so-many dollars 
for such a period of time’? 

Mr. Mapp: We think that was probably the case. 

Mr. Urte: Do you know whether or not it was from your own experience? 

Mr. Mapp: I cannot tell you because I just came into this job in 1960. 

Mr. URIE: Well, from information then? 

Mr. Mapp: Yes. 

Mr. URIE: Is it the case now? 


Mr. Mapp: No. I would like to qualify that. Different distributors have 
different programs for merchandising and co-operative advertising and, de- 
pending on the performance they give us, that controls the expense. For 
example, they may have one price on a certain type of promotion and they may 
have a higher price on another more expensive promotion. We, as a co-opera- 
tive advertiser with them, buy, so to speak, out of our co-operative funds the 
programs we want. 


Mr. UrRIE: The funds are withheld for the purpose of co-operative advertis- 
ing from time to time during the year? 


Mr. Mapp: That is correct, yes. 
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Mr. URIE: But the individual display or store demonstration is subject to 
negotiation within the amount you have budgeted for co-operative advertising? 

Mr. Mapp: Yes. 

Co-Chairman Mr. Basrorp: What happens if at the end of the year 
there is a credit balance in that account? 

Mr. Mapp: That comes back to us. 


Co-Chairman Mr. BAsrorp: How often is there a credit balance in the 
fund? 


Mr. JOHNSTON: It is a minor amount that is not picked up. 

Co-Chairman Mr. BAsrorD: The chains are able to get all the funds out 
by the end of the year? 

Mr. JOHNSTON: They are given a period of 90 days at the end of the fiscal 
year, that is up to the end of May, to use all this up. 


Mr. Mapp: I would like to add that some of the money always comes back 
to us, but I don’t know the exact amount. 


Mr. UrIE: Are you the people who fix the co-operative advertising allow- 
ance or is that also subject to negotiation? 


Mr. Mapp: It is our own doing. 

Mr. JOHNSTON: I have here copies of the two plans. I think you will 
understand them after reading them. 

Mr. URIE: I will study these things and perhaps we will come back to them. 


Co-Chairman Mr. BASrorD: Could I have a statement for the last fiscal 
year showing the amount in the fund left by the balance that could have been 
taken up by Dominion, Steinberg’s, Safeway and Loblaw’s? 


Mr. JOHNSTON: Yes. 


Co-Chairman Senator CROLL: Have you got that answer, Mr. Johnston? 
Mr. Lister, what do you make it for canned peaches, if you have it there—15 
ounces, the average for 1965? 


Mr. LISTER: The approximate average is 214 cents per tin. 

Co-Chairman Senator CROLL: What is it in 1966? 

Mr. LISTER: It’s 234. 

Co-Chairman Senator CROLL: Canned pears? 

Mr. LISTER: Twenty-four. 

Co-Chairman Senator CROLL: And in 1965? 

Mr. LISTER: Twenty-six. 

Co-Chairman Senator Cro_ut: And canned corn? 

Mr. LISTER: Sixteen and one-half. 

Co-Chairman Senator CROLL: In 1965? 

Mr. LISTER: That is 1965. 

Co-Chairman Senator CROLL: And in 1966? 

Mr. ListER: It is 174—that is approximate. | 

Co-Chairman Senator CROLL: That’s all right. These are averages. I 
have a figure before me from the Department of Agriculture which says the 
average price received by the Ontario growers for raw produce delivered at the 
factory expressed as cents per tin. For the choice grade for the years 1961 to 
1965 and 1966. The Department of Agriculture says that for the canned 
peaches—the 15 ounces we are referring to—the grower got 5.7 cents for what 
went into tha tcan. You got 214 cents and it was sold for 26.2 cents. Have you: 
got that all right? I am going to have some comment. | 

Mr. JOHNSTON: Can we have them again? 
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Co-Chairman Senator CROLL: The grower got 5.7 cents for what was in 
the can. You got 214 and it was sold for 26.2. In 1966 the grower got 64 cents 
for what was in the can, you got 233, and it was sold for 29.2 cents. We are 
talking of averages, not months. Then we go on to corn: the grower got 4.3 
cents, you got 164 cents, and the public paid 23 cents. In 1966, the grower got 
4.2 cents, you got 174 cents, and the public paid 23.4 cents. Now, can you 
enlighten us on the spread? 

Mr. JOHNSTON: I would like to be sure what you are asking for. We have 
got some figures for peaches and corn. 

The Co-Chairman Senator CROLL: I gave you the figures for peaches, 5.7 
cents, 214 cents, and 26.2 cents in 1965, and 6.5 cents, 234 cents, and 29.2 
cents in 1966. 

Mr. JouNSTON: I have the figures. You want us to comment on what? 

Co-Chairman Senator CRoLL: The grower got 5.7 cents for what was in 
that 15-ounce can of peaches, and you got 214 cents; is that correct? 

Mr. JOHNSTON: Yes. 

Co-Chairman Senator Cro_tt: And you sold them for 26.2 cents. It 
seems to me at a quick look that from 5 to 21 is quite a substantial spread. 

Mr. Jounston: I think what you are getting at, if I understand you 
correctly, is the breakdown as shown on our Exhibit 7 as to the variation 
between the percentage of the cost of raw produce which is in the total cost of 
100. Also at page 19 we dealt with it on the basis of tomatoes. In these 
additional costs here we go from 5.7 cents to 21.5 cents. We, of course, have to 
add in all the labour. We have our plant depreciation and our maintenance 
costs. You have selling expenses; you have freight and storage to add; and 
general admin. expenses. The difference between 5.7 and 21.5 is the cost of these 
things plus a small, I would expect, profit that is in here. 

Co-Chairman Senator CrotL: May I ask you then: As I indicated this 
comes to me from Agriculture, and certainly you must have tested it. He said 
the grower got 5.7 cents in 1965 and 6.5 cents in 1966. Do you question that? Do 
you agree with it? 

Mr. JOHNSTON: It is about a 14 per cent increase. 

Mr. Lister: Our grower cost is about 6.7 against the 5.7 you speak of 
there. Ours is a little higher, about 6.7. 

Co-Chairman Senator CROLL: For instance, in corn, do you quarrel with the 
fact it is 4.3 and 4.2 to the grower? 

Mr. ALLMAND: There is one question I would like to ask on peaches. The 
Department of Agriculture—and I certainly hesitate to challenge any of their 
figures—they say the grower got 5.7 in ‘65 and 6.5 in ‘66. 

Mr. JOHNSTON: Our information is that the grower got the same thing in 
both years. 

Co-Chairman Senator CROLL: Not in Exhibit 5; there the price was differ- 
ent. 

Mr. JOHNSTON: That is our price. We are talking about the price we pay to 
the grower for the produce. I do not see how they can go from 5.7 to 6.5, when 
the price was the same for both years. 

Co-Chairman Senator CROLL: That is the price they gave us, as I indicated, 
from the department. 

Co-Chairman Mr. BASForp: It is a matter open to great study, senator. 

Mr. JoyAL: How are you doing this year? Your fiscal year terminates in 
February, and about eight months have gone by. I am curious to find out how are 
your sales and earning figures for this year—continuing an improvement? 
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Mr. JOHNSTON: Certainly, you have me on the spot. We do not produce any 
interim figures to our shareholders or anyone. If I have to answer that question, 
I certainly will; but I do not think it is the proper way to have our earnings for 
this year get out to the financial public. Our shareholders have received at this 
point no report on our picture for this year. 

Mr. JoYAL: The last question is: In your statement of earnings, you showed 
depreciation during 1966 of $1,093,000; but in your balance sheet you are only 
charging off about $600,000 on that. What is the reason for that practice? 

Mr. JoHNSTON: If I follow your question, you are saying the increase in our 
depreciation accumulated, as shown on the balance sheet, is somewhere in the 
area of $6,000,000, and we are showing a charge of $1,093,000 on the statement 
of earnings. The difference there would represent the assets which we have 
disposed of during the year and which we have removed from both the assets 
side and the depreciation accumulates the values that are against those disposals. 

Co-Chairman Mr. BAsrorpD: There being no further questions, and it being 
five minutes past one— 

Mr. SALTSMAN: Mr. Johnston, will you predict lower prices for the consumer 
this coming year? 

Mr. JOHNSTON: On some items this is possibly so; on other items, no. 

Co-Chairman Mr. Basrorp: There being no further questions, I would like 
to thank Mr. Johnston and his company and witnesses for coming here today and 
presenting the very comprehensive brief they have and for undergoing the 
extensive and exhausting question period. We appreciate very much, sir, your 
co-operation and help to the committee. 

Mr. JOHNSTON: I am glad to be here, sir, and if there is any further help we 
can be, we will be pleased to assist. 

Co-Chairman Mr. BASForRD: We are late this afternoon, but I have good news 
for the committee: you have the afternoon off. Green Giant of Canada limited 
was supposed to be here this afternoon but will not be presenting its brief, and 
there will be no meeting this afternoon. I understand Mr. Campbell wants to say 
something to us. 

Mr. Colin C. Campbell, Vice-President, Green Giant of Canada Ltd.: Mr. 
Chairman, Senator Croll, honourable members, ladies and gentlemen: I did not 
want to say anything, except to express our regret at our inability to be here due 
to adverse weather conditions in the Windsor area. I passed this information 
along in an informal way; I do so now in a formal way. Apparently, nature was 
not on our side. The Jolly Green Giant, over the years, has lived on close terms 
with the sun, rain and nature; but today the adverse weather conditions militate 
against his being here. However, we will be very happy to be here at any time 
that is convenient to the committee and members of the company. Believe me, 
gentlemen, the Windsor airport has beeen socked in for the last day, and I 
believe there is snow to the extent of 8 to 10 to 12 inches, and it is much 
regretted we cannot be here. 

Co-Chairman Mr. BASForD: Coming from Vancouver, you are talking about 
conditions I know nothing about, Mr. Campbell. We will arrange another 
appearance. In the meantime, when the weather conditions clear up and you 
can have the brief sent up, we will appreciate receiving it. 

Mr. CAMPBELL: I will pass that message along. 

Co-Chairman Mr. BASFoRD: The other day Mr. Allmand made observations 
about Christmas shopping and Christmas pricing. In answer to his remarks of 
the other day I said I would report to the committee, and I would like to advise 
the committee of the following, that the Consumers’ Association of Canada and 
the Joint Committee on Consumer Prices are co-operating in a nationwide 


968 JOINT COMMITTEE 


survey of food. prices over the Christmas season. Anonymous comparison 
shoppers from the C.A.C. will collect prices at intervals from now until January 
to see if there is any evidence of prices being marked up in the Christmas rush. 
The prices of a confidential list of goods recorded by the C.A.C. shoppers will be 
fed into an electronic computer in Ottawa for analysis. Already a team of 
computer specialists are at work designing a program which will alert the Joint 
Committee on Consumer Prices immediately any unusual change in food prices 
takes place. 

The co-chairmen express gratitude to the C.A.C. for its vountary co-oper- 
ation in this project. 

Mr. ALLMAND: Are these all volunters or professional comparitive shop- 
pers? 

Co-Chairman Senator CROLL: They are all professional. 

Mr. ALLMAND: They are all professional? 

Co-Chairman Senator CROLL: No, I did not say that! 


Co-Chairman Mr. BasrorpD: The arrangements must remain confidential, 
but they are extremely competent. 

Senator O’LEarRY (Antigonish-Guysborough): Mr. Chairman, have you had 
any objection, from witnesses appearing before us so far, to our having these 
briefs in our hands at least 24 hours before they appear? 


Co-Chairman Mr. Basrorp: As was reported the other day and read into 
the record, a wire had been sent to all witnesses requesting their briefs a day in 
advance. Some companies, for reasons quite understandable to me, have had 
difficulty doing this. Where they are able to co-operate, we have received that 
co-operation, but there have been some difficulties in getting briefs in in 
advance. The steering committee, Dr. James and the companies involved are 
trying to meet this wish and your desire, senator. In some cases this is not 
possible. 


Senator O’LEARY (Antigonish-Guysborough): I was not voicing any criti- 
cism of the committee. I really want to know if you have had any objection 
from witnesses to doing this. 

Co-Chairman Mr. BaAsrorp: No objection, but some have experienced 
difficulties in complying. 

The committee adjourned. 
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Exhibit 1 


1960-61 1961-62 1962-63 1963-64 1964-65 1965-66 
$ $ $ $ $ $ 
ge ee en, 2 42,216 41,317 42,817 45,917 50, 764 53,533 
Freight, Storage and Sales Tax.............. 2,192 2,263 2,573 2,674 2,810 2,965 
TOV EUPSS EPG SAA ea Se OU NSE te, eee nO 40,024 39, 054 40,244 43, 243 47,954 50, 568 
Cost of Goods Sold 
Direct Materials: V6 of... 06.054... :.. 06.38! 21,654 19, 444 17,540 19, 940 24, 052 23,136 
Hirect Wares... ..GesWer. .. Oe... BEB 3,507 3,199 2,879 2,921 3,946 4,266 
Patory OO veries dG. to ere ren es 3,611 3, 816 3, 724 3, 723 4,044 4,512 
Depreciation. .....5.-81... oePRl. ...002.8H4 675 695 757 871 988 1, 159 
29, 447 27,154 24,900 27,455 33,030 33,073 
Goods’ Purchased for! Resales: srerersrs re eee 4,335 5,210 4,805 6,495 5, 180 7,404 
(Increase) Decrease in Finished Goods 
TMM COLICA er ge uses Strat Stare aside mise Mes (837) (496) 3, 264 505 (778) (1,149) 
32,945 31, 868 32,969 34, 455 37, 432 39,328 
PESSSTE LOT Sere eee ee eee 7,079 7,186 1,215 8,788 LO, 22 11, 240 
W prOIe GLOSS ORLER BSS. iin hose ao eels sd os ae sens 16.8% 17.4% 17.0% 19.1% 20.7% 21.0%, 
Selling Expense 
ashy LISCOUN GA. ees 3c Sos te ote onica anes 550 547 552 595 672 707 
Advertising and Promotion.................. 1,549 1, 483 1, 465 1, 762 2,069 1, 826 
Molume Incentive. Wk, |e. 3 8. OOS. 314 420 465 504 630 685 
Sales Commissions, Field Sales Salaries 
and! HWxpenses. suites... emer ac ss Hens 1, 220 1,205 1,189 1,201 1252 1,292 
Serine Auinrimistrationys.. seek eee coe ee ee 507 489 501 488 506 573 
4,140 4,144 4,172 4,550 5,129 5, 083 
General Administrative Expense................. 1, 860 1,949 1,793 1,749 1,730 1,914 
Mriverest LIXPeNSe: ..... 2 eVottis. ces muddle og cu oaits 545 598 596 408 426 487 
6,545 6,691 6,561 6, 707 7,285 7,484 
Earnings before Income TaxeS.................00- 534 495 714 2,081 32a 3,756 
Provision for Income LAaxes. :. cc). «ecw s ecco nee 100 75 100 300 P25 1,600 
RUG CELISTINGS seo ie es ce ae ae co kee 434 420 614 1,781 2 112 2,156 
PIM TOSS DALES oo onan share coe ois CPOs eet aeisics Me 1.0% 120775 1.4% 3.9% 4.2% 4.0% 
% Return on Shareholders’ Equity.............. phys Te 2.5% 6.9% 1A% HA 
Exhibit 2 
CANADIAN CANNERS LIMITED 
ADVERTISING EXPENDITURES 
Six Years Ended February 28, 1961 to February 28, 1966 Inclusive 
1960-61 1961-62 1962-63 1963-64 1964-65 1965-66 
$ $ $ $ $ $ 
Annual Advertising Expense...............0000: 1,548,657 1,482,855 1,465,051 1,761,654 2,068,825 1,826,428 
EOL GLOSS DALES. Mot Nika. oo.0 ta ted~ snes hoe es 3.7% 3.6% 3.4% 3.8% 431% 3.4% 
Detail of Advertising Expense 
1. National—Magazines, Newspapers........ 358, 345 256, 834 236, 122 223, 432 661,911 552, 530 
2. Regional—TLelevision, :. 03.62 .e006.s00s00 -- _ 1617 133 58,598 — — 
SreP1ON Al —-INA GION a. vc hinclg fs oes delves a ates 145, 608 242, 521 115, 120 240, 895 66, 379 113, 618 
4. Regional— Newspaper..............+-e0+ 224,678 18, 405 18,977 164, 417 169, 319 78, 834 
ba Other Advertising .ut...... Bi01........ Rotma. 291, 530 309, 476 287,156 359, 755 424, 694 253, 584 
Total Domestic. .....0400s. 0... Soke 1,020, 161 827, 236 818,508 1,047,097 1,322,303 998, 566 
Hommorerrn AG VerbiSiNe: .,s x's a> oslsie-s a: woes nes 24, 860 25, 842 20, 846 58, 861 46, 483 49, 625 
7. Co-operative Advertising...............-. 503, 636 629,777 625, 697 655, 696 700.039 778, 237 
Total Advertising. ..2 B02... stele. 1,548,657 1,482,855 1,465,051 1,761,654 2,068,825 1,826,428 
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Exhibit 3 
CANADIAN CANNERS LIMITED 


Raw Propucr Costs rer Ton 
Pack Years 1960 to 1966 Inclusive 


1966 1966 
1960 1961 1962 1963 1964 1965 1966 over 1960 over 1965 
$ $ $ $ $ $ $ % % 
Peaches 
Grower’s Price— 
Jubilees, Elbertas......... 105.50 94.50 105.50 103.50 111.50 125.50 125.50 19.0 + 
WSR oe aN Pre Sosa ae tee 105.50 89.00 100. 50 98.50 106.50 120.50 120.50 14.2 — 
sipaplaliela tae an <4 So ela 2S EL RAEN E EOS ee Bi EET 
IAN ELAUOM ela cesar 105.50 93.26 104.78 102.87 110.72 124.05 124.62 18.1 0.5 
Laid down cost at Plant.... 114.08 100.38 114.38 112.95 122.09 134.81 134.38 17.8 — 0.3 
ipaekbeee +i artekasuer +) ka iae +) tee ir oes TR PS Se ee 
Tomatoes 
Grower’s Price— 
Nomi Grademtsitawaa: oe 41.50 41.50 41.50 41.50 41.50 45.00 48.95 18.0 8.8 
No. 2:Grades.< Osc eens 25.50 25.50 25.50 25.50 25.50 29.00 32.95 29.2 1326 
Se SS ee. 
AV OCTALO res cus cee eee ss 36. 42 35.70 36.32 36.96 36.52 40.13 44.13 PA We 10.0 
Laid down cost at Plant.... 38.84 36.92 37.16 37.63 37.80 40.69 44.95 iow, 10.5 
Pe sc CUME ad oh aR a Eh er ene 2s 
Peas 
Grower SoPriCem wwseiaes > oe 92.00 92.00 92.00 92.00 92.00 97.00 100.00 8.7 salt 
Laid down cost at Plant.... 122.11 116.62 115.55 116. 42 114.65 112.04 123.41 Lal 10.1 
Aaa ateate ae pec sts 2 aa i a i a a cr ce I, Se He Tie 
Corn 
Growers ETC... aaccs ose aee 26.00 26.00 26.00 26.00 26.00 27.00 28.00 Toot Saft 
Laid down cost at Plant.... 28.15 28.37 27.42 27.74 27.40 28.71 30.02 6.6 4.6 
White Beans 
Punchase be ricer. eek. swt 143.25 145. 40 150.88 153.20 158.20 156.50 178.10 24.3 13.8 
Laid down cost at Plant.... 145.25 147.40 152.88 155.20 160.10 158.40 180.00 23.9 13.6 
See fo ee ee ee ed 
Exhibit 4 


CANADIAN CANNERS LIMITED 


Sr.ectep ITEMS FOR COMPARISON OF CHANGE IN CONTAINER AND PACKAGING MATERIALS PRICES 
Pack Years 1960—1966 Inclusive 


(1960=100) 
ee yg ee age Ta ue ge ee a ee 
% Change 
1966 1966 
over over 
1960 1961 1962 1963 1964 1965 1966 1960 1965 
SS SS ee ee 
% % 
Containers 
15 Fl..oz. Size Can... 24.) 100.0 102.0 103.5 103.5 105.8 108.0 110.1 10.1 2.0 
20 Fi. OL SIZAC ane eee 100.0 100.9 102.4 102.4 104.6 106.8 109.7 9.7 2.4 
11 Fl. oz. Catsup Bottle..... 100.0 106.9 106.9 106.9 110.2 110.2 114.8 14.8 4.2 
74H OZ. Jam: Can...<.<..+- 100.0 100.0 100.0 100.0 102.2 105.6 108.5 8.5 ya) 
iis PRM EEE CP RR ok PE Ee ON 
Corrugated Cases (C.C.L. Spec- 
ifications and Printing) 
For 24—15 oz. Cans......... 100.0 102.1 102-1 104.6 103.8 103.8 103.8 3.8 one 
For 24—20 oz. Cans......... 100.0 102.2 102.2 102.2 100.8 100.8 102.8 2.8 2.0 
For 24—11 oz. Catsup Glass. 100.0 100.0 100.0 97.6 97.6 108.0 112.0 12.0 Berl 
For 12—24 oz. Jam Cans.... 100.0 100.0 103.5 103.5 103.5 107.8 110.2 10.2 2.2 


Total Container and Packaging 
Material Cost 


% of Manufacturing Cost.... 35.3% 34.5% 36.2% 36.0% 35.9% 36.5% 
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Exhibit 6 
PRICE INDEXES 


COMPARISON BETWEEN THE MontH oF JULY IN 1964, 1965 AND 1966 


1965 1966 
Change Change 
July July over July over 
1964 1965 1964 1966 1965 
, : % % 
i, Industry Selling Price Index (1956 = 100) 
Fruits and Vegetables Preparations Industry. 112.6 111.8 —0.7 115.8 3.6 
ALR ONS), Ae ale eae RAPA. Cie MOONE gare Raa roe 1225 114.0 —7.1 115.2 ila 
Corn, Creamed, Whole Grain............ 126.7 118.0 —6.9 120.6 gon 
PERE NOR, LA AUOGO 5 tics: t det. online «x famed: sees 121.6 128.5 Goa 138.5 Tes 
Pens (Annee... aaa be oe ev he 106.8 108.1 12 111.3 3.0 
TT OL c's Maan Mise <i Ase es Oe 101.0 100.5 —0.5 103.6 Fe | 
Tomato Juice Canned. «2 J. .0...c08bic de ces 118.8 12542 5.4 124.6 —0.5 
II. Consumer Price Index (1949 = 100) 
AY Tera ee eee bs ec eile eaoae wokts. x a0 136.2 139.5 2.4 144.3 3.4 
yeas ay Slept siocg ile Fates UG WAR ARES. Re MPR 135.4 139.0 vomey 146.0 5.0 
Canned Fea eee es eee eee 137.9 131.0 —5.0 132.4 121 
@amned Veretavless csi.c<cdesi as cs edacahvns. 140.0 144.6 3.3 149.9 Ded 
III. Average Retail Prices for Canada (1949 = 100) 
15 Oc: Peaches T1958: Chon he nate Sdes wand 128.8 131.8 2.3 147.1 Lh Pe, 
19-02) Pearse Choi 4 oo Ak os cee be he ces 105.3 106.1 0.8 117.4 10.7 
20 oz Cream Style Corn Cho....i3...4.. 04.4 123.7 120.0 —3.0 125.2 4.4 
IS OR eae Cre oe ea eee ce ee 126.3 129.0 Zee 132.5 Dad 
IV oz. Aegetable Soups. 407.) ot ee de oe 12333 122.5 —0.7 197.5 4.0 
28 oz. Tomatoes Cho.......... Basel Coen) Wea 158.3 17525 10.9 178.6 1.8 
20 oz. Tomato Juice Fancy (1960 = 100)...... 114.8 122.6 6.8 121.9 —0.5 
11 oz. Tomato Catsup (1960 = 100)........... 105.2 105.2 a 109.6 4,2 
15 oz. Beans with Pork in Tomato Sauce..... 145.0 147.9 2.0 164.6 11.3 
Sib Saawberry sam. ei a 146.8 134.7 —8.2 137.3 1.9 


Source: Prices and Price Indexes (Cat. 62-002) 
Prices Division 
Dominion Bureau of Statistics 
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Exhibit 8 
CANADIAN CANNERS LIMITED 
ComPARISON OF Lasour Rates Per Hour For Seven YEARS 1960—1966 INCLUSIVE 
% Change 
1966 - 1966 
over over 
1960 1961 1962 1963 1964 1965 1966 1960 1965 
ee ee eR ee ee ae ee ee eee 
$ $ $ $ $ $ $ % % 
Plant A 
Job: Classi X....4<4 daea.% tos 1.65 Laz 1.76 1.80 1.94 2.09 2.19 Sond 4.8 
Seasonal Rate/Hr. 
NEA GS ONO rN, CRT Riek 95 1.00 1.00 1.00 1.10 1.25 1.40 47.4 12.0 
Wemale icc er eee ee . 80 - 85 85 . 85 85 1.00 1.13 41.3 13.0 
Plant B 
ol Class iY 5. <ueeeen sameek 1.50 1.55 1.65 1.70 1.83 1.94 2.05 36.7 Bad 
Seasonal Rate/Hr. 
Viale 8 Oooo yee ee ae 1.00 1.00 1.00 1.00 eat 1.25 1.35 35.0 8.0 


OMA ALE sits ie... te sys ales 85 85 85 85 95 1.00 1.10 29.4 10.0 
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MONDAY, NOVEMBER 7, oS 


JOINT CHAIRMEN 
The Honourable Senator David A. Crol! 


and 


Mr. Ron Basford, M.P. 


WITNESSES: 


Burns Foods Limited: Mr. A. J. E. Child, President; 
Mr. R. W. Wiles, Plant Manager, Calgary. 


ROGER DUHAMEL, F.R.S.C. 
QUEEN’S PRINTER AND CONTROLLER OF STATIONERY 
OTTAWA, 1966 


25081—1 


MEMBERS OF THE SPECIAL JOINT COMMITTEE OF THE SENATE AND 


Carter, 

Croll, 
Deschatelets, 
Hastings, 


Allmand, 
Andras, 
Basford, 
Cashin, 
Choquette, 
Clancy, 
Code, 
Crossman, 


(PRICES) 
For the Senate 


the Honourable Senators 


Hollett, 
Inman, 


McDonald (Moos 


McGrand,. -- 


For the House of Commons 


Mr. Ron Basford, Joint Chairman 


Duquet, 
Gray, 
Irvine, 


omin), 


Leblanc (Laurier), 


Lefebvre, 
MaclInnes, 
Mandziuk, 
McCutcheon, 


36 members 
Quorum 7 


HOUSE OF COMMONS ON CONSUMER CREDIT 


Hon. David A. Croll, Joint Chairman 


O’Leary (Antigonish- 
Guysborough), 
Thorvaldson, 
Urquhart, 
Vaillancourt—(12). 


Members of the House of Commons 


McLelland, 
Nasserden, 

Olson, 

Otto, 

Ryan, 

Scott (Danforth), 
Smith. 
Whelan—(24). 


SUPPLEMENTARY ORDERS OF REFERENCE 


Extract from the Votes and Proceedings of the House of Commons, 
September 9, 1966:— 

“Mr. Sharp, seconded by Miss LaMarsh, moved,—That the Joint 
Committee of the Senate and House of Commons appointed by this House 
on March 15, 1966, to enquire into and report upon the problems of 
consumer credit, be instructed to also enquire into and report upon the 
trends in the cost of living in Canada and factors which may have 
contributed to changes in the cost of living in Canada in recent months; 

And that a Message be sent to the Senate to acquaint Their Honours 
thereof and to request the concurrence of that House thereto. 

And the question being proposed; 

Mr. Pickersgill, seconded by Mr. MclIlraith, moved in amendment 
thereto,—That the motion be amended by striking out the words “by this 
House on March 15, 1966” where they appear in the second line thereof 
and by inserting in the motion as the second paragraph the following: 

“That the Committee have leave to sit notwithstanding any ad- 
journment of this House;”’’. 

And the question being put on the said amendment, it was agreed to. 

After debate on the main motion as amended, it was agreed to.” 


Extract from the Votes and Proceedings of the House of Commons, October 
7, 1966:— 

By unanimous consent, Mr. Basford, seconded by Mr. Allmand, 
moved,—That the First and Second Reports of the Special Joint Com- 
mittee on Consumer Credit and Cost of Living, presented to the House on 
Friday, April 1 and Thursday, October 6, 1966, be concurred in. 

After debate thereon, the question being put on the said motion, it 
was agreed to. 
Accordingly, the said Reports were concurred in and are as follows: 


FIRST REPORT 


Your Committee recommends that seven (7) of its Members consti- 
tute a quorum, provided that both Houses are represented. 


SECOND REPORT 


Your Committee recommends that the House of Commons section of 
the said Committee be granted leave to sit while the House is sitting. 


LEON-J. RAYMOND, 
Clerk of the House of Commons. 


Extract from the Minutes of the Proceedings of the Senate, September 13, 
1966 :— 
“The Honourable Senator Connolly, P.C., moved, seconded by the 
Honourable Senator Hugessen: 
That the Senate do agree that the Joint Committee of the Senate and 
House of Commons appointed to enquire into and report upon the 
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problems of consumer credit, be instructed also to enquire into and 
report upon the trends in the cost of living in Canada and factors which 
may have contributed to changes in the cost of living in Canada in recent 
months; and 

That a message be sent to the House of Commons to acquaint that 
House accordingly. 

After debate, and— 

The question being put on the motion, it was— 

Resolved in the affirmative.” 


J. F. MacNEILL, 
Clerk of the Senate. 


MINUTES OF PROCEEDINGS 


Monpay, November 7, 1966. 


Pursuant to adjournment and notice the Special Joint Committee on 
Consumer Credit (Prices) met this day at 3.00 P.M. 


Present: For the Senate: The Honourable Senators Carter, Croll (Joint 
Chairman), Deschatelets, Hollett, Inman, McGrand and Thorvaldson—’. 


For the House of Commons: Messrs. Allmand, Basford (Joint Chairman), 
Crossman, Mandziuk, Smith and (Mrs.) MacInnis—6. 


In Attendance: Dr. R. Warren James, Special Assistant; Mr. Marcel Joyal, 
Q.C., Associate Counsel; Mr. Jacques L’Heureux, C.A., Accountant; Mr. John J. 
Urie, Q.C., Counsel. 


The following were heard: 


Burns Foods Limited: 
A. J. E. Child, President. 
R. W. Wiles, Plant Manager, Calgary. 


At 5.40 P.M. the Committee adjourned until Tuesday, November 8, 1966, at 
9.30 A.M. 


Attest. 


Patrick J. Savoie, 
Clerk of the Committee. 
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THE SENATE 


SPECIAL JOINT COMMITTEE OF THE SENATE AND 
HOUSE OF COMMONS ON CONSUMER CREDIT 


EVIDENCE. 
Ottawa, Monday, November 7, 1966. 


The Special Joint Committee of the Senate and House of Commons on 
Consumer Credit met this day at 3 p.m. 

Senator David A. Croll and Mr. Ron Basford, M.P., Co-Chairmen. 

Co-Chairman Senator CROLL: Order, please. We have a quorum. Before 
we proceed I should say that some time ago we asked the Department of 
Agriculture to supply us with certain information, and I would now like to 
place on the record the information the department forwarded with respect to 
the following: hog prices; the monthly average for choice steers with respect 
to prices and the price index; the monthly average wholesale and retail selling 
prices of fresh and processed fruits and vegetables January-September, 1966, in 
cents per pound; potato production costs—New Brunswick, and the “Anatomy 
ofa Pig”. 

These will be filed as appendixes to these proceedings. 

(See Appendixes “H?, “I?, I?) Ak mand SIx%) 

On October 27 when Atlantic Wholesalers Limited were here, they were 
asked to give us the beneficial owners of the Harbour Investments Limited, 
which was the holding company, and after some telephoning a wire was sent to 
Mr. John P. Palmer, Q.C., 40 Charlotte Street, St. John, New Brunswick, dated 
November 2, 1966. It reads as follows: 

Re Harbour Investments Limited stop Please provide Joint Com- 
mittee Senate and House of Commons on Consumer Credit with full 
details of shareholdings of all beneficial owners of the shares of captioned 
company. Information required immediately. 


That was signed by myself and my Co-Chairman, Mr. Basford. A wire 
came back in reply dated November 4, reading as follows: 

Re Harbour Investments Ltd your telegram received November third 
stop Am advised all shares Harbour Investments Ltd beneficially owned 
by Food Markets Holdings Limited a wholly owned subsidiary of Loblaw 
Groceterias Co.. Limited J. P. Palmer. 


We have today a brief from Burns Foods Limited. Mr. A. J. E. Child, the 
president, is on my immediate left, and next to him is Mr. W. Wiles, Toronto 
Plant Manager. I will call on Mr. Child to address the committee. 


Mr. A. J. E. Child, President, Burns Foods Limited: Honourable members of 
the committee, Burns & Co. Limited—called Burns Foods Limited since 
1964—_was incorporated in 1928, as a continuation of a meat packing business 
begun by the late Senator Patrick Burns in the middle of the 19th century. 
Originally based in western Canada, operations of the company now extend 
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from coast to coast. The bulk of manufacturing operations is carried on in the 
three prairie provinces because of the concentration of live stock in that area. 
Appendix A shows the location of company operations. 


The officers of the company are: A. J. E. Child, President; G. A. Knechtel, 
Secretary-Treasurer; and J. M. Adam, Controller. 


In addition, there are general managers at Calgary for sales, production, 
pork and beef operations. Daily control of operations rests with the managers of 
the seven meat packing plants. There was a change in control of the company n 
April of 1964, following which wide-sweeping organizational and operational 
changes were made, largely on the advice of management consultants. The net 
profit in the year ending 31 December, 1964, was $988,670, but in 1965 this 
dropped to $254,345. In 1965 depreciation was lower by $713,007 than would 
have been the case under previous practice, so in effect, on the basis of previous 
practice, the company lost $458,662 in its 1965 year. 

The loss in part was due to the drastic reduction in the supply of hogs, 
especially in western Canada, which began in 1965. The pattern of hog 
marketing was as follows (in numbers of hogs): 


Eastern Western 
Canada Canada 
TO04—Pirst QUaLlCr sco ac ens wee 1,187,200 650,300 
SECON, Wudllel - ear ae © 1,118,100 674,500 
TVG AQUALLCE Se. . oiecmre es 1,079,400 576,700 
FOUrtH: GUALICL sate aoe 1,129,900 720,600 
1965—First Quarter’ 8.2) es ee 1,150,300 804,200 
Second iQuarter 3.7 SU? . te 1,046,700 754,100 
PoIrd. Quarters «502 eee 1,062,000 582,800 
HOUt hI Ga al@l casserole 1,067,000 609,900 
1966——-First,Quarterias aspen sn tines fy 1,076,471 614,483 
second Quarters. seacsl? ottn 1,023,630 618,001 
“nird ‘Quarter a. 6. canes 1,078,855 546,764 
The recent reductions in marketings can be highlighted as follows: 
Eastern Western 
Canada Canada 
First three quarters—1965 ...... 3,299,000 hogs 2,141,100 hogs 
First three quarters—1966 ..... . 3,178,956 hogs 1,779,248 hogs 


The drop obviously was more severe in the west. 


There is already surplus capacity in the industry of at least 25 per cent. 
This means lack of revenue to offset the costs of idle facilities. It also increases 
competition between meat packing companies for the available live stock and 
the available sales, because obviously any company which can reduce its idle 
facilities will have an advantage. This competition results in unrealistic prices 
for live stock and in selling prices that are too low, by perhaps 1 or 2 cents a 
pound either way. Burns has suffered from this profit squeeze since the middle 
of 1965. In addition, some of the organizational changes made did not prove 
successful. 

As a result of the difficulties encountered by the company, I was asked to 
assume the presidency in April of this year. In this short time my efforts have 
been directed at strengthening the organization, reducing expenses, and im- 
proving the efficiency of the sales forces. It is too soon to know whether my 
efforts will once more make Burns a profitable company. 

The need for profitable meat packing companies is obvious. Live stock must 
be manufactured into meat for the nation, and for shipment abroad. Only 
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profitable companies can do an efficient job; otherwise there is no money for 
improvement of techniques, cost-reducing equipment, research, superior man- 
agement, and educational advertising. An inefficient meat packing industry 
results in lower prices for live stock to farmers, and higher prices of meats to 
consumers. The meat packing industry needs a net profit of at least two per cent 
on sales. This is far from being achieved. 


The meat packing industry as such should not be confused with the total 
business of some meat packing companies who engage in a variety of non-meat 
activities, chiefly because these other operations are more profitable than meat. 
This brief confines itself strictly to meat packing, which means the slaughtering 
of cattle, calves, lambs and hogs, and the manufacturing of meats and by- 
products. Unlike the steel companies, for example, the meat packing industry 
does not own or control its sources of supply. Neither does it own or control any 
of the retail outlets which sell directly to the consumer. This poses the great 
problem of the meat packer. He is in between the opposing forces of supply and 
demand, and only by the greatest skill and efficiency can he make a profit. 
North America is strewn with the wrecks of meat packing companies which paid 
too much for their raw material or charged too little for their products, or 
whose expenses were too high in relation to available gross margins. 

The mathematical facts of the industry are fairly well known. On each 
dollar of sales, about 77 cents goes back to the farmer. Wages and salaries take 
about 11 cents. Packages and supplies cost about 5 cents, and overhead about 7 
cents. If there is any profit, it is not more than 4 cent out of the sales dollar. 
Those companies which show a net profit of about 1 per:cent derive more than 
half their earnings from non-meat activities. 


This means that there is about 23 cents out of each sales dollar of the meat 
packing industry which comes either from the farmer or the consumer. If it 
were less both might benefit, because the farmer might get more for his live 
stock and the consumer might pay less for meat. Conversely, if this spread were 
greater, both suffer. 


It is obviously not good enough to say that the removal of profit entirely 
from the meat packing industry would scarcely be noticed by the housewife in 
the prices she pays for meat. Today any well-informed individual or group 
knows this. Trade unions, farm organizations and consumers’ associations no 
longer raise an outcry about the profits of the packers. Instead, there are two 
places to look for efforts on prices. One is the cost of the stock. When it rises, 
so do meat prices. The other is the cost of operating meat packing plants. 

A rise in the price of live stock automatically causes higher meat prices, 
because the spread of meat packing costs is fairly constant. In the 36 years that 
I have been in the industry it has stayed between 20 and 25 per cent. If one 
lives in western Canada, as I do, there cannot be any quarrel with higher prices 
for cattle and hogs. I do not know anybody who has made a fortune from live 
stock. Farm operations, it is true, are often on a large scale but so are the 
accompanying bank loans. The farmer has been under increasing pressure from 
lack of help, higher wages, higher costs of machinery and supplies, and higher 
taxes. Too many people are unaware that farmers pay taxes on their land and 
that large acreages are sometimes a mixed blessing. 


As world demand for meat grows, and as industrial and housing needs 
encroach on farm land, the price of live stock is bound to rise. With cattle, 
rising demand would be reinforced by dwindling supplies. There might, howev- 
er, be a break-through in hogs. Large-scale automated hog production could 
parallel the achievements in poultry, resulting in higher production and lower 
costs. An increase in large-scale commercial cattle feeding would also help to 
reduce costs. One of the limiting factors is the short supply of animal husbandry 
graduates, because this is no job for amateurs or incompetents. 
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Turning to the costs of meat packing operations, wages and salaries are the 
largest element. The annual reports of Burns show that wages and salaries, as a 
percentage of sales, have increased from 10.05 per cent in 1950 to 13.69 per 
cent in 1963. I omit 1964 and 1965 because the annual reports for those years do 
not give this information. The average wage in the major companies at the start 
of this year was about $2.50 per hour. As a result of the recent contract 
settlements, this has risen to $2.75 per hour. (See Appendix C for the wage 
pattern since 1955). There will be further substantial contractual settlements in 
1967 and 1968. Fringe benefits for medical, hospital, vacation, pension and other 
items amount to an additional 25.7 per cent of payroll or a total average labour 
cost of $3.46 per hour. As a result of the settlement with the union, salaries of 
clerical staff, foremen, salesmen and others will certainly have to be raised. In 
1967 this will probably add at least $2,500,000 to the cost of operations in Burns. 
This means that, if the meat packing industry has a social obligation to hold 
down its costs, then it must persevere to introduce more automation and more 
efficiency. The introduction of more automation is being impeded by lack of 
profits, the only place where the money can come from. The investment 
community is not generally willing to put new money into the meat packing 
industry, because the risks are too great and profits too low. 

The cost of packages and supplies is an important element in the spread, 
and it has been rising over the last thirty years. I do not know whether we can 
blame this all on the demands of the housewife. In part, health considerations 
are a factor. Meat is not only a perishable product, but it can quickly acquire 
harmful organisms. The public must be protected. The slicing and packaging of 
meats in our factories is cheaper than doing it in retail establishments. 
Elaborate package design is costly even though it may increase total meat 
consumption, to the benefit of the farmer. The most costly meat packages are 
those which preserve meat in a vacuum, to prolong counter life. This is not as 
necessary in city supermarkets as it is in remote places with slow turnover. 
Smaller package sizes also increase cost. We do not know whether the 
housewife wants these as a convenience or whether she wants to spend a 
smaller amount of money on the item. Appendix B gives representative package 
costs per pound. 

The recent bacon package change forced on our industry was costly, and a 
waste of money. It was claimed that the previous packages were deceptive and 
prevented the housewife from finding the leanest package of bacon in a counter. 
The new packages show more bacon but do not solve the problem. The house- 
wife will never find a truly lean package of breakfast bacon, because there 
is no such thing. The ideal slice of bacon should have the right combination of 
fat and lean. If the housewife wants this ideal combination she can get it by 
buying any No. 1 brand of bacon. If she buys a No. 2 or No. 3 brand she will 
either get too much fat or too much lean, meaning that the poor pig was not 
properly brought up. 

A fairly recent phenomenon is the obvious preference of consumers for 
bacon over ham. During most of this year smoked ham has been a bargain 
for the housewife in relation to other smoked meats. This is very much 
against the traditional pattern. Flavour may be part of the answer. Packers 
have done much recently to improve the flavour of bacon, and our own firm 
has up-graded its selection. (That is, we have lowered the percentage of slices 
going into first grade, thus giving somewhat more uniform slices). On the 
other hand, nearly all packers in North America are producing hams with 
a more bland flavour than was the case some years ago. It is claimed that 
this is what the housewife wants. Personally, I doubt it, and we may now 
be paying the penalty in the form of slow prices for hams. 

Advertising adds very little to cost in meat packing. Most companies cannot 
afford it, and I think most of us feel that it is somehow wrong to add 
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advertising to the cost of a basic essential such as meat. Burns at the present 
time is doing no national advertising whatsoever. I would like 'to see the 
industry undertake some educational advertising, because the average 
housewife is less than knowledgeable about meat. We should also promote our 
products in the United States, but this would be a very expensive undertaking 
which the industry certainly could not contemplate at the present time. It is 
something to think of for the future; greater exports of our bacon and ham to 
the U.S.A. would help our exchange position, and any profit thereon would help 
to lower the cost of meat to Canadians. 

The remaining cost element is overhead. For the purpose of this brief, 
overhead covers administration, selling, clerical work, services, utilities, and so 
forth. Individual companies have their own ideas as to how much they should 
spend in this area. My aim for Burns is to have the lowest overhead cost per 
pound in the industry. The reason is entirely selfish. Burns cannot become a 
successful company unless it is efficient in the control of its overhead. The 
industry, however, is not frivolous with its overhead dollars; there are no frills 
in our plants and offices. You need only visit a meat packing plant to find this 
out. 

The relationship of the prices of live animals to. meat products is always 
puzzling to the layman. While the arithmetic may become complicated as one 
develops the costing of more and more end products, the principles are simple. 

The first consideration is that a steer or a hog is really a shell, inside of 
which is a lot of liquid and material of low value. When a commercial grade 
steer is slaughtered, only about half the live weight of the animal ends up in the 
cooler as a carcass of beef. This automatically multiplies the price by two. That 
is, a steer costing 20 cents per pound alive costs 40 cents a pound as a carcass of 
beef. Then let us assume that 35% of the carcass is bone and undesirable fat. 
The edible meat cost therefor becomes 61.5 cents a pound. Only one further 
assumption is necessary. Of the edible meat, a large portion is in less desirable 
cuts, such as flanks, plates and shank meat. If this is 25 per cent of the edible 
meat, and the public will pay an average of only 30 cents a pound for it, then 
the remaining 75 per cent in this illustration will cost 71.7 cents per pound. And 
of course, public demand for the most desirable cuts, which are a small 
percentage of the total, will create a further differential over the average of 71.7 
cents. This is admittedly a simplified and hypothetical illustration, ignoring 
labour costs and credits for by-products, but the principle is correct. The 
foregoing illustration covers beef in the fresh state only. When meat is cured, 
smoked, or cooked, it incurs labour, materials, and packaging costs. This leads 
us to a consideration of pork products. 
| Again, the principle is simple. A live hog weighing 200 pounds becomes a 
carcass weighing 155 pounds. At a live cost of 25 cents per pound, the carcass 
cost is 32.26 cents per pound. 

Of the carcass of 155 pounds, head, feet and fats are removed, leaving five 
marketable cuts. In trade terms these are called hams, bellies, backs, butts and 
picnics. They weigh about 94 pounds. Remember that the farmer received 
$50.00 for this hog. If the head, feet and fats are worth about $11.00, then the 94 
pounds of marketable cuts are collectively worth $39.00, or 41.49 cents per 
pound, as fresh pork, bone in. 

The next point may be difficult to grasp. The average cost of all the cuts in 
this hypothetical illustration is 41.49 cents per pound. But, we know that some 
cuts are considered more valuable than others. Hams and loins have less bone 
than shoulders and picnics. Bellies (from which breakfast bacon comes) have 
more fat than any other cut. This differential in values is set by the public, and 
it keeps changing. The public will always pay a lot more for back bacon than 
for any other pork item. Sometimes it will pay more for ham than for breakfast 
bacon. Recently the reverse has been true. We in the industry, with thousands 
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of transactions per day, can translate these preferences into mathematical 
terms, as follows, using a carcass cost of 32.25 cents per pound. 


Weight Cents per lb. Cost 
per Hog Percent Differential per lb. 
1 Fa oO eee 31.46 2053 32 $37.04 
intel SC eee ee 2 at 14.0 28 41.04 
Pid er ar ae 14.42 oes) 0 69.04 
jo) Sa LOA 6.9 28 41.04 
PATORICS oo i woke cans a TOpe! 41 28 .04 
93.93 60.6 
To arrive at the above: 
(a) .Cost:.of; carcass; abel: DOUNdis.-4).<j79ns ete neh Beaieien Lee Ee 
(b) Subtract value of by-products, per lb. .......... 6.90 
Gea 
(c) Multiply percentages by differentials: 
Hamseurstenm 2088s >G32 == 6250 
Belliesseexcakn: 14 <O} dG 28 i=) 31092 
Backs) es. ts 923.960 =r 
Butts meee bie 6-49) GZ 8 a= l93 
Picnicsad ir. \: 10: lv 444 16.49 
(d) Add to net carcass value to bring all cuts to value 
of.abacksStews etyres. dentier oooetiabeness soe seinen 16k $ 41.84 
(e) Divide by sum of percentages (60.6) to get cost 
of. Abaek Srrec ewe. tes caterers Gk eterna ee ee ok 69.04 


(f) Subtract differentials to calculate cost of other cuts. 


This is where you begin to see that one cut costs more than another and you 
begin to see that some cuts cost more than the cost per pound of the hog 
carcass. This is at the fresh pork stage. As pork is processed (cured, smoked, 
sliced, packaged), the following factors must be added: 
1. The costs of: 

Labour 

Materials (for curing, smoking, etc.) 

Packages 

Overhead 


2. The cost of selection. This means that selecting for first grade product 
adds to cost, because second and third grades command lower prices. 


3. The cost of boning, trimming and de-fatting. These products are not 
wasted, but their value is low. Thus, a boned and trimmed ham costs nearly 
twice an ordinary ham. 


Using the hog cost of this illustration, the cost of first grade No. 1 sliced 
breakfast bacon would be calculated as follows, in cents per pound: 


1. Cost of fresh belly, ungraded, untrimmed as per illustration 


DEL DOUIG vo. sc spas tsar este ines epee eo ee eee ee $ 41.04 
2. Add differential to bring to value of commercial trim belly ...... 7.96 
3. Value of commercial trim belly, as of 24 October, 1966 .......... $ 49.00 
4. Deduct value of trimmings and fats to produce belly for slicing .. 4.39 
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it DinicesbysiesultantitvieldihtTS:.5%) “awst Grieg MS aew ieuk esive ou 59.08 
bor Acddiflabouricost,.cuthing.and.trimmingy{s. 224 .wonartose Je fsa oor .76 
59.84 
moo neducesby scurimneerain: (10%) Ts. fearing A hee Ede Seis 54.40 
OeCuriiesmaterals, labotirmand overhead. <7 Of et 4 Re we Bae 3s 2.08 
fy Costiomeired ibelly inten -2 . dadloug. noe. & eh. Keds e-radtes vic 56.48 
iDeaomolune shrinks: (99¢ ) G¢0d0ivide by 91 woul. owes. sue oar wena «be 62.07 
ie Labour antsiovenhead yil23. dinl asa. of. oxkiod. au)d sates «nad. 3.45 
Pek OStr Gig SIMOKOCs DEY ae Jalon tail erm. aolidastntess wate 440+ nos 65.52 
be a Chilling shrinkg(222.) 3}. divide: by498%. bouts AAAW Oe BALA Se poe 66.85 
14. Transfer to slicing department at this stage 
Pore v cliccOmtrimmings and down=sradingi. nescend-wehnt atelek oxen 2.08 
64.28 
Livia yp 92.46. yield. (Nos and) No.s2sbacon) oie okies ane! eek 69.87 
BUMMRIL AOU. SING. OV OLD CANGS, wo anh io se ddrscurs nett > ineydeisetan ord npuiacectn st Eh ieee se an} 8.56 
SP ee OLIDDUOCS pan. DACK AT CSa yet ed aries .vbcias Meinl et ese. uve BiaGl + Ailes ees 5.28 
Bea Octsol 1 lbs sliced tside bacon. Nou l«erade... J, ts.. mae, sauue. Ais. aera & 33.8 


Appendix D gives the relationship between costs and selling prices of sliced 
bacon since the first of July, 1966. 


The determination of selling prices in the meat packing industry is not a 
precise mathematical exercise. There is no such thing as a mark-up added to 
costs, and in any case many costs change daily. Rather each department manager 
(beef, pork, smoked meats etc.) sets selling prices each week at what he thinks 
will cover his costs and make some profit. The pattern of prices seems to be 
partly traditional, partly a matter of merchandising mix, and partly the state of 
public demand at any one time. Normally beef prices contain very little 
contribution, if any, to overhead; processed products may carry full overhead. 
Even at that, nobody knows just how much overhead any particular product 
should bear. The only known: figure is the total overhead of the plant; 
distribution of overhead between departments is subject to arbitrary decisions. 

The selling prices given to salesmen each week are not necessarily 
achieved. Salesmen have the privilege of “trading”. That is, they may make 
sales at lower prices than their list prices. Their job is simply to achieve a 
certain volume of sales at a total profit. It may be expedient to sacrifice a profit 
on one item in order to make a profit on another. Or, market conditions may 
have changed since the list was published. In any case, meat products are 
perishable. They are produced in expectation of sale, not to firm orders. Any 
unexpected reduction of sales will prompt a department manager to lower 
prices in order to sell the product before it becomes stale. There is an axiom in 
the industry: ‘first loss is best loss’’. 

The conclusion of this brief might be that fluctuations in meat prices 
charged by the meat packing industry bear a direct relationship to fluctuations 
in the prices paid for live stock. Therefore, undue downward pressure on meat 
prices at our level will work a hardship on the farmer. The spread between live 
stock prices and wholesale meat prices changes little from year to year, and 
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apparently runs between 20 and 25 per cent of selling prices. Of this spread, the 
largest item is wages and salaries, which have been increasing precentagewise. 
The relative cost of packages. has also been increasing. As to the profit margin 
taken by the meat packing industry, it is wholly inadequate and it is my task in 
life to try to improve it. In fact, it is my duty to our 5,000 employees. Only a 
profitable company is a safe company to work for. 

I might add that the government of this country is quite properly con- 
cerned that food prices appear. to have risen unduly in recent months and I 
think there will be worthwhile results from this inquiry. However, speaking as 
an economist rather than.as a meat packer, I wonder if we are in danger of 
losing our perspective, simply because food prices attract everyone’s attention. 
For several.years now we have been in an inflationary phase of the business 
cycle, begun by a conscious desire to exploit fully our plentiful natural and 
human resources. As a consequence, we are today an affluent society. It is a sign 
of our times that luxury automobiles are being sold in unprecedented numbers, 
at high prices which nobody protests. Moreover, it is nothing to find such 
automobiles loaded with $500 worth of extras. This is surely not an economy in 
distress. On the contrary, it is a situation that this country has been striving for. 

Prices are high today because of unusual consumer demand. Nearly every- 
body has a job, even many wives, at the highest wages and salaries in our 
history. As a result, there is the highest demand in our history for automobiles, 
expensive vacations, luxury home furnishings, and convenience foods in costly 
packages that are sold in splendidly-equipped supermarkets. My concern is 
that nothing will happen to shatter this continuing ‘increase in the productivity 
of our country, and that no segment of our population will fail to benefit from 
IG 

Co-Chairman Senator CroLtLt: Perhaps now the members of the com- 
mittee would take a minute or two to look at the various appendices. I will start 
the questioning with Mr. Urie. 


Mr. Uris: Mr. Child, I noticed in your presentation that you referred to the 
fact that your company has three wholly owned subsidiaries. 

Mr. CHILD: Two. 

Mr. UriE: Excuse me, two. They are Palm Dairies Limited and Scott 
National Company Limited, and quite properly you give the breakdown in sales 
of each. You have not as other companies have before us, given us the 
percentages of net profits. in relation to sales in each of the subsidiaries as well 
as the parent company. I wonder if that could be made available to the 
members of the committee? 

Mr. CHILD: Yes, it could. . 

Mr. Urie: I see in your financial statement, a copy of which you have 
furnished to me, at least, you have comparable figures for three years. I wonder 
if we could have the sales for your parent company and your subsidiaries for 
the three years 1963, 1964 and 1965? 

Mr. CHILD: The same as I gave in the financial statement? 

Mr. Urtz: The same as in your financial statement, under the heading, 
“Financial Highlights.” 

Mr. CHILD: You want the first line, in other words, broken down between 
the three divisions of the company? 

Mr. URIE: That is right. 

Mr. SMITH: What does Scott National Company Limited deal with? 

Mr. CHILD: Fruits and vegetables. 

Mr. SMITH: Canned, frozen or fresh? 

Mr. CHILD: Fresh and frozen, not canned. 
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Mr. URIE: Certainly Scott National Company Limited is not retail, but what 
about Palm Dairies Limited? Is it retail? 


Mr. CHILD: No, wholesale. 
Mr. URIE: Wholly wholesale? 
Mr. CHILD: Yes. 


Mr. URIE: Does your company have any investment in any other companies 
in the food business, or other businesses, either as partial shareholder or an 
ordinary interest or controlling interest of otherwise? 


Mr. CHILD: Not that I know of. 


Mr. URIE: Do you own any primary producers such as poultry farms, 
ranches, hog farms? 


Mr. CHILD: No. ; 

Mr. URiE: Nothing of that nature? 

Mr. CHILD: No. 

Mr. URIE: You made your purchases of meats in the normal fashion? 

Mr. CHILD: We have about 3,000 cattle on feed. That is about the only area. 

Mr. Urte: Where? ~ 

Mr. CuHILp: In the west. 

Mr. URIE: Do you have those on your own farms or ranches? 

+ Mr. CHILD:-We have about 1,500 in our own feed lot, and 1,500 in custom 

feed lots. 

Mr. UriE: Is this a trend in your industry-as far as your company is 
concerned—to start raising your own Cattle? 

Mr. CHILD: No. We have always raised cattle. I do not want to get out of 
perspective— 

Mr. URIE: It is a very small percentage of the total? 

Mr. CHILD: 3,000 cattle would not be half a week’s isiceinaiats 

Mr. URIE: Do you have any hogs in feed? 

Mr. CHILD: We probably have some hogs on contract, a very small number. 

Mr. URIE: What percentage of your total hog requirement would that be? 

Mr. Cu1Lp: It would be much less than one per cent—I would like to have 
more, but it is small. 

Mr. URIE: On page 1 of your brief, in the third a4 ie you say, ““There 
was a change in control of the company in April of 1964...” Who acquired the 
controlling interest of your company at that time? 

Mr. CHILD: The late Alex Hill. 

Mr. Urte: Mr. Hill was former President and Chairman of your ad I 
believe? 

Mr. CHILD: Yes, he was. 

Mr. Uris: I gather he died recently? 

Mr. Curup: In June of last year. 

Mr. UriE: Did he beneficially own those shares or stock? 

Mr. CHILD: That I do not know. 

Mr. UrreE: Who is the major shareholder in your company today? 

Mr. CHILD: I would assume, the Hill Estate. 

Mr. Urte: I notice that in 1964 the board was increased in size and Mr. 
G. E. Creber became a member of the board? 

Mr. CHILD: Yes. 

Mr. Uri: He is still a member of your board? 
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Mr. CHILD: Yes. 
Mr. UriteE: Is he the nominee of any particular group of shareholders? 


Mr. CuILp: That I do not know. Like yourself, he is a lawyer. I think he 
was a friend of Mr. Hill’s. I do not know whether you are aware that I have not 
been with the company very long, so I do not know much about these people. 


Mr. Unie: Are you aware that Mr. Creber is also a member of the board of 
George Weston Limited? I was wondering whether this was indicative of the 
fact that the Weston firm had any investment in Burns Limited? 


Mr. Curup: I do not know. It has not impinged on me, anyway. 
Mr. Urie: You are not aware of that personally? 
Mr. Curup: I do not think there is any connection. 


Mr. Urte: I think I asked the question but I am not sure of the answer you 
gave. Have you any knowledge as to what group of shareholders Mr. Creber 
represents? 

Mr. CurpsiNosi.do not. 

Mr. Uris: He is down as a solicitor, but there are several other solicitors on 
your board. We would like to have, Mr. Child, if it is possible, a list of the 
shareholders of your company holding in excess of 5 per cent of the total issued 
shares? 


Mr. Cup: I will be glad to get it. I have not seen it myself. 


Mr. UriE: I understand, as a matter of fact—I have been given the 
information but I have not got it right in front of me—that Mr. Creber 
represents a company cailed Raytor. Have you any knowledge of that company? 

Mr. Curup: I have never heard of it. 

Mr. UrIE: May I refer again to page 1 of your brief, where you say that 
depreciation in 1965 was $713,000 less than it would have been under your 
previous accounting system, I gather—yet on your financial statement, under 
the heading “Financial Highlights,” the depreciation charges for 1965 are shown 
to be almost identical with the depreciation charges in the two previous years, 
1964 and 1965. Can you explain, then, your statement under paragraph 2 of 
your brief? 


Mr. Cup: In the interval there was a considerable increase in fixed assets 
of the company. There was a new plant built at Winnipeg, which cost around $4 
million, and Palm Dairy built a new plant at Sudbury which cost one million 
dollars. So the depreciation under the previous practice should really have 
increased. The $2 million is shown the same here, round about $2 million, but it 
should have been higher in the 1965 year. 


Mr. Urte: By reason of the depreciation charge on the new assets? 
Mr. CHILD: Yes. 


Mr. Urte: That explains that. Would that also account for the disappearance 
of funded debt from your financial statement for 1965, in comparison with the 
financial statements of the two previous years which I have. You will notice on 
the liability side, under the heading “Funded Debt” you had $1,944,000 but in 
the next year, debentures, 1965, there was none. At the same time, your bank 
loans increased very substantially. 

Senator THORVALDSON: Have we copies available of the statement that Mr. 
Urie is using? Without it, this is all Greek to me. 


(Copy of statement passed to Senator Thorvaldson). 


Mr. Cuitp: You are looking at page 9, Mr. Urie. Your question is? 


Mr. UrtIE: I was asking you to account for the disappearance of the funded 
debt in the 1965 statement? 
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Mr. CHILD: That is, $1,944,000? 

Mr. URIE: Yes? 

Mr. Cuiup: I think it goes over into the second item, current liabilities, 
under 1965, $2 million. 

Mr. URIE: Naturally, the demand loans increased by $2 million and there is 
also bankers acceptances of $2 million. Was that whole $4 million applied in the 
increase of your fixed assets, the new plant in Winnipeg? 

Mr. CHILD: I have not worked out the distribution of the funds expended. I 
would have to work it out, to answer that question. 

Mr. URIE: What I am driving at is, what portion of your cash flow is 
diverted towards increase in assets during the period, and what portions are 
accountable for by your increased bank loans and the disappearance of your 
funded debt? 

Mr. CHILD: We would have to do an analysis of working capital between 
the two years, to pick that up, which I could easily do. 

Mr. URIE: I wonder if you might help us in that? 

Mr. Curtup: Just looking at the fixed assets picture— 

Mr. UrRIE: It would probably be under your application of funds statement? 

Mr. CHILD: I am not really very familiar with these balance sheets. 

Mr. URIE: Perhaps Mr. Wiles could help you. | 

Mr. CHILD: He is not in the accounting end of the business. I think this is 
your answer—on page 11: source and application of funds. 

Mr. URIE: If there is anything else that you might wish to add, after further 
investigation, I wish you would pass it on. 

Senator THORVALDSON: On this point of questioning, I wonder if Mr. Urie 
would find out the situation in respect of decreased depreciation in the year 
1965 amounting to a very considerable figure. I think we ought to know how. 
that came about, because it is a very vital factor in the statement for that year. 

Mr. UrRIE: I thought I just covered that with Mr. Child a moment ago but 
perhaps he would explain it further? 

Mr. CHILD: What was your question? 

Senator THORVALDSON: Under what circumstances node you reduced your 
depreciation by $3 million for the year 1965? 

Mr. Uris: If you look at the first page, ‘Financial Highlights’, you will see 
that the annual dollars of depreciation is the same for the previous three years. 
You have not got the 1965 statement? 

Mr. CurILp: Look at the one with the white cover. At page 11, ‘‘Notes to 
Consolidated Financial Statement,” would you look at the first note there? 

Senator THORVALDSON: Yes, that explains it, thank you. 

Mr. CuiuLp: In other words, there was a change from a declining balance 
procedure, as you are familiar with, to a straight line basis. 

Senator THORVALDSON: Yes, I recognize it now. 

Mr. UrRiE: I have one or two other questions. In the year under review, the 
president’s report, page 5 of your 1965 financial statement, your predecessor, I 
assume, mentioned that the total sales in the year were $200 million or an 
increase of 8.1 per cent. Your company’s three divisions, all operated increased 
dollar sales, increased tonnage. The three divisions of the company were 
profitable during the past year. I take it you mean the dairy division, the meat 
division, and Scott National. All three operated on a profitable basis—and you 
are going to give us the relationship of that profit to sales, is that right? 


Mr. CHILD: Yes. 
25081—2 
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Mr. Urte: Also, in your brief, on page 4, you mentioned that advertising 
adds very little to the cost in meat packing. I presume that you mean the 
standard forms of advertising through the various media, is that right? 

Mr. CHILD: Yes. 

Mr. Urie: There are other costs which you have not mentioned, I would 
think. There are marketing and selling costs which we would like to investigate 
a little bit, since we have not got the figures here. For example, do you indulge 
with your retail purchasers or wholesale purchasers, in co- -operative advertis- 
ing? 

Mr. CHILD: Yes. 

Mr. Urte: What did you spend in cooperative advertising in 1965 and the 
two previous years? 

Mr. Cutip: I have no idea as to what the figures would be, but I can give 
you the cost as to what we are spending now. I would say we are spending now 
not more than $1,000 a week. 


Mr. UriE: Probably $52,000 a year? 

Mr. Curup: Not any more. And that figure is probably high. 

Mr. Urte: That is for 1966. Would that be comparable for the previous 
year? 

Mr. CutILp: I would think so. I do not think the pattern changes very much. 

Mr. Joyau: As a supplementary, your statement indicates that you report 
on a basis of net sales? 

Mr. Cuiip: After transportation costs. 

Mr. JoyvaL: The basis of net sales. I presume there must be a gross figure 
from which you get the net figure? 

Mr. Cutup: The reason net is used in this case is that transportation charges 
are deducted. Otherwise, gross and net are the same, sales to the public. 

Mr. UrrE: How do you promote your products, then? 

Mr. CHILD: We use our own sales force for that. 


Mr. Urte: How do they promote them? We have had indications that the 
retailers and certain other canners, that in order to promote new products, they 
have to work co-operative advertising, deal allowances, volume incentives, and 
that type of thing, and also work and aisle displays. That is, with large 
wholesale and retail chain stores. 


Mr. CHILD: We do some but not extensively. You are talking about end aisle 
displays and aisle displays. We would like to do more. 

Mr. Urte: Are those subject to negotiations with the individual chain? 

Mr. CHILD: Yes, usually locally, in a particular area. 

Mr. UrigE: Have you any figures with you which would indicate how much 
you expended in the year 1965, if you have not 1966 figures, in that type of 
promotion? 

Mr. Curb: The figure I gave you of about $1,000 a week, which I think is 
probably high, would include every kind of promotion. 

Mr. URIE: Every kind? 

Mr. Curb: Yes. We at the moment are doing no advertising as such at all. 

Mr. URIE: No in-store demonstrations? 

Mr. CHILD: That is still included in the $1,000. 

Mr. Urtk: All these things, samples, coupons, the whole works, they are all 
included in the $1,000? 

Mr. CHILD: Absolutely. It has been forced on us. 
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Mr. URIE: I see. Would you have any idea if this is comparable to your 
competitors at all? 


Mr. CHILD: No; I am sure that our advertising and promotion costs are 
much lower than theirs. 


Mr. URIE: You used to have television shows. You do not have that sort of 
thing any more. 


Mr. CHILD: No. 

Mr. SMITH: At this stage, then, your product has to sell itself. 

Mr. CHILD: That is a very good answer. And it does, too, plus the efforts of 
our sales force. We have about 200 salesmen all across Canada, and their work 
is pretty effective. We do not rely on any gimmicks or anything like that. 

Mr. SMITH: Is it part of the salesman’s job to see that the goods are prop- 
erly displayed in the stores? 

Mr. CHILD: Yes,.it_is. 

Mr. Urie: Are they selling direct to the retail trade solely, or do you sell 
through wholesalers or brokers? 

Mr. CHILD: We sell to wholesalers in Montreal, principally. Otherwise, we 
sell to retailers and to institutions. 

Mr. URIE: Direct? 

Mr. CHILD: Direct, yes. 

Mr. UrRIE: Do you have volume discounts? 

Mr. CHILD: No. 

Mr. URIE: Volume incentives of any kind? , 

Mr. CHILD: Yes. We have a volume incentive which is called a performance 
plan. Iam not very familiar with the details of it. 

Mr. UrIE: Do you have any contract or do you have any promotional 
literature with your retailers which would explain to us the volume incentive 
deals that you do have? 

Mr. CHILD: Mr. Wiles says that we can forward to you a performance 
contract. . 

Mr. URIE: Would you, please? 

Mr. CHILD: Yes. I gather that it is in the form that, if you reach a certain 
volume of purchases from us, then the price is reduced in cents per pound. 

Mr. URIE: That is the normal pattern. 

Mr. CHILD: Yes. 

Mr. URIE: I wonder if we could see that also? 

Mr. CHILD: Yes. 

Mr. URIE: I will defer now, Mr. Chairman. I have other questions, but I am 
sure there are others who have questions as well. 

Co-Chairman Senator CROLL: Thank you, Mr. Urie. 

Senator THORVALDSON: May I ask Mr. Child a question, Mr. Chairman, in 
regard to paragraph three on the first page of his brief? You say that, as 
compared to 1964, the loss of earnings in 1965 was due in part to a drastic 
reduction in the supply of hogs and so on. Does that also apply to other 
companies? Were other companies affected in the same way that you were in 
regard to that item? 

Mr. CHILD: I would think so. 

Senator THORVALDSON: Yes? 


Mr. CHILD: Yes. 
25081—23 
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Senator THORVALDSON: I find it very difficult to understand how it can have 
been very large, because the drop in volume of hogs seems to me to have been 
only about 8 per cent. Is that accurate? 

Mr. Cuitp: That is enough. You mean the figure that I show here? I did not 
work out the percentage. 

Senator THORVALDSON: It is approximately 8 per cent, I think. 

Mr. Cutup: There were 370,000 fewer hogs in the first three quarters of the 
year for western Canada. That is enough to put us into trouble. 

Senator THORVALDSON: I understand that you opened up that fine plant you 
have in Winnipeg in 1965. That was opened in 1965, was it not? 

Mr. Cuttp: I believe so. It was before my time, but I believe so. 

Senator THORVALDSON: Would not a great deal of the difference in profit 
before 1965 be accounted for by virtue of the changeover from the old plant to 
the new plant? In other words, you might charge most of it to that year’s 
operation. Is that not what happens in many businesses with a change in a large 
way, as you had in 1965, from an old plant to a new plant? Costs of that kind 
are very heavy and, if yours were all taken out of that year, it seems to me that 
that might cover your whole loss in 1965, together with the other item you 
mentioned. 

Mr. CuILp: You are thinking in terms of start-up costs. 

Senator THORVALDSON: That is right. 

Mr. Cuitp: No. That does not weigh in our industry in the way you are 
thinking. That plant did operate at a loss in its first year of operation, not from 
any unusual start-up costs, because normal depreciation costs were charged, but 
simply because of the lack of through-put in relation to its size. I am not 
familiar with the previous plant, but I understand the new one is much larger 
than the old one. . 

Senator THORVALDSON: I am coming to that point, Mr. Child, because I think 
it is a rather important item in this whole presentation of yours. You seem to 
have been in financial trouble in 1965. However, I quite agree with you that 
perhaps most of that loss may have been in the start-up costs as well as in the 
moving costs. In other words, you were starting to do business in a new plant, 
and my experience is that a firm can never make a profit in the first year or two 
in a new plant. Would that be accurate? 

Mr. CHILD: Well, in my experience we have been successful in my previous 
firms in making a profit in the first year with a new plant, but I agree with 
you that that very often is not the case. It certainly was not the case in 
this plant. It suffered a substantial loss in its first year. Mind you, I say here 
“in part™. | | 

Senator THORVALDSON: Yes, you do. That is why I asked the question in the 
first place. : 

Mr. Cuitp: I deliberately put that in, because I cannot blame the whole 
situation of Burns in 1965 on the hog situation. We get so used to living with 
the hog situation that it stands out rather large in our minds. 

Senator THORVALDSON: That is all, thank you. 

Co-Chairman Senator CROLL: Senator Kickham. 

Senator KicKHAM: Mr. Child, you pay the farmer for his hogs on a dressed 
weight basis. Who names the grade? Is that named jointly by you, the packing 
companies, and the federal Department of Agriculture? 

Mr. Curtp: It is entirely the Department of Agriculture. It is the Govern- 
ment graders, not us. 

Senator KIcKHAM: So that the grade, on which the farmer may now receive 
a premium of $3 per hog, is set by the Department of Agriculture? 
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Mr. CHILD: Yes. 


Senator KICKHAM: When the hog goes over 170 pounds dressed, then you 
people make a differential of one cent a pound. 

Mr. CuiLD: I had better ask Mr. Wiles that question; he is more familiar 
with this than I am. The answer is yes. 


Senator KICKHAM: One cent per pound. 
Mr. CHILD: Yes. 


Senator KICKHAM: Now, I hear many farmers complain that, when the 
consumer goes to buy the product, the product is not identified as No. 1 or No. 
2, but that the packing companies have a brand name under which they sell the 
product. They do not sell it as No. 1 or 2 or 3, as they pay the farmer for it, but 
under a brand name. I could name some brand names, if you like, although I am 
not sure that I know any Suse names which your company carries. Is that not 
so, Mr. Child? 

Mr. CHILD: Yes. I think what you are saying is that a hog may be grade A, 
B, C or D; but this does not necessarily follow as it gets into end products. The 
identification is not necessarily identical. 

Senator KICKHAM: My point is that grade A, B and C, for example, could 
all be placed and sold to the consumer retail trade under one brand name. Is 
that right? 

Mr. CHILD: I doubt it. 

’ Senator KICKHAM: You doubt it. 

Mr. CHILD: Yes. 

Senator KICKHAM: Your firm does not do that? 

Mr. CHILD: I am not an expert in that field. 


Senator KICKHAM: Perhaps the penton next to you could answer that 
question, then. 


Mr. W. Wiles, Toronto Plant Manager, Burns Foods Limited: Sir, hogs, un- 
fortunately do not come out of moulds, and you can get a good belly from 
possibly, a “B” hog, or a good ham from a B hog, whereas the other cuts are 
over-fat, sufficient to downgrade the whole carcass. So we maintain no identi- 
ties through our cuts of A, B, C hogs. 


Senator KICKHAM: When you sell to the retail erie there is no differentia- 
tion? 

Mr. WILEs: No. 

Senator KICKHAM: That is what I wanted to find out. Thank you for that 
answer. Now, when you weigh the carcass, do you peel off the kidney and clean 
the lard off the hog before you put that on the returns to the farmer? 

Mr. WILEs: No. We pay for hogs head on, leaf lard and kidney in. 


Senator KicKHAM: Another question. In the grade between 135 and 170, 
which is, we know, the premium grade on which the farmer will receive $3 
from the federal Department of Agriculture, is there a differentiation there for, 
say, hog carcasses weighing from 135 to 155 compared to carcasses weighing 
from 155 to 170. Is there a larger percentage of lines of fat permitted, with the 
hog still being grade No. 1? 

Mr. WILES: The grading depends upon the length of hog, sir, as well as 
upon the fatness. 


Senator KICKHAM: What is the percentage of fat on the line permitted for 
grade A? And would you give us the same information for grade B and grade C, 
please. 


Mr. CHILD: I do not think they are graded that way. 


996 JOINT COMMITTEE 


Mr. WILES: There is a combination which the department uses, but unfortu- 
nately I would be guessing, it would be from the top of my head, to give you 
those figures. We can get that information for you. 

Senator KicKHAM: I have in my mind that the basis of the grade on which 
the farmer receives a return is determined by the packing companies of Canada 
together with the federal Department of Agriculture. And the packing compa- 
nies probably have a larger voice in stating those grades than does the federal 
Department of Agriculture. 

Mr. Cutup: No, they are graded entirely by the Department of Agriculture. 
It has nothing to do with the packers. 

Senator KIcKHAM: You miss my point. My point is that in naming the 
grades the packers probably have a larger voice than does the federal De- 
partment of Agriculture. I mean in giving the specifications of the grades. 

Mr. Smitu: In setting up the specifications in the first place, the standards 
setup. 

Senator KICKHAM: That is what I mean. I may not have been clear. 

Mr. WiueEs: I believe the grades were established by the meat packing 
industry in conjunction with the Department of Agriculture together with 
various farm organizations across the country. 

Senator KICKHAM: There are three groups, you mean. 

Mr. WILES: Yes. 

Senator KIcKHAM: Of course, as a hog producer, I have the usual ‘‘beef”’ 
that we are getting now about 31 cents per pound for grade A across Canada, 
and I think possibly the average grading percentage is in the vicinity of 60 per 
cent across Canada. There will be a variation in some provinces, of course. But 
our ‘“‘beef” is that we are not getting a sufficient percentage of the dollars which 
the consumers pay for the end product. 

Your table here goes into some detail, but I am not quite satisfied, I am 
definitely not satisfied, that we are getting our fair share of the consumer dollar 
per pound of hog product. 

Co-Chairman Senator CROLL: Have you anything further, senator? 

Senator KICKHAM: No. I think that is all, Mr. Chairman. 

Senator CARTER: Mr. Child, on the bottom of page 1 you say that there is a 
25 per cent surplus capacity in the industry as a whole. How much surplus is 
there in your own packing industry, in your own firm? 

Mr. Cu1Lp: Under normal conditions. 

Senator CARTER: At the present time. 


Mr. Cuitp: I have to turn that question around the other way. I know one 
of our plants that is slaughtering say 1,500 hogs. In that same plant we could 
slaughter from 3,000 to 4,000 hogs. 

Senator CARTER: That is in one plant, though. . 

Mr. CuiLp: That is in one plant. I think all of our plants are operating 
below capacity. 


Senator CARTER: That would be only about 50 per cent capacity: 1,500 
against 3,000. 


Mr. CHILD: In that particular plant. It is not the same in all plants, of 
course. 

Senator CARTER: What is your norm? You hardly ever get up to 100 per 
cent capacity. What is your usual, normal operating capacity? Is it 80 per cent? 

Mr. CHILD: I think it is lower than that. It is perhaps 70 per cent. 

Senator CARTER: That is in your own firm. 
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Mr. CHILD: In our own company, yes. It varies between cattle and hogs. We 
probably have a greater capacity in hogs relative to present through-put than 
for cattle. 

Senator CARTER: On page 2 you say that wages and salaries take about 11 
cents out of the sales dollar, and you go on to say on page 3 that the spread of 
meat packing costs has been fairly constant, fairly stable over the past 36 years, 
running between 20 and 25 per cent. I think on page 2 you give us 23 per cent. 
Now, out of that 23 per cent you give wages as accounting for 11 per cent. Have 
wages varied over the 36-year period very much? 

Mr. CHILD: I give the wage pattern back to 1955 in Appendix C. I did not 
go back any further than that. 

Senator CARTER: You do not give it in terms of percentage sales. 

Mr. CHILD: Yes, I do, in total. 

Senator CARTER: Where is that? 

Mr. CHILD: Have you got Appendix C there? 

Senator CARTER: Yes, I see: “average hourly earnings”. Yes, I see, it is 
varied from 166 to 238, but that is not quite the point I am trying to get at. I 
am trying to get at the 11 per cent of your spread. If your spread has been the 
same, and you say it has been stable for about 36 years— 

Mr. CHILD: I say it has been between 20 and 25 per cent. 

Senator CARTER: Yes, averaging 23, say. That is the figure you give now. 

Mr. CHILD: It is, yes. 

Senator CARTER: Eleven per cent is accounted for by wages? 

Mr. CHILD: Yes. 

Senator CARTER: Your wages have varied from $1.66 per hour in 1955 to 
$2.38 per hour in 1964. What I want to know is, has the percentage changed? 

Mr. CHILD: Yes, it has. I believe I mentioned it on page 3. 

Senator CARTER: Yes, it has gone up from 10 per cent to 13 per cent. 

Mr. CHILD: Yes. 

Senator CARTER: Then something else has gone down for it to remain 
stable. 

Mr. CHILD: Yes. I have the breakdown in my notes for 1950 and 1963, the 
two years that I mentioned. Would you like to put down the figures starting 
with 1950? The cost of raw materials in 1950 was 82.26 per cent of the sales 
dollar. Wages and salaries, which I have already given, 10.05 per cent; supplies, 
that is, supplies and packages, 2.82 per cent; depreciation .63 per cent; taxes .74 
per cent; interest .19 per cent; profit .82 per cent. 

Now I can give you the corresponding figures for 1963, which I took right 
out of the annual reports of the company. In 1963 cost of raw materials 78.04 
per cent. It has gone down about 4 per cent. I have given you wages and 
salaries, 13.69 per cent; supplies and packages 4.40 per cent—they have gone 
up; general expenses have gone down slightly, 2.56 per cent; depreciation .80 
per cent; taxes .28 per cent; interest .22 per cent; profits .01 per cent. 

Senator CARTER: The main change has been in cost of materials? 

Mr. CHILD: Wages and cost of materials and packages have been the 
principal changes. 

Senator CARTER: One more question. Probably I do not quite understand 
the point you are making here on page 4 at the bottom, where you are going 
into the cost per pound, where you say: 

Only one further assumption is necessary. Of the edible meat, a 
large portion is in less desirable cuts,... 
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Before that you assume that 35 per cent of the carcass is bone. I realize that 
you say this is a hypothetical case; but when the consumer buys a piece of meat 
she buys bone also, does she not? 


Mr. CHILD: Depending on the cut, yes, of course. 


Senator CARTER: You started off by saying that the price is double because 
you take out the insides, and so forth, and that doubles the price. Then you 
assume further that 35 per cent of the carcass is bone. 


Mr. CuILD: Yes. What I am assuming is if we took the bone and fat out, and 
I am not saying that we do, because we normally sell a whole carcass, anyway. 


Senator CARTER: What was puzzling me was whether this was extra bone 
that did not get out to the consumer at all, in addition to the bone that the 
consumer paid for. 


Mr. Curb: No; the point is that if you buy a whole carcass you are paying 
so much, say 40 cents a pound, but if you want a piece out of it that contains no 
bone or fat, then you will pay more than the carcass price. That is all I am 
trying to say. , 

Senator CarTER: Oh, I thought you used that in your calculations. 


Mr. CHILD: I am only trying to illustrate that bone has to be cut out, bums a 
lot of people don’t appreciate that. 


Senator CARTER: No, I suppose that is because most eG buy. meat 
without bone. 


Mr. CHILD: They do today, they buy it without bone. Mind you, they don’t 
buy it from us. We normally just sell them the carcass. 


Senator CARTER: You don’t see meat wrapped up in ‘cellophane with 
bone in it, do you? 

Mr. WILES: It is becoming more and more prevalent all the time. I think 
less bone is sold with meat than 20 years ago. 


Mr. CuHILp: I think the biggest sale of beef in the United States is of the 
hamburg -type, ground beef, which of course has no bone. 


Co-Chairman Senator CROLL: Mr. Basford? 


Co-Chairman Mr. BAsrorpD: I have considerable difficulty, Mr. Child, in 
seeing the relationship between the price you pay and what goes on at the 
supermarket. The Department of Agriculture gave us figures, for example, for 
choice steers in. Toronto, which in January this year were $27.74, and in 
September were $27.24, almost an identical price. I have another copy of the 
table, which I am handing you now. The price on choice steers in Omaha for the 
same period is, for January 1966, $25.91, and for September, $25.75, a slight 
reduction. Yet the average retail price for Canada on material supplied to us by 
the Dominion Bureau of Statistics over the same period, January 1966 to 
September 1966, shows, for example, sirloin steak up 7 cents, round steak is up, 
prime roast is up, as also are blade roast and stewing beef and hamburg. 
Indeed, all the items are up. Therefore, I take it that you, over that period, as a 
packing house operator, were paying somewhat the same, and yet off the shelf 
in the retail stores all those items have gone up. I find that very difficult to see, 
why that is happening, Could you enlighten us? 

Mr. CHILD: Would you look at Appendix D which I brought today. 

Co-Chairman Mr. Basrorp: Yes, I looked at it and I notice that your 
chain store list over the same period exactly, for Calgary, has gone down, and 
that for Edmonton is has gone down, while Prince Albert is slightly up. My 


question is not directly aimed at you, nor am I suggesting that you are at fault. 
If you are not at fault, where is the fault? 


Mr. CHILD: All Ican say, Mr. Basford, is that these are the prices that were 
on our quotations to chain stores over this period.of time. What happens after 
that, of course, we have no control over. 
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Co-Chairman Mr. BASForD: On the last page of your brief, as an economist 

you made certain comments, which you did not make as president of Burns 
Foods Limited, and I ask you for a comment on the same grounds. 
. Mr. CHILD: I do not know whether that is fair treatment or not. I am afraid 
I don’t know what happens after we part company with the carcass. As I say, 
we mainly sell in carcass form. We don’t normally cut up, certainly don’t cut up 
into steaks and into separate cuts. 

Mr. SmiTH: May I ask a supplementary? How much would you charge a 
chain store for a six-ounce package of cooked sliced ham? What would your 
sales price to a large chain store be? 

Mr. CHILD: I was hoping Mr. Wiles would know; he is the operating end of 
this team. 

Mr. SMITH: I have an example given me by one of the spectators who was 
doing some comparison shopping in Toronto on Saturday and he found ham ina 
large chain store, six-ounces, being sold for 84 cents, and in the same store a 
half pound of equally food quality ham sliced in that store cost him only 54 
cents. I am interested to know what you get for your six-ounce packages of 
good quality sliced ham. It was not Burns, by the way. 

Mr. WIiues: If we were given time, I could have given it to you, but 
unfortunately that information is not with us now.. : 

Mr. SMITH: Perhaps you could supply it to us. 

Mr. WILES: Oh, yes. Of course, unless I actually see the ham I don’t know if 
we would be talking about the same quality or not. The slightest piece of fat 
taken off has a tremendous bearing on it. 

Mr. CHILD: However, it would be interesting to know what we charge. Of 
course, I follow your question. 

) Mr. Smitu: If it is 84 cents at retail, I would be interested to know what it 
would cost wholesale, even for your best Quality. 

Co-Chairman Mr. BAsrorD: As a member of the committee I have ‘dit- 
ficulty reconciling the figures I have brought forward, Mr. Child, with what 
has been going on with regard to prices in Toronto and Omaha between 
January and September. The prices were almost the same. 

Mr. Curup: I think that is probably true of Calgary too. We are more 
familiar with that, of course. 7 

Co-Chairman Mr. BAsForD: Yes, we were not supplied with the Calgary 
market figures. 

Mr. CHILD: I have some figures. 

Co-Chairman Mr. BASForRD: Prices in the stores have gone up. Now you 
say you are not at fault. But surely you have been subject to the same prices 
and costs that you itemized in your brief that others have been subject to? 

Mr. CHILD: I don’t follow you. | 

Co-Chairman Mr. BasrorD: Prices in the stores have gone up. The 
stores and the wholesalers and the brokers have been subject to the same cost 
increases that you have. Labour has gone up for them also. Yet you say you 
have not been affected in the market when they have. Why have not others 


been able to resist the cost? 

Mr. CHILD: Our prices, as you see in the list, have varied over this period. 
We started off in January quoting 45 cents per pound for Red steers, and that 
became as low as 42 cents in June and July, and went back up again to 46 cents 
at the end of September, and the last week I quoted, on October 28, went down 
to $44.25. 

Co-Chairman Mr. BASFoRD: You see, the same thing has happened in hog 
prices which have gone down very greatly both in Toronto and Chicago 
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over the same period from January this year to $33.92, a drop of almost $10, 
and at Chicago in January from $38.89 down to $32.33 in September, a drop of 
$6; yet the D.B.S. figures at retail price would indicate that they have gone up. 

Mr. CuILp: Our wholesale prices have varied considerably on various cuts. 
What dates are you quoting on pork? 

Co-Chairman Mr. BasrorD: January and September, from the same table 
I gave you. 

Mr. CHILD: September 1966—I have my own figures here. The first week in 
January 1966 Toronto hogs were around $42 dressed. 

Co-Chairman Mr. BASsFrorbD: In Toronto? 

Mr. CHILD: Yes. 

Co-Chairman Mr. BAsForD: $42.73 in January. 

Mr. CuILp: Yes. I have the figures here for every day. You probably have 
the average. The daily figures are more accurate. Take September 1, when 
Toronto hogs were $34.55, or about 64 cents lower. I am looking at the first 
week of the month in each case. 

Co-Chairman Mr. BasrorpD: I had a carcass price and you had a pound 
price. 

Mr. CurLp: No, I think you have pound prices. 

Co-Chairman Mr. BASFoRD: We have slightly different figures but they 
show the same trend. 

Mr. CHILD: The price has gone down. 

Co-Chairman Mr. BAsForD: On the Toronto market? 

Mr. CHILD: Yes. 

Co-Chairman Mr. BASForD: Yet in retail stores the price has gone up? 

Mr. CuILpD: I can only give you the price of cuts as we sold them, at our 
level. On January lst, fresh bellies were selling, by our industry, at 53 cents; 
backs at 72 cents; hams at 59 cents; butts at 514 cents; picnics at 41% cents. 

On September Ist, hams were selling at 444 cents; bellies at 53 cents; backs 
at 79 cents; butts at 55 cents; and picnics at 35 cents. 

Co-Chairman Mr. Basrorp: Could I have from you a statement—I do 
not think you could supply it right now—covering both your prices that you 
have actually paid for hogs and cattle at Calgary and—do you buy also at 
Toronto? 

Mr. CHILD: We buy at Kitchener. 

Co-Chairman Mr. BasrorD: Out of Calgary and Toronto, for, say, the 
first complete week of February 1965 and the first week of February 1966; and 
the last complete week of October 1966; and then your list price for the same 
period? 

Mr. CHILD: I have some of that information here. 

Mr. WILES: You want the list price of primal pork cuts? 

Mr. Curup: I have that in my notes, if you would like to have it now. 

Co-Chairman Senator CROLL: It is rather a concise question and involves 
a lot of information, so could you get it back to us as soon as possible? 

Mr. WILEs: For the first week of February 1965 and the first week of 
February 1966 and for the last complete week of October 1966—costs and 


selling prices for beef—I would not have the 1965 figures for the beef, because 
Appendix G deals only with 1966. 


Co-Chairman Mr. Basrorp: These would be the prices that you paid 
for them? 


Mr. WILES: Our paying prices. 
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Mr. CHILD: Paying prices for cattle and hogs and selling prices for carcass 
beef. 

Co-Chairman Mr. BASFrorD: The actual prices you pay, not just those 
quoted in the market. 

Mr. CHILD: Yes. 

Co-Chairman Mr. BAsrorpD: How long would the pork cut stay in the 
store, according to your experience or observation? 

Mr. CHILD: Fresh pork cuts? 

Co-Chairman Mr. BASForRD: Yes. 

Mr. CHILD: Two or three days, at the most. 

Co-Chairman Mr. BAsrorp: And what about cured or smoked meats? 
What is the turn-over on that? 

Mr. CuHILpD: All of our meat products—fresh, cured, smoked or cooked—we 
would hope they would turn over within a week. 

Co-Chairman Mr. Basrorpb: In your plant or in the retail store? 

Mr. CHILD: In the retail store. 

Mr. WILES: You will get extended shelf life with vacuuming packaging, but 
we would hope a week’s turnover. 

Co-Chairman Mr. Basrorp: How do you try to encourage this one week 
turnover? Would I be correct in saying that this is one of the jobs of your 
salesmen? 

Mr. CHILD: Yes. 

Co-Chairman Mr. BasrorpD: Could I ask something looking to the future 
rather than the past, Mr. Chairman? In the Financial Post of last week, 
and also in the weekend press, it was mentioned that the Winnipeg Grain 
Exchange was considering opening a futures market in beef. 

Mr. CHILD: Yes. 

Co-Chairman Mr. Basrorp: It was alleged that this would help to 
stabilize the market in meat prices or beef prices. Could I have your comment 
on that? 

Mr. CHILD: There is a futures market in live cattle, I guess, in Chicago. I do 
not know whether there is in beef or not in Chicago but there is in live cattle. 

Co-Chairman Mr. Basrorp: There is one in beef also at the Chicago 
Mercantile Exchange, so the Financial Post says. 

Mr. CHILD: This has been operating for about a year but I have not studied 
the figures, so I am not sure of its effect on the stabilization of prices, if any. It 
certainly does provide a hedge to the industry, both the meat packing industry 
and the cattle feeding industry, against loss. What its effect on prices is I have 
no idea. 

Co-Chairman Mr. BAsrorD: What would providing the hedge do for the 
consumer? 

Mr. CHILD: I have no idea. 

Co-Chairman Mr. Basrorp: My last question is related to your general 
comments, as an economist, much of what you said is correct that many people 
would appear to be living better than they have. You do not take into account 
there the situation of those living on limited and fixed incomes? 

Mr. CHILD: That is in the last sentence. 

Co-Chairman Mr. BaAsFrorp: I take it, then, you say “No segment of our 
population will fail to benefit from it’? 

Mr. CHILD: I am implying in there—I was thinking in there of people with 
fixed incomes. With the present inflationary situation it is obviously very hard 
on them. There is no question about that. 
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Co-Chairman Mr. Basrorp: How best do we protect them? 

Mr. Curiup: I think your Government has already been doing something by 
way of raising old age pensions. 

Co-Chairman Mr. BAsrorD: We could possibly increase them again, to 
protect them against the increases over the last year? 

Mr. Cuiutp: I would rather not answer that, I might get into trouble. 

Co-Chairman Mr. BASFoRD: Very well, I will not ask you to do so. 

Co-Chairman Senator CROLL: Turning to Appendix D, dealing with sliced 
bacon, in July, you indicate the cost of No. 1 sliced bacon at an average of about 
89 cents for the month. That is the weekly selling price, to whom? 

Mr. Cu1Lp: This particular column here is our quotation to the large buyers, 
which is generally to chain stores. 

-Co-Chairman Senator CROLL: So you sold at 90 cents? 

Mr. Cuiup: No, we quoted. We did not necessarily sell at that. 

Co-Chairman Senator CROLL: But you did not get any more than 90 cents? 

Mr. CHILD: I would doubt it. 

Co-Chairman Senator CroLu: Could I indicate to you that the D.B.S. 
figures, which I have now for July, show that same bacon for $1.31? 

Mr. CuILp: That is retail. | 

Co-Chairman Senator CROLL: The retail average, yes. Take the next 
week—August—you have there that in that week you sold for an average of 
about 94 cents? 

Mr. CHILD: Wé quoted a high of 96. 

Co-Chairman Senator CROLL: Let us say you quoted 92 and on the average, 
if you got your price, you got about 94 cents? 

Mr. CHILD: Yes. 

Co-Chairman Senator CROLL: The sale to the public was $1.38? 

Mr. CHILD: Right. | 

Co-Chairman Senator CROLL: In the following week, things were getting a 
little tough, I think, and you got down to about 92 cents? 

Mr. CHILD: Yes. 

Co-Chairman Senator CRoLL: The chain store was selling at $1.42. 

Mr. Cuiup: It might have. What did you say? $1.42? 

Co-Chairman Senator CROLL: $1.42, in September? 

Mr. CHILD: In what area? 

Co-Chairman Senator CROLL: The average—which is even worse. 

Mr. CuIp: Is that in all Canada? 

Co-Chairman Senator Crotut: All Canada. These are D.B.S. figures. Is 
that a pattern in the business? Can you reconcile it? I just happened to pick 
those three months. I have a couple of years here, but you cannot compare 
them. 

Mr. CHILD: Would you say these were average prices or peak prices? 

Co-Chairman Senator CRoLL: The national averages. 

Mr. CHILD: Oh, I would think that they have been sold at much less money 
retailwise than that. 

Co-Chairman Senator CROLL: These are national averages. Perhaps they 
go even much higher than that. 


Mr. SMITH: Is the mark-up higher? What is the inference from that? 
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Co-Chairman Senator Cro.Lu: It is more than that, Mr. Smith, it is an 
awfully high mark-up item. Have you got the figures for any time, say January, 
as to what you were getting? Can you tell me what you were getting in January 
of 1966 a monthly basis? 


Mr. CHILD: We have May and June. 

Co-Chairman Senator CROLL: Tell me what May and June were? 

Mr. CuILD: The first week in May— 

Co-Chairman Senator CROLL: Give me the average of that month. 

Mr. CHILD: In May we quoted all the way from 79 to 87. 

Co-Chairman Senator CROLL: What is the average? 

Mr. CHILD: Say a median figure might be 83. 

Co-Chairman Senator CROLL: 83, as against $1.25.2, that is what the 
public was paying. 

Mr. CuHILp: In June, 91. 

Co-Chairman Senator CROLL: 91. The public were paying $1.28.2. 

Mr. CHILD: These are Calgary figures. 

Co-Chairman Senator CRoLL: Calgary is better than the average. Can 
you explain this? I could have taken you over another item, ham, but can you 


explain this inordinately high profit for this particular item, which seems to be 
one of high demand? 


Mr. CHILD: I can only view it the same as you do, Mr. Chairman, on the 
arithmetic, because I am not familiar with retail operations. It is possible, of 
course, that chain stores take a high mark-up on one item and a low one on 
another, and offset the two. 

Mr. SMITH: But bacon surely should be an item where there is a minimum 
spoilage in the store? 

Mr. CHILD: I would hope so. 

Mr. SMITH: As opposed to fresh meat? 

Mr. CHILD: I do not think there is much spoilage in any meat products 
today. I would doubt if that is a serious factor. 

Mr. SMITH: I would think there would be very little spoilage in bacon or 
any of the other vacuum packed meats. 

Co-Chairman Senator CROLL: There is a bit to cry and shout across the 
country so that everybody has heard about the cost of food, and you have heard 
it too? 

Mr. CHILD: Yes, of course. . 

Co-Chairman Senator CROLL: Then, are you not concerned or particularly 
interested in what these merchants are doing to your product, to this very 
high price that they are getting for the product? Does not that hurt? Does 
not that concern you? Does it not damage you, if they are getting it inordinate- 
ly, as I suggest they are? 

Mr. CHILD: Strangely enough, our bacon sales are up over the previous 
year, so even at those prices which you are quoting, the public is buying more 
bacon. 

Mr. SmitH: Do your salesmen report to you from time to time on the 
mark-up they see your products selling at? 

Mr. CHILD: Not that I know of. 


Mr. SMITH: Do they report to you whether stores, for example, are selling 
Burns bacon cheaper than Swifts or as Premium products or are getting more 
on it? 
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Mr. Cuttp: Not usually, but what we usually look for is whether our 
products are featured in the weekly advertisements, but then they are usually 
feature prices. I think that bacon in Calgary this week is at 89 cents as a feature 
item. 

Mr. SmitH: They do not come back and say to you “T think our bacon 
could stand another 10 cents a pound; the other is selling at 2 en 

Mr. CHILD: I wish they would. 

Co-Chairman Mr. Basrorp: What customer resistance do your sales- 
men report over the last year? 

Mr. Cuiup: They do not come in contact with the consumer. 

Mr. JovaL: They are consumers themselves. 

Mr. CHILD: Yes, indeed. 

Co-Chairman Mr. Basrorp: The store managers must report to them 
and talk to them. 

Mr. CutLp: If we have an increase in bacon sales, the consumer resistance is 
declining, not increasing. That is, if there is any consumer resistance. 

Co-Chairman Senator CROLL: Mrs. MacInnis. 

Mrs. MacInnis: I would like to start in at this point, where bacon sales are 
up, and I would like to take you back to the bottom of page 3 of your brief, Mr. 
Child, where you are complaining that the bacon package change which was 
forced on your industry was costly and was a waste of money. I would like you 
to explain in what way it would be a waste of money to have the package such 
that the customer is able to see what she is getting. 

Mr. Curb: I do not think that does her any good. 

Mrs. MacINNIS: Why not? 

Mr. Cutup: She could still get a good pound of bacon before. 

Mrs. MacInnis: Is it not logical that you see what you are buying. 

Mr. Curip: All you can see today, Mrs MacInnis, in the new package is one 
slice. Is that not right? 

Mrs. MacInnis: Yes. I am not saying, and I do not believe, that we have 
necessarily got complete disclosure yet, but what is the basic objection to the 
customer seeing, shall we say, some part of the bacon that she did not see 
before? What is your objection to that? 

Mr. Curup: I have no objection to that whatsoever. I just say it is not 
necessary. 

Mrs. MacInnis: Why? 

Mr. CutLp: If you buy a package of first grade bacon, it is not necessary. 
One of the problems though in our industry is that we packers do not distinguish 
between first, second, third grades as such. 

Mrs. MacInnis: Yes. If I may say so, I have done a great deal of buying of 
bacon, and you will find that in one bin there are identically packaged pieces 
of bacon. Presumably they are of the same grade, because they are put on at the 
same price. Yet any housewife who buys these things knows that some will be 
very, very fat and others will not be nearly as fat; yet, mind you, they must be 
the same grade or at least I think they would be the same grade, because they 
are the same price and in the same bin. What is the objection of letting her see 
whether she is getting a fatter one or a leaner one? 

Mr. Curtp: I have no objection whatever. But, if it is under the same brand 
today, and I can only speak for our own bacon, if it is under our No. 1 brand, 
then the housewife can be pretty sure of getting a fairly uniform type of bacon, 
no matter which package she picks up. However, let me say this: if she is 
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dooking in a bin where the specials usually are kept, and she picks up a package 
of No. 2 bacon or No. 3 bacon, then she will, of course, get a great variance in 
the package, but that is all she pays for. 
Mrs. MacInnis: In other words, No. 1 is more uniform. 
Mr. CHILD: Definitely. 
Mrs. MacInnis: And No. 2 and 3— 
Mr. CHILD: Are not. 
Mrs. MAcINNIs: Oh. 
Mr. URIE: How do you know which is which? Unfortunately, the average 
consumer does not have a clue. 
Mrs. MAcINNIs: That is the point. 
Mr. CHILD: That is a complaint that I have myself about our own industry. 
We do not distinguish, except by the brand name, and I am quite sure the 
consumer in many cases does not know what the brand name signifies. 
Mrs. MacInnis: May I go on? I have one or two questions on this point. At 
the top of page 4 you say: 
A fairly recent phenomenon is the obvious preference of consumers 
for bacon over ham. During most of this year smoked ham has been a 
bargain for the housewife in relation to other smoked meats. This is very 
much against the traditional pattern. Flavour may be part of the answer. 
Packers have done much recently to improve the flavour of bacon, and 
our own firm has up-graded its selection. (That is, we have lowered the 
percentage of slices going into first grade, thus giving somewhat more 
uniform slices). On the other hand, nearly all packers in North America 
are producing hams with a more bland flavour than was the case some 
years ago. It is claimed that this is what the housewife wants. 


In the whole of that paragraph what stands out to me is the fact that 
evidently, the packers are in the dark about what the housewife really does 
want, because there is a great aura of mystery there: perhaps she wants this, 
perhaps she wants that, and the pattern is changing and it is claimed that she 
now wants something else again. 

Apart from telling the housewife what she wants in the form of advertising 
in order to get her to want this, that and the other thing, is there any attempt 
in your industry to find out what she really does want? 

Mr. CHILD: Not by my firm. 

Mrs. MacInnis: Is there any attempt in any of the firms that you know of? 

Mr. CHILD: I do not really know. 

Mrs. MAcINNIS: Well, why not? 

Mr. CHILD: It costs money to find this information out. 

Mrs. MacInnis: It costs money to put things on, whether she wants them or 
not. 

Mr. Cuitp: How would you suggest that we go about finding this out? 

Mrs. MacInnis: Well, you could use Gallup polls. There are techniques. 
What I am interested in is whether or not the manufacturers and processors 
have ever made a serious attempt to find out what the consumer does want in 
the kind of meat product that is being put on the market. 

Mr. Cu1ILp: Mind you, the packers are, of course, constantly testing their 
own products. There are people in their own plants who are consumers and who 
constitute taste panels as such. 

Mrs. MacInnis: I am talking about the end user, the woman in the kitchen. 
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Mr. CHILD: Right. 

Mrs. MacInnis: Is there any attempt to find out her preferences in these 
products? 

Co-Chairman Mr: BasrorD: One witness earlier, Mrs. MacInnis, told us 
that they wanted romance. 

Mrs. MacInnis: Well, I can think of things more romantic than hogs for a 
housewife, but I really am serious about this, because listening to the story all 
the way through, it would seem that the housewife is rather inane and childish 
and just likes frills and toys and one thing and another. I am just wondering 
whether the industry, and you are the person we have here today, whether your 
industry or whether your firm has made any attempt to find out whether, first 
of all, whether it is bacon she wants rather than ham or whether she prefers the 
various things you have mentioned in your brief as preferences. Has there been 
an attempt to find out about these things, whether the consumer wants a ham 
with a blander flavour? 

Mr. CurItp: The normal marketing process does this. 

Mrs. MAcINNIS: How? 

Mr. Cutup: In that the housewife, over the years, has a choice in any 
supermarket of many types of meat, and she develops a pattern over those 
years of whether she wants something that is salty or less salty. If she does not 
like salt, she ignores the meats that are more salted and picks up the other kind. 

Mrs. MacInnis: I see in your brief that during the summer months of the 
year smoked ham was a bargain for the housewife in relation to other meats, 
and this is very much against the traditional pattern. 

Mr. CHILD: Right. 

Mrs. MacInnis: So, evidently it is not always infallible. 

Mr. Curtp: I do not think you can infer that from my statement. 

Mrs. MacInnis: I was just reading it to you. 

Mr. Cuiup: I think you have taken the wrong inference. I have merely 
expanded on the statement that in the last year housewives have been picking 
up more bacon than ham. There may be a number of reasons for it. I give one 
reason. Perhaps this is a bit of a personal phobia. I do not like bland ham. I 
would like it with a bit more flavour. I could be wrong, but I say that one 
reason for the wider preference for bacon might be in the flavour. Do you want 
us to get down to scientific terms? 

Mrs. MacInnis: I am just bringing you back to this question to which I 
have not had very much of an answer so far, namely, why is there not much 
concerted attempt to find out in a purposeful way, ahead of producing these 
things, what it is that women do want. 

Mr. Curup: Perhaps you can come back to my earlier question also, namely, 
what would you suggest that we do? 

Mr. ALLMAND: I have a supplementary, Mr. Chairman. 

Co-Chairman Senator CROLL: Yes. 

Mr. ALLMAND: Surely, Mr. Child, in a competitive industry you are going to 
have some consumer research. Other witnesses before this committee have told 
us that they do try to find out what the consumers want, because, if they do not 
do so, their competitors will, and will beat them to the market and take part of 
the market away from them. If you are not attempting to find out what the 
consumer wants, it appears to me that the reason is that there is not much 
competition in your industry. I was not here earlier because I had to be in 
another committee, and perhaps this question has been asked, but how much 
competition do you have in your particular market? How much of the market 
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do you have in, let’s say, the western provinces? What percentage of the market 
does Burns have in the western provinces? 

Mr. CuIup: I do not know. I have not been with Burns long enough to find 
out. 

Mr. ALLMAND: A company usually knows what its competition is and how 
much of the market it has. As I see it, most producers in a competitive market 
have to do consumer research, if they are going to make any sort of impact on 
their market, and yet you say you are not doing anything. You must have the 
market pretty much to yourselves, then, and you can give the consumer what 
you want to give and they can take it or leave it and that is that. That is the 
way it seems to me at any rate. I would be interested in knowing otherwise. 

Other witnesses have come before us and have told us what percentage of 
the market they have. The supermarkets told us; the canners told us— 

Senator THORVALDSON: Is this a question, Mr. Chairman, or is it a speech? 

Mr. ALLMAND: I am trying to explain the importance of getting this 
information. 

Co-Chairman Senator CROLL: Would you put your question precisely, Mr. 
Allmand? 

Mr. ALLMAND: I would like to know how much of the market Burns has in 
the western provinces and in Canada as a whole. I am interested in those two 
areas. Could we have that information? 

Co-Chairman Senator CROLL: The western provinces specifically and 
Canada as a whole. Can you get us that information? 

Mr. CHILD: I do not know. We can try. 

Co-Chairman Senator CROLL: Others have been in similar situations and 
have been able to get the information without much difficulty. 

Mr. ALLMAND: Another supplementary to that, Mr. Chairman. I am inter- 
ested in the number of competitors that they have in these markets. Are there 
as many as five, for example? And what is the percentage of the market that 
they would have, so that we can see the relative position of these various 
competitors. 

Co-Chairman Senator CROLL: That is one thing that Burns would not know, 
Mr. Allmand. They would love to know how much of the market their 
competitors have. 

Mr. ALLMAND: Other witnesses have told us. 

Co-Chairman Senator CROLL: Well, the competitor will tell us that for 
himself. He can only tell us how much he has. 

Mr. ALLMAND: Well, he can tell us how many competitors he has. 

Co-Chairman Senator CROLL: Yes, he can do that. How many competitors 
do you have? Do you have four or five? 

Mr. CHILD: No, no, we have a lot more than that. 

Co-Chairman Senator CrRoLuL: At any rate, the complaint being made 
by Mrs. MacInnis, as I see it, and she seems to have stated it very well, is that 
you do not ask the woman, you tell her. That is the chief complaint and Mr. 
Allmand makes the same point. What is your research doing about it? 

Mr. ALLMAND: Consumer research. 

Co-Chairman Senator CROLL: Yes. Now, Senator Thorvaldson, you wanted 
to ask a question. 

Senator THORVALDSON: I wanted to ask Mr. Child this question: is the meat 
packing business in Canada fully competitive? 


Mr. CHILD: Of course, yes. 
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Senator THORVALDSON: I have done a little bit of arithmetic in regard to 
your statement here, respecting your net profits and the percentage of your 
sales dollar that is involved. I might say first that I have observed that some of 
the other packing companies, from year to year, have made a statement that 
their portion of the sales dollar is so and so. Now, I notice that, from your 
statement for 1965, your sales for 1965 statement shows that your 1964 sales 
were at $165 million, and in that year your operating profit was just under $1 
million. 


Would my arithmetic be correct, if I said to you that your profit which you 
take out of the sales dollar is half of 1 per cent. Is that correct? 


Mr. CHILD: For that year, yes. 

Senator THORVALDSON: For that year? 

Mr. CHILD: Yes. 

Senator THORVALDSON: Then, coming to 1965, I observe that your net sales 
are approximately $200 million and your operating profits are $254,000. Would 
it be correct to say, then, that in that year your company took, as a profit, 1/8 of 
1 per cent? 

Mr. CHILD: Yes, that sounds right. Yes. 


Senator THORVALDSON: Yes. So those are the final margins that your 
company has had in these two years? 


Mr. CHILD: That is right. 


Senator THORVALDSON: Namely, approximately slightly more than half a 
cent out of every dollar in 1964 and one-eighth of a cent in 1965. 


Mr. CHILD: Right. 


Co-Chairman Senator Croutu: Mr. Allmand, do you have any more 
questions? 


Mr. ALLMAND: No. 


Mr. CHILD: Mr. Chairman, may I come back to Mrs. MacInnis’ remarks? I 
do not think it would be a fair conclusion to say that we tell the housewife what 
she must take from us. We do, you know, get a great deal of information back 
from the retailers, who are our customers. In effect, they tell us what they think 
the housewife wants, and they, or at least some of them anyway, do a 
considerable amount of consumer research. 

Mrs. MAcInntis: Well, all I can say is that I think it is a game of guessing. It 
is a guessing game all round, when with producer-consumer research both 
retailers and packers could find out what the consumer really wants. I mean to 
say women are a great deal more knowledgeable now than they used to be, and 
if genuine education were given to them, not advertising, they would benefit 
from it. The trouble is they are being told that they want this, that and the 
other thing in the first place, whereas, if they were given the fact of things 
without all this high pressure stuff, I think that they would respond much 
better now. 

Mr. CuILp: I would like to see some educational advertising on the part of 
our industry. I would like to explain what brands mean, for example, what our 
brands are, how they are arrived at, what the various cuts of meat mean in 
terms of nutrition and so on. I would be delighted to see that. 


Co-Chairman Senator Crouu: Just keep talking. This is having a great 
educational effect on the country, this whole business. We will hear from 
Senator Inman. 

Senator INMAN: I have just one question, Mr. Chairman. Mr. Child, can you 
tell us what percentage of hog carcass is absolute waste, because we know that 
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the wastage must add to the cost of the finished product. The reason I am 
asking is that I had a tour through one of the large packing plants one time and 
I was just amazed at how little waste there was. There was practically no 
waste. 


Mr. CuiLp: I may have that information here, senator, if you will just 
excuse me for a moment. I have some figures that were submitted to the 1958 
commission on the same subject. According to those figures, from the whole hog 
to the end products there is a shrinkage of 3 per cent, that is all. Everything 
else is utilized in some way. 

Senator INMAN: Is the entire hog utilized in the plant—are all parts used? 

Mr. CHILD: They are used. 

Co-Chairman Senator CROLL: Senator Inman, while you were downstairs in 
the house I placed on record what we call the “Anatomy of a Pig”, which was 
prepared by the Department of Agriculture, in which appears in great detail the 
information you were anxious to get, and it is more recent and more up to date 
than that of my friends’ here, which is 1958. 

Co-Chairman Mr. Basrorp: I have a couple of local questions, Mr. Child, 
Your company used to operate a slaughterhouse in Vancouver; is that correct? 


Mr. CHILD: A meat packing plant. 


Co-Chairman Mr. BASFORD: Excuse me, a meat packing plant is the correct 
expression—which was closed out when? 


Mr. CHILD: Mr. Wiles says it was in 1963. 


Co-Chairman Mr. Basrorp: I think it was 1963, too, but I am not positive. I 
take it then that what was dealt within that plant is now dealt with in Calgary; 
is that correct? | 


Mr. WILES: Edmonton. 


Co-Chairman Mr. BAsrorpD: What effect did that have on your list prices in 
Vancouver or on the coast? 


Mr. CHILD: I would not think it would have any effect. 
Co-Chairman Mr. BASFoRD: What happened to the transportation end of it? 


Mr. CHILD: We quote in any market on what that particular market 
situation is. Transportation is part of that cost whether to the suburb of Calgary 
or Vancouver. I don’t know what the feasibility study was in closing the plant, 
but it was probably hoped to offset one set of costs with another. 


Co-Chairman Mr. BAsrorpD: But the transportation bill must have had an 
impact either on the consumers or on your profit, one or the other, I would 
think. 


Mr. CHILD: It might have been on our profit. 


Co-Chairman Mr. BasrorpD: It had no effect on your price list on the west 
coast at all? 


Mr. CHILD: I would not think so; it would on our costs, but not on our 
quotations. 


Co-Chairman Mr. BASForRD: Could I have your price list for the three years 
on beef? 


Mr. WILEs: Say for four years. Perhaps five years would be better would it 
not? 
Co-Chairman Mr. BAsForD: You talked me into it. 


Mr. WILEs: I will see if we can dig them out. I am not sure of this one. 
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Co-Chairman Mr. BASFoRD: Well, it seems to me strange that a packing 
plant can be closed up on a very large market and have no effect on prices. 


Mr. WiLEs: What do you mean? It would have no effect on prices, you 
say? At all times since that time we have been quoting in the Vancouver 
market. 

Co-Chairman Mr. BAsFrorD: Yes, and your President has said, I take it, that 
it had no effect on the price. 

Mr. WILES: We would have to quote competitively in the market. 

Senator THORVALDSON: Do you ship from Vancouver to Calgary? 

Mr. WILES: To some extent. 

Co-Chairman Mr. BasrorbD: So your quotation could be a question of profit? 

Mr. WILES: It could be anything. 

Co-Chairman Mr. BASFORD: With no relation to costs whatever? 

Mr. Cuiup: Our costs could be changed, but quotations follow a market and 
not costs. 

Co-Chairman Mr. Basrorp: And I take it this is covered on page 2? 

Mr. CHILD: No, on page 7. 

Co-Chairman Mr. BASForRD: Thank you. 

Co-Chairman Senator CROLL: Mr. Urie? 

Mr. UrtE: I have one or two questions, Mr. Chairman. Mr. Child, since I 
was questioning you a few minutes ago the Corporations and Labour Unions 
Return Act filed by your company indicates that slightly in excess of 43 per cent 
of the outstanding shares of your company are held by Raytor and Company of 
Toronto. I believe that was the name of the company I gave you earlier. Would 
you ascertain for us, if you can, the principals of Raytor and Company. 

Mr. CHILD: You mean the beneficial owner? 

Mr. URIE: The beneficial owner. 

Mr. CHILD: You say forty-three per cent is held in the name of Raytor? 

Mr. Urte: Yes. We would like to know the beneficial owner, and if it is a 
share company, but if not, who the owners are. 

Co-Chairman Senator CROLL: And the other question in connection with 
shareholders—of what, five per cent? 

Mr. UriE: More than five per cent. 

Mr. CHILD: Yes, I have that question down. 

Co-Chairman Senator CROLL: Mr. Joyal? 


Mr. JoyAL: One question for information, Mr. Chairman. I am trying to 
reconcile the statement you made on page 2, Mr. Child, where you suggest that 
from each dollar sales about 77 cents goes back to the farmer, yet on 
Appendix D you show the cost of No. 1 sliced bacon, for example, at 53 cents, 
which is the cost that goes to the producer, the farmer. 


Mr. Cur1Lp: Not exactly. 

Mr. Joya: At the bottom of page 2 you say that 77 cents on the dollar goes 
to the farmer. This is the cost of your raw product. 

Mr. CHILD: Right. 

Mr. Joyau: And in your Appendix D giving the costs and selling prices at 
Calgary, we find that the amount that goes to the producer, as I understand 


your breakdown, amounts do only 59 per cent. Now, what is the spread between 
77 and 59 per cent, where does that spread go? 
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Mr. CHILD: Where do you derive your 59 per cent? 


Mr. JOYAL: The spread between 53 cents which is the cost of fresh bellies, 
No. 1 grade, and the cost of No. 1 sliced bacon at 89.63. yum 


Mr. CHILD: But we do not buy fresh bellies from the farmer. We buy pigs. 
Mr. JoyaAL: Therefore, your percentage would be less. 
Mr. CHILD: It has no relationship. 


Mr. JoYAL: Could you explain? You say that 77 per cent of your dollar goes 
to the farmer? 


Mr. CHILD? Yes. 


Mr. JOYAL: Yet in Appendix D the cost of No. 1 aliced paced is 53 cents. I 
am sure there is an explanation. 


Mr. CHILD: I think you have to follow the explanation pene on pages 5 
and 6, and possibly back to page 4. 


Mr. JoYAL: That is when you give us the hypothetical case. 


Mr. CHILD: Yes. We could give you actualities, if you wish, but I thought it 
would be simpler to give you a hypothetical case. 


Mr. JOYAL: Could we be provided, therefore, witha hypothetical c case which 
would indicate the price to the farmer? 


Mr. CHILD: You mean an actual case, do you not? 


Mr. JOYAL: Yes, an actual case. Would it come to roughly 77 per cent of the 
cost? 


Mr. CHILD: But you don’t get it that way. You take your total sales for the 
year, which say are $200 million, and you subtract all of the money you pay out 
other than the farmer, and ano the farmer gets is what is left. It is an over all 
calculation, not an individual calculation. It is based every year on over all sales 
and it is a mix of everything we buy. 


Mr. JoYAL: But does it include cost that goes to the haste other than the 
farmer? 

Mr. CHILD: In our case practically everything we buy comes from the 
farmer, but if we had a mix, perhaps it would go to anybody from whom we 
bought raw material. 

Mr. JOYAL: Thank you. 

Co-Chairman Senator CROLL: Any other questions? 


Co-Chairman Mr. BasrorpD: I would like to go back to page 7, Mr. Child, 
in which you state that the job of the salesmen ‘‘is simply to aghiewd a eértain 
volume of sales at a total profit. It may be expedient to:sacrifice the profit on 
one item in order to make a profit on another.’’ How would the salesmen know 
whether their achievement had a profit or not? 

Mr. CHILD: They are given a cost list. 


Co-Chairman Mr. BAsForp: So that they have a cost’ el and a list price 
and they are entitled to trade from the list price? 


Mr. CHILD: Right. 


Co-Chairman Mr. Basrorp: What is the i oh in mark-up between 
the cost list and the list price? 

Mr. Cuixp: It varies, depending on the profit. It might be one cent on beef, 
for instance. 

Co-Chairman Mr. BAsrorp: What would it be on oem and the popular 
cuts of pork? 
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Mr. CHILD: Probably one to two cents. 

Co-Chairman. Mr. BAsForD: I was asking what it was. 

Mr. Curb: I would have to get these actual figures, which I will be glad to 
get for you. Mind you, our price list contains possibly thousands of items. 


Co-Chairman Mr. BasrorD: When you say thousands of items, I am not 
interested in smoked meats, and so on, but would like representative figures. 


Mr. CHILD: Right. 


Co-Chairman Mr. Basrorp: This would be in a normal operation what 
would be referred to as the mark-up. 


Mr. CHILD: We don’t regard it that way. 


Co-Chairman Mr. Basrorp: No, I know, but that is what it could be 
called in another type of operation. Now, the salesman can go down to the cost 
list, or can he go. below that? 


Mr. Cuitp: He might in some cases even go below. He would check back 
with his office. 


Co-Chairman Mr. BASFoRD: Does he ever go above the list price? 


Mr. CHILD: We hope so. I wouldn’t object at all if he went above the list if 
he thought he could get it. 


Senator THORVALDSON: That is his privilege. 

Mr. CHILD: Yes, it is. He is sort of probing the market all the time. 

Co-Chairman Mr. BasrorpD: The list price then is a sort of confidential 
list, I suppose to the salesman? 

Mr. CHILD: It is for his information only. 

Co-Chairman Mr. Basrorp: And the cost list which you supply him with 
is designed to produce a profit for your company. 

Mr. CHILD: It is designed to produce a profit. It is an incentive system. 

Co-Chairman Mr. BAasrorD: What happens between the incentive and the 
cost list, is that surplus profit? 

Mr. CuHILp: Oh, no; I wish it were. 

Co-Chairman Mr. BASForD: Just what is it, then? 

Mr. CHILD: Well, we give them a so-called margin list above which he can 
get a margin of profit on his weekly statement. His margin list bears no 
relationship to our actual costs. It is an artificial list used for the purpose of 
salesmen’s incentive, and we have all the salesmen in a particular area on the 
same basis, so then we can judge which salesman is doing the better job, and of 
course salesmen are always trying to do better than the other. 

Co-Chairman Mr. Basrorp: That is their incentive, the difference between 
cost list, how much they can get above that? 

Mr. CHILD: Right. We hope they keep striving to get better and better. If 
they have to give a low price to a customer we hope they will get a better one 
from another. 

Co-Chairman Mr. BASForD: How does the list price come in? 


Mr. CHILD: This is our idea of what he should ask when he starts out for 
the week. 


Co-Chairman Mr. Basrorp: So the fellow who is always above the list 
price becomes president? 


Mr. CHILD: He deserves to be. 
Co-Chairman Senator CROLL: Before closing the proceedings, I filed 


earlier, the “Anatomy of a Pig,” and here I have the “Anatomy of a Choice 
Steer’. These will be filed with the proceedings. I suggest to members of the 
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committee that those two papers, which will be in your hands before you leave, 
are worth close study before the packing companies appear before us tomorrow; 
there is a good deal of useful information in both of them. 


Thank you, Mr. Child and Mr. Wiles, very much for appearing here this 
afternoon, and for the assistance you have given us. We shall expect that you 
will send along to us as quickly as possible the information we have asked for 
so that we shall be able to make the best use of it. 

Mr. CHILD: Thank you, Mr. Chairman. 


The committee adjourned. 


1014 JOINT COMMITTEE 


APPENDIX A 


BURNS FOODS LIMITED 


Heap OFrriceE—CALGARY, ALBERTA 


Meat Packing Plants At: Wholesale Branches At: 


Calgary, Alta. 
Edmonton, Alta. 
Prince Albert, Sask. 
Regina, Sask. 
Winnipeg, Man. 
Kitchener, Ont. 


Victoria, B.C. 
Vancouver, B.C. 
Prince Rupert, B.C. 
Whitehorse, Yukon 


Yellowknife, N.W.T. 


Ft. William, Ont. 


Montreal, Que. 


Wholly-Owned Subsidiary Companies: 
Palm Dairies Limited 
Scott National Co. Limited 


Sales In 1965: 
MeatiPacking Division JSioih... Lee yok alae PRs Pade oe sie ony ge Ree 
Palen Daities.Lamited «44.35. Pies dae oc. cetae sadl secine bules om Races estou oot 
BeOtt. NaAGlODAL CG. EAMIPOC acd, cca seo nee ee ee riche nan eee cE Slee aeieat aes 


Net Profits On Operations: 
SLU eCeMer, LOGL hc Bae as Be ae ee tee ae ee UNI c Le dei avenue 


* After reducing depreciation by $713,007. 


$ 138,185,049 
27, 574, 222 
34, 296, 761 


$ 200,056,032 


$ 12,227 (loss) 
607,414 
621, 639 
988 , 670 
254, 345* 
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APPENDIX B 


12 October, 1966 
BURNS FOODS LIMITED 
COST OF PACKAGE MATERIALS ‘PER POUND’ 


. Regular Smoked Ham—average 14 lbs. printed wrap with 


inner wrap tafid\ string—carton! cawiils. Jpelgelieo taal, 2 1.04¢ per lb. 
. Boneless Smoked Ham—stuffed in printed casing—clip and 

string—-average 10: Ibs.—carton .« sm. .<s. + @eeae oc ces os oe) 2.56¢ per lb. 
. Sliced Cold Cuts—vacuum pack—6 oz. package—Label— 

RRR ALL OTL MOON 2 5555 6 oc o clare caus un POND Ke eee ee be we 4.52¢ per lb. 

Sliced Cold Cuts—vacuum pack—4 oz. package (export 

Cooked Ham)—Label—film—carton ................cc000: 7.56¢ per lb. 

Sliced Cold Cuts—Saran overwrap—8 oz. package (Bologna) 

papel —card—iim—carton | PE ee. 5.08¢ per lb. 


. Sliced Bacon—1 1lb.—Folder with overwrap—film—carton .. 3.60¢ per lb. 
Sliced Bacon—1 lb.—vacuum pack—pouched and_ folder 


MSO CUSEY 28 8.0.5 9 5 BERS SST ES 8 Ee otc in UO Fed wrrnmlenrame 5.28¢ per lb. 

Sliced Bacon—1 lb.—vacuum pack—Royal vac and folder 

EVE rs Ce SO a ee ee ee aoe URE Tn eee ws aADTa OE Ese 7.09¢ per lb. 

Sliced Bacon—4 lb.—vacuum pack—pouched and folder in- 

eee A Ret teks Meee te soc cieista eas ties or ak Sais Gree 8.84¢ per lb. 

Sliced Bacon—4 lb.—vacuum pack—Royal vac film and 

FOVACIBIN SELES =e CATLOTI AS dency: guns 8 Gao lovers iors photoes OS siyerheces 9.15¢ per lb. 

Sliced Back Bacon—#% lb. vacuum pack—pouches and folder 

insectssCarnom cies. ¥ltuadt aeciave. aé-ealu-titas dog. RE g. 8.33¢ per lb. 

Sliced Back Bacon—3 lb. vacuum pack—Royal vac film and 

folder mserts—Carton (i... 6 see i os PARRTIION NAAN. 9.15¢ per lb. 

Sliced Back Bacon—6 oz. vacuum pack—pouched and folder 

iserts——U.S Export —Carion 2... ong = cage « MBS ocak cee eee 11.21¢ per lb. 

Sliced Back Bacon—6 oz. vacuum pack—Royal vac film and 

POL DTT DATES Gl EEG ig 10) 0 ROI Roe ee aE ara PURINE Pia A abun aren UPI 12.20¢ per Ib. 
. Wieners—1 lb.—printed overwrap and card—carton ...... 4.65¢ per lb. 


Wieners—1 1b.—vacuum pack-—printed film—carton ...... 4.95¢ per Ib. 
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APPENDIX C 


27 October, 1966 
BURNS FOODS LIMITED 
WAGE RATES 


Average hourly earnings for Burns Foods Limited, hourly paid employees, 
exclusive of the Montreal plant, show an increase of 65.7 per cent over the 
eleven year period fom 1955 to 1966 as follows: 


Average 
Hourly Earnings Percentage 
Male and Female Increase 
Year Employees over 1955 
ND aimee ROE DNs ao oss 6 olga sid a oases ces RR ct eo ile $1.66 Base 
LODG Sern re eee te eas «seed nae aaa Mas etek oe creas 1.73 4.2% 
1957 Sea, “acvoss Lerik oboe). Mentioed.). ba .b--ce 7s 1.31 9.0% 
DIGS eee ARM 8 SRE Ny vn, ase gta Sk balte ta aneiea Sth I ota eo ee ale 1.91 15.1% 
yt tea i Anche RD NMS OBR yy Met nh Deas 8 Ar hk Bi ss Pel D 2.04 22.9% 
RU ac tO |S ae ne a BSE a COUNGN heir re amen ere anal Sif 6) area 2.13 28.3% 
MOG TSO. A Gs St os on Ad LO A aed ee. ABR ee oF 2.21 33.1% 
LOG2: Serer, Ctr ee eee Woe eae ee eter eS SS Oe Ce Sees 2.26 36.1% 
L963 FA, 2A Ae PR i AUER LEE EEE Os ae Oe a eee 2.31 39.2% 
D4 Mann A al 2.5 F Nek, Snir chasis tanks ai biweathd Gl pO S aa @ SEE Gs 2.38 43.4% 
LOGE Sota he ecec cue wate at iat Cael a Oekahe sac seh ere AE es SE ee 2.48 49.4% 
VOGG Fa so ob eps cn LE ROE MENG 5 AER GRD ODE, ee 2.75 (Est.) 65.7% 


From 1955 to 1965 (the last complete year reported by D.B.S.) inclusive, the 
Dominion Bureau of Statistics in their annual publication “Review of Man 
Hours and Hourly Earnings”’* shows rises in average hourly earnings of 39.8 per 
cent for all Canadian Manufacturing, 39.1 per cent for the Non-durable goods 
section, 40.0 per cent for Food & Beverages and 31.2 per cent for Meat Products 
compared with a 43.4 per cent rise in average hourly earnings in Burns during 
the same 9 year period as follows. It should be noted that the Meat Products of 
D.B.S. includes poultry processors. 


Canadian 
Manufac- Non-Durable Food and Meat Burns Foods 
turing Goods Beverages Products Limited 
Average Average Average Average Average 
Hourly Hourly Hourly Hourly Hourly 
Year Earnings Earnings Earnings Earnings Earnings 
$ $ $ $ $ 
SOHO. :igieutve ats eee Paci eee eae 1.45 1.33 1.25 1.54 1.66 
BONO asl. os eae ee ae a ee 1 Or 1.39 St 1.58 1.73 
| of eRe es Ata a ieee ie 1.61 1.47 1.39 1.67 1.81 
DUBS or icwiss ey ater OS ee eee 1.66 1.53 1.45 eae 1.91 
OD hls 5 dae Mahe ce rey ees eee ees Vi? 1.58 G8: 1.81 2.04 
BOO; os NRE AO REN ey patk  eee ee 1.78 1.64 5 7 1.84 2.13 
eos ante ect ee eae ahr ae 1.83 1.68 Theat 1.89 2.21 
EM tishs dey oc SRR NE OE SG 1.88 leo 1.64 1.93 2.26 
CUES aS Meet PN, heeds Ree 1.95 1.79 1.69 1.99 2.31 
Pea ete cs hers, LE Lee ia RASS 2.02, 1.85 ete 2.02 2.38 
% Increase Over 1955............ 39.3% 39.1% 40.0% 31.2% 43.4% 


NOTE: Average Hourly Earnings represent gross wages earned (before any deduction for in- 
come tax, unemployment insurance, etc. but including overtime pay, night premium 
a week end premium) divided by paid hours. Overtime hours do not include penalty 
ours. 
* Copy of Page 10—‘‘Review of Man Hours and Hourly Earnings—1945-64” is attached. 
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During the period August 1, 1955 to April 1, 1966 the basic labour rate in Burns 
prairie plants for men shows an increase of 64.0 per cent and for women 75.7 
per cent as follows: 


LABOUR RATES — PRAIRIE PLANTS 


%o %o 

Male Increase Female Increase 
PUI SUSE JUGS, 6 cote Mota < lactase * athe $ 1.43 Base $ 1.274 Base 
ME SUP ONT ite Cal ent, <eSee ble sh 1.52 6.3% 1.364 7.1% 
COMES DRL BW AOI Re AE IEEE I NG AR 1,95 10.5% 1.4243 11.8% 
Rte ee ata erst ay xe ak 1.67 16.8% 1.564 22.7% 
February, 1959 
(Cost of Living 
PMO WSTICO YS he ere e er. et FESS 1.69 18.2% 1.584 24.3% 
August, 1959 ..... 2.06... 5e-. 1.74 21.7% 1.634 28.2% 
October, 1959 
(Cost of Living 
PasONrasiCe)) | Rees. tet) atic 1:75 22.4% 1.643 29.0% 
REAL Ui nk case wid ues ab aie: «be 1.81 26.6% 1.703 33.7% 
PCI Gt | ALS RRR eRe . CSS LR 1.87 30.8% 1.764 38.4% 
EN ee hens dh eee des Weaning sh 1.93 35.0% 1.824 43.1% 
orice OGs FRA S. RAs 1.983 38.8% 1.88 47.5% 
RT Oe ea ANS aaiins Maen kes 2.044 43.0% 1.94 52.2% 
Arion Gn || lmeccieny al... vas. eins 2.094 46.5% 1.99 56.1% 


OGG erie e ek SS i, 2.343 64.0% 2.24 75.7% 
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APPENDIX D 
BURNS FOODS LIMITED 
COSTS AND SELLING PRICES AT CALGARY 
No. 1 Sliced Bacon 
Cents per Pound 
Cost of Cost of Weekly 
Fresh Bellies No. 1 Selling Prices 
1966 No. 1 Grade Sliced Bacon (Larger Buyer List) 
Week Beginning 
July 4 De 89.63 90 
11 aa 86.67 90 
18 524 88.89 90 
25 524 88.89 90 
August ue BY] 89.63 92 
8 OS 89.63 92 
1D 56 94.07 94 
Ze. 56 94.07 96 
29 56 94.07 95 
September 6 oo 89.63 92 
12 53 89.63 92 
19 53 89.63 92 
26 Do 89.63 92 
October 3 Do 89.63 92 
ie 50 85.19 91 
17 49 83.71 90 
24 49 Sate 89 
APPENDIX E 
BURNS FOODS LIMITED 
Market Prices Or By-PRopvucts 
as at 27 October, 1966 
Cents Cents 
Beef Per Lb. yg Pork Per Lb. F.O.B. 
Wciverare 8/12 we AG 2 bebe. an ones 26 Nowtreal' Livers)..23...a0-0. 3). 26 Montreal 
Livers 2/00 kx 3) o ance teal 24 AGts tea ee Ror 32 “g 
IKIGNe VG. he...s S9es eee See 293 ¥ TS) oe Binet aisle son: 13 ij 
ETI MU SRiten et SMEAR RSENS oh ge diniatd 173 es itead meaum ewer: 38 Calgary 
PLOARGES§. oics bn ko bas lo 30 Calsery 2 Picarts =... a ese 30 . 
ES VGORGS. GS ) Beitige-s bus arp sien. de oe eee 32 a TORPUER. (peter ee lone te Montreal 
(Donmues INO co beef vn sdaccoaa pe eee eee 33 Montreal 
Poneuels IN Ge Genk. | isae apes 26 im ; 
HOG soccer ORG oie 2 3s. ee a ee 113 Galvary 2 aed.) ave xt) ae 13} Toronto 
PPAUTUNE Unkle aieis © ¢ hoa a eies Reed aoe 9 Ee 13 Montreal 
Hidible tallow. Asc. vceies coo deer 103 Toronto 
Tnedible tallow... so... .cee.8 eae i * 
Hides: 
Diative steers: : vee... as bth. 14-144 4 
Branded Steers, she .b.6 os fe 123-13 - 
DWE. COWHER. oc ha sae do ae a 14-14} 
Brangdedu@ows sass eres os 124-13 
Value of by-products: 
Myer Caress OF DGGE, Wik 6: ss vara ctiee Uaeeen od Faeroe eas $16.08 (545 lb. average) 
Ue U2 090 ORE a eikercssl cw oie x 5 Sea ae OR ape oe eae oe ee ae 2.95 cwt. 
Sie Carcass OF NOG osu 5. carck x enh aaa a oat ob ene eatetos aie mee $ 2.29 (155 lb. average) 
eer OO lia Ol DOE KE srs e.c oti acs coe ce ee ne ee eee 1.48 cwt. 
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APPENDIX F 


MEAT PURCHASABLE BY ONE HOUR’S WORK 


CANADA 
Hourly Earnings Price of Steak Amount 1 Hr. 
Manufacturing Per Lb. Will Buy 
Sirloin Steak: 
SUSU aoe $1.04 82.8 1.3 pounds 
1059 eee. 3 1.45 80.0 1.8 
1960 Brey. - 1.78 OTT 1.8 
PUGAC woes 2.02 99.9 2.0 
Dee AIG BSS. . TS 110.3 2.0 
may 1966.°. 5.5. <. 20 115.3 1.9 
Side Bacon—+3 lb. Package: 
Pe Oly goes 1.45 38.7 1.85 pounds 
L260 7. ue Lo 40.5 2.20 
OG en ee 2.02 47.6 2.10 
eR LUOOS, sis O, 2.18 63.7 1.70 


maoy 1966.%..... 2.23 62.6 1.80 
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1024 JOINT COMMITTEE 
APPENDIX H 
HOG PRICES 
Monthly Average Price and Price Index—Grade ‘‘A’’ Carcasses, Toronto 
(1949=100) (Grade A 1949=$30.60) 
1961 1962 1963 1964 1965 1966 
$ % $ % $ % $ % $ % % 

AEN ia ohne 30.06 98.2 26.63 87.0 30.27 98.9 26. 85) Olas 27.44 89.7 42.73 139.6 
lel oBaeenecte 29.50 96.4 26.83 SiG 29.89 OTe. 27.61 90.2 28.23 92.2 43.19 141.1 
Marte ster 2 27.28 89.2 26.88 87.8 26.89 87.9 25.92 84.7 27.80 90.8 36.12 118.0 
Aprile, oe 25.38 82.9 2.28 89.0 24.25 79.2 25.38 82.9 27.94 91.3 32.90 107.5 
IER S aie. occ 27.05 88.4 27.92 91.2 26.49 86.6 26.40: 86.3 30.46 99.5 36.83 120.4 
ATIC ene 29.53 96.5 31.09 101.6 29.55 96.6 29.08 95.0 34.81 113.8 38.29 125.1 
US oS bac 29.89 97.7 33.07 108.1 29.96 97.7 28.41 92.8 36.24 118.4 35.12 114.8 
Aug. 28.84 94.2 32.80 107.2 28.99 94.7 28.10 91.8 36.66 119.8 33.98 111.0 
Satine sehour 29.40 96.1 30.60 100.0 28.60 93.5 28,24: 92.3 36.88 120.5 33.92 110.8 
Octeeua. ac 28.67 93.7 29.59 96.7 26.57 86.8 27.13 88.7 35.90 Livin 
INOW eae 27.61 90.2 30.30 99.0 26.32 86.0 27.12 88.6 37.58 122.8 
DCC ee attra 27.16 88.8 30.42 99.4 26.88 87.8 28.63) 90.3 41.64 136.1 
BY CATER eis: 28.30 92.5 29.60 96.7 27.80 90.8 27.30 89.2 33.40 109.2 

Monthly Average Price and Price Index Nos. 1, 2 and 3. Barrows and Gilts, Chicago 

(Live Prices Converted to Dressed Equivalent on a Basis of 75 Per cent) 
(1949=100) (Barrows and Gilts 1949=29.87) 
1961 1962 1963 1964 1965 1966 
$ % $ % $ % $ % $ % $ % 

TaNe Nae 24.04 80.2 23.49 78.4 2a 72.5 20.52 68.5 22.69 15.7 38.89 129.8 
Reb sot. sais. 24.72 82.5 22.72 75.8 20.69 69.0 20.37 68.0 23.49 78.4 38.31 127.8 
Mars. octets 23.88 G9 th 22.25 74,2 19.15 63.9 20.11 Ciel 23.49 78.4 33.60 112.1 
AT ia an eee 23.47 78.3 22.08 Aon 18.96 63.3 19.87 66.3 24.51 81.8 31.45 104.9 
Maw atoees 23.04 76.9 21.638 72.2 20.93 69.8 21.13 70.5 28.21 94.1 33.04 110.2 
JUNG Seen eee 23.36 77.9 23.68 79.0 23.77 79.3 22.45 74.9 32-28 107.7 34.52 115.2 
Duly erate cere 24.41 81.4 25.19 83.8 PaO 84.1 23.88 79.7 83.12 110.5 34.24 114.2 
IN aod te 24.61 82.1 25,12 83.8 23.65 78.9 23.36 77.9 33.47 LITE 35.16 17.3 
SEDbaedsaracn 24.44 81.5 25.47 85.0 21.57 72.0 23.04 76.9 Sul ale 104.0 32.33 107.9 
OCtiaie te 23.20 77.4 23.03 76.8 21.08 70.3 21.41 71.4 32.18 107.2 
INOVsaa6 eee 22.07 73.6 22.91 76.4 20.21 67.4 20.40 68.1 30000 112.6 
DECrr ena: 33.19 110.7 22.75 75.9 20.21 67.4 21.97 73.38 38.39 128.1 
MiGaty esate 23.71 79.1 23.36 W9 21.43 71.5 21.55 71.9 29.72 99.2 


CONSUMER CREDIT 1025 


MONTHLY AVERAGE CHOICE STEERS 


Prices and Price Index for Choice Steers, Toronto 
(1949=100) (Choice steers 1949=$22.07) 


1961 1962 1963 1964 1965 1966 
$ % $ % $ % $ % $ % $ % 
Meer oe 24.76 11252 26.62 120.6 26.02 117.9 22.91 103.8 23.56 106.8 27.74 125737 
DGD... sane 24.32 110.2 25, 18 114.1 24.26 109.9 23.54 106.6 23.60 106.9- 28.72 130.1 
IAT Eg ccesonets 24.03 118.9 24.86 112.6 23.40 106.0 23260 108.1 24.00 108.7 28.32 128.3 
EA DEI Okie. te 23.43 106.2 25.20 114.4 23.80 107.8 24.25 109.9 24.00 108.7 27.37 124.0 
BRE ice & 23.23 105.2 25.57 115.8 24.25 109.9 24,25 109.9 24.91 112.9 26.85 121.6 
anOgne fa... « 22.47 101.8 26.38 119.5 24.78 112.3 24.25 109.9 26.86 121.7 .. 26.08 118.2 
MOY cote bene 22.22 100.7 27.84 126.1 26.89 121.8 24.78 112.3 26.84 121.6 25.64 116.2 
Our pes XP fe 22.65 102.6 28.61 129.6 27.00 122.3 24.25 109.9 26.28 ITO CT 25.56 115.8 
Sep tere teu 24.08 109.1 29.36 133.0 26.60 120.5 24.26 109.9 25.67 116.3 27.24 123.4 
OC Geneve as. aise 24.50 TIO 29.50 133.7 24.81 112.4 23.70 107.4 25.50 115.5 
ANON AR <5 ..0% 25.49 115.5 29.46 leone 24.50 111.0 23.26 105.4 2606 ae pls le 
NEC yogis 53-4 26.78 121.38 28.27 128.1 23.74 107.6 23.50 106.5 26.79 121.4 
SiG ene 24.20 109.6 27.20 123.2 25.05 Trsno 24.05 109.0 25.20 114.2 
MONTHLY AVERAGE CHOICE STEERS 
Prices and Price Index for Choice Steers, Omaha 
(1949=100) (Choice steers 1949= $25.02) 
1961 1962 1963 1964 1965 1966 
$ % $ % $ % $ % $ % $ % 
Jante. eee. 26.74 106.9 25.06 103.0 26.49 105.9 22.20 88.7 22.98 91.8 25.91 103.6 
1BT Ones ee 26.15 104.5 25.95 103.7 24.47 97.8 21.36 85.4 22.53 90.0 27.16 108.6 
IE ¢., a 25.52 102.2 26.36 105.4 22.88 91.4 21.38 85.4 28.17 92.6 28.25 112.9 
Aprile, ££ 24.87 99.4 26.81 107.2 23.10 92.3 20.88 83.4 24.38 97.4 26.94 107.7 
ONT? 4 geet 23.22 92.8 25.50 101.9 22.27 89.0 20.28 81.0 26.00 103.9 25.94 108.7 
SUMO ook 22.42 89.6 25.07 100.2 22.52 90.0 21.25 84.9 26.69 106.7 25.25 100.9 
itl niga ae 2284 89.3 25.68 102.6 24,57 98.2 22.69 90.7 25.05 104.1 25.27 101.0 
parowaey. fo. 23.87 95.4 27.41 109.6 24.40 97.5 24.73 98.8 26.28... 105.0 25.76 103.0 
PED use $a). xt 23.78 95.0 28.83 ESE 23.98 95.8 24.75 98.9 26.19 104.7 25:75 102.9 
Octseee<. ¥ 23.96 95.8 28.46 113.7 23.74 94.9 23.66 94.6 25.33 101,2 
INovere..1 6 24.83 99.2 29.12 116.4 22.92 91.6 23.45 93.7 24.93 ~99.6 
ID CCRS. 6.2 25.51 102.0 28.12 112.4 21.64 86.5 22.79 91.1 25.38%, =401.4 
GON eee 24. 43 97.6 26.92 107.6 23.58 94.2 22.41 89.6 24.99 99.9 
Tosacco, AVERAGE Farm Pricg,? Canapa, 1961-1965 
Farm Price, Price Index 
Green Weight 1949=100.0 
All Types ¢/\b. 
re ee OREN LUE IR Pe eater eta bias Sige VAN Sel Sy ox pahvis ie ds OER ath ek Bes 39.66 100.0 
ETE One ES ans od On Tene Sn TRE oe) Se SE 50. 23 126.6 
NP Re Ae ct oe aS LE ie wee asta ho a wos Roe caves Shake hit MEE 47.24 119.1 
SRS We GO Neate INO ES aR OY a PO stacey Nn at ER ae 45.08 1 Ae ays 
Oe Be By ESE ingrey ON Soa ak A ne ee 8 Ener a Sa ae EO NEY OA 54.18 136.6 
Eas Mee eer gS ra Ba Piling eth a NE whew Wane <a dies SLE 62.88 158.5 
Flue Cured 
oS URRITS © Ree PRICE TE 7 ae RU 1 ee CORN Ae RE Oe REE BM Ec 42.08 100.0 
ar gee crn PRO ROL itech tr Rh aN eter dS din wdies ak Beane Ne 51.61 122.6 
Be ee RA EEN ys NGC ne carota tart af cadcats i, hoody TO ene 48.28 114.7 
Is a ae Reh nani A uate SAS Gece. 4 Liat hn wes te te 45.94 109.2 
BMA th at erat SR PR Sti sai a hoe ae ao." c' cs BES xin Os 55.61 132-2 
Bt tree Maree NU PUA Mie kik LAT yet i 2 a, ee 64.58 153.5 


a Average price paid by buyers at tobacco auctions for all grades of tobacco. 
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APPENDIX I 


Montuiy AVERAGE CnHorcr STEERS 


Prices and Price Index for Choice Steers, Toronto 
(1949=100) (Choice steers 1949 = $22.07) 


1961 1962 1963 1964 1965 1966 
$ % $ % $ % $ % $ 7 $ /) 

JOM Awa ho 24.76 112.2 26.62 120.6 26.02 LIBRE) weer irra 103.8 23.56 106.8 27.74 125.7 
Vi) Ae ee 24.32 110.2 25.18 114.1 24.26 109.9 23.54 106.6 23.60 106.9 28.72 130.1 
Marner 2 24.03 118.9 24.86 112.6 23.40 106.0 23.85 108.1 24.00 108.7 28.32 128.3 
POE sacs, vo eases 106.2 25.25 114.4 23.80 107.8 24.25 109.9 _. 24.00 L087 Sa aie ol 124.0 
Mayet. a: 23.23 105.2 25.57 115.8 24,25 109.9 24.25 109.9 24.91 112.9 26.85 121.6 
SUNG Has 22.47 101.8 26.38 119.5 24.78 112.3 24.25 109.9 26.86 121.7 26.08 118.2 
PU soon 22.22 100.7 27.84 126.1 26.89 121.8 24.78 112.3 26.84 121.6 25.64 116.2 
ENG. (och ees 22.65 102.6 28.61 129.6 27.00 122.3 24.25 109.9 26.28 bien 25.56 115.8 
BEDE ieee ss 24.08 109.1 29.36 133.0 26.60 120.5 24.26 109.9) ue 20507 116.3 27.24 123.4 
EH seers are 24.50 111.0 29.50 1838.7 24.81 112.4 23.70 107.4 25.50 115.5 

INGVeRee ee 25.49 115.5 29.46 138.5 24.50 111.0 23.26 105.4 26.06 118.1 

Dee. 2.255% 26.78 121.3 28.27 128.1 23.74 107.6 23.50 106.5 26.79 121.4 

Pf! ee 24.20 109.6 27.20 123.2 25.05 113.5 24.05 109.0 25.20 114.2 


Montuiy AVERAGE CHOICE STEERS 


Prices and Price Index for Choice Steers, Omaha 
(1949=100) (Choice steers 1949=$25.02) © 


1961 1962 1963 1964 1965 1966 
$ 7% $ % $ % $ % $ % $ % 

PANG ee oto 26.74 106.9 25.26 103.0 26.49 105.9 22.20 88.7 22.98 91.8 25.91 103.6 
Feb.......... 26.15 104.5 25.95 103.7 24.47 O78 eZ. 86 85.4 22.53 90.0 —» 27.16 108.6 
Marseh <a 25.52 102.2 26.36 105.4 22.88 91.4 21.38 85.4 23.17 92.6 28.25 112.9 
Apr 24.87 99.4 .26.81 107.2 23.10 92.3 20.88 83.4 24.38 97.4 26.94 107.7 
Nave... %% 23.22 92.8 25.50 101.9 22.27 89.0 20.28 81.0 26.00 103.9 25.94 103.7 
JUNCI es se 22.42 89.6 25.07 100.2 22.52 90.0 21.25 84.9 26.69 106.7 25.25 100.9 
Jal arin 22.34 89.3 25.68 102.6 24.57 OS eZee 09 90.7 26.05 104.1 25.27 101.0 
MAUD eit 23.87 95.4 27.41 109.6 24.40 97.5 24.73 98.8 26.28 105.0 25.76 103.0 
Septe.css sh. 23.78 95.0 28.83 115.2 23.98 95.8 24.75 98.9 26.19 104.7 = 25.75 102.9 
Och acne fies 23.96 95.8 28.46 113.7 = 23.74 94.9 23.66 94.6 25.33 101.2 

INO VWae 24.83 99.2 29.12 116.4 22,92 91.6 238.45 93.7 24.93 99.6 

DEC Lacoste: 25.51 102. 28.12 112.4 21.64 86.5 22.79 91.1 25.38 101.4 

West cks te 24.43 97.6 26.92 107.6 23.58 94.2 22.41 89.6 24.99 99.9 
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Montuiy AVERAGE WHOLESALE AND Reta Settinc Prices JANUARY-SEPTEMBER 1966 
Srtectep FrresH Propucts in Cents Per Pounp 


January February March April May June July August Septemher 


POTATOES (Canada No. 1 Grade) 


To the N.B. gtower......<.- 1 2.0 2.3 2.6 Sot 1.6 — 1:2 jie | 
Montreal Wholesale (N.B. 
ee ee oe eee 3.0 3.2 3.5 3.8 4.5 3.5 — no quotes on 50’s 
Retail Selling: .4.0.0.05 600 os 6.1 6.3 6.3 12 7.6 7.9 7.4 6.7 5.3 
CARROTS 
Tom bheilerowenay........ N/A 
Toronto Wholesale (24/20 0z.) 6.8 U6 7.6 8.3 — —_ — 5.4 4.7 
EVGtaIL SOUING Soceu cose ee doen 12.5 13.5 15.2 16.5 18.1 19,9 18.9 aly ee Loves 
ONIONS 
PNGLUING STOW Cis ac dere ee see 3 N/A 
Toronto Wholesale (15/3 lbs.) 3.8 3.8 Bail 4.1 7.8 8.3 — 10.7 8.6 
Retail) Selling 22... whe. 11.5 11.5 Li 11.8 13.8 18.0 17.9 19.7 18.3 
TOMATOES 
To the erower! it, wae. N/A 
Toronto Wholesale (6 qt. os al 
PKG LO TB Yisscvvaes aes o.3 oe _— — _ _ — 18.5, 12.7 8.1 
Retail’ Selling 2s ..d.:s:eeic0s < — _ — — — —- 37.4 33.0 24.5 
Taeythe grower... 424. .+ as: N/A 
Vancouver Wholesale (4 bskt. 
Grate Obs ae incwiercrctiere — a ~~ — — _ — 18.7 18.2 
Retail selling: 635 ......+.. 0% — — — — — -- — 33.0 24.5 
APPLES 
Ont RewrOwerk sorsenis cies tnt N/A 
Toronto Wholesale (carton 
PMD Sa) Mae are ee eevee ers Sa 8.2 Wao 6.0 6.5 9.90) 9.24) 10.0@) 8.2 
Retail Selling no. oh sss. ars 16.0 16.1 17.4 18.1 19.1 19.7 20.6 24.0 2271 
To the grower! v.00 000.0. N/A 
Vancouver Wholesale (carton 
PEAS Sy ree tet thon «cya saveon ie 11.4 14.14) 14.8) 14.94) = — —_ 1251 
etal Selin £ io. sc..ia0s scores 16.0 16.1 17.4 18.1 19.1 19.7 20.6 24.0 Pps 3) 
PEACHES 
OSG ZEOWED cies 565s oes N/A 
Toronto Wholesale (6 qt. 
Pos tel O lps.) epee cick eee —_ oe — — a= a — 12.7 12.0 
Petal Selling. \. Me «« N/A 
PL Ost On@TOWED jaye. «5s.» oo N/A 
Vancouver Wholesale (carton 
2 hepa AL Meee eee te eng — _— — — _ —_ _ 13.5 14.7 
RetailSelling.: 556.63 «00. N/A 


) C.A. Storage Apples 
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AVERAGE PricE RECEIVED BY ONTARIO GROWERS 
For Raw Propvcr DELIVERED TO Factory EXPRESSED 
as Cents Per Tin aS COMPARED WITH NATIONAL 
AVERAGE Reva Price Per Tin or CHorce GRADE 
DurRiInG Crop Years (Aucust—JuLy) 1961-62 To 1965-66 


1961-62 1962-63 1963-64 1964-65 1965-66 


Canned Peaches (15 oz.) 


Lo the efower ..205,2 2) awe =. teks « 4.7 5.4 5.4 ive d 6.5 

Feta solute: Sie... awe. sce cee 23.2 24.3 25.9 26.2 29.2 
Canned Pears (15 oz.) 

To the grower (Bartlett): 4+... : Ri. .s 6.0 5.7 6.0 5.9 yet! 

Retail Selling. 48.6; 5. tern. bees 2 21.5 Zlis 22.0 2200 24.2 
Canned Tomatoes (28 02.) 

LO thE SEOWeL. othe i wins Seoek.. «Saas enes ono jag 5.4 6.0 

FLOUR SOHINS 4 gee cd + Ris once Sek 3 26.7 26.5 29.9 33.1 Sait 
Canned Corn (20 02.) 

EGY OG PEOWEL): goose apm at Cae 4.3 4.0 4.4 4.3 4.2 

Retail Seuiie. 2.4. oo. seks agen me ee VA Ws 21.4 22.4 23.8 23.4 
Canned Peas (15 02.) 

TO SOC PTOWEL: ons .ank oars ioe eee 3.8 Sa 3.0 eb. 3.4 

RetaliSelling ssc.) sca dandaia wes aie oes 17.9 18.1 18.4 18.6 19.2 
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AVERAGE Prices RECEIVED BY GROWERS, 
WHOLESALE SELLING PrRIcE AND Retain SELLING PRIcE 
oF SPEcIFIED FRESH PRopUcTs IN CENTS 
Prer Pounp DurineG Crop Yxrars 1961-62 To 1965-66 


1961-62 1962-63 1963-64 1964-65 1965-66 


Potatoes (Canada No. 1 Grade) 


[6 tne WN Oo STOWEF. F.C eros. os on 0.9 1e3 Te5 2.9 2.0 
Montreal Wholesale (N. B. 50’s)....... 1.9 2.6 Zit 4,2 3.0 
PROUALL Ole: : oats ie Ses oe ooe dg 5.4 6.1 6.8 9.2 7.8 
Carrots 
‘LO thewouanio prowerln 2.22) oNe! 1.8 2:2" 1.8 2:1 bs 
Toronto Wholesale (24/20 oz.).......... 5:5 5.3 4.5 5.6 6.3 
VOR ALM OIIR GT ian cere eee visi e oe A 12.9 13.0 12:1 12.9 13.9 
Onions 
Oboe iano evOWer.s. 120s) tills 3.6 220 1.8 2.6 Tos 
Toronto Wholesale (15/3 Ibs.).......... 6.9 4.8 4.3 5.3 5.1 
Paced WSCA EN ha Cone tok og re ici 1355 124 EVeT 12.9 13.1 
Tomatoes 
TO Chewntalto PTOWEF i. ue ee. 4.1 4.5 4.9 5.7 4.3 
Toronto Wholesale (6 qt. bskt. 10 Ibs.) 10.2 185 9.7 8.5 7.8 
Spe in LST ge a es Oe oe 24.2 24.4 24.4 25.8 26.2 
PO meg. BOWS tte feces brent 5.4 4.0 10.0 6.0 6.8 
Vancouver Wholesale (4 bskt. crate 20 
eS Tees © Ce ae ape een ee 14,2 14.1 14.6 14.4 16,2 
Retail Selling: eies.4 fhe oii. ease 24.2 24.4 24.4 25.8 26.2 
Apples 
WO MMO CNPaTIO STOWET... 55 cs u6. gs ck cars 2.9 3.3 oct 4.5 4.0 
Toronto Wholesale (carton 42 lbs.)..... 5.7 6.9 7.8 7.8 7.5 
Retail Selling. Wane. UA eee... 15.3 15.8 16.6 17.2 17.2 
MO RGU. STOWE. 2 oases ec bss 5.0 4.5 3.5 4.0 5.5 
Vancouver Wholesale (cartons 42 lbs.).. 11.6 10.8 10.8 11.2 11.2 
LESCOL S12 TES Fanaa 0 WR a 15.3 15.8 16.6 17.2 17.2 
Peaches 
ML O.G ne ONbariln SYOWEE ©. as 06d sana f 2a ke 4.2 Gal Gre 6.9 7.4 
Toronto Wholesale (6 qt. bskt. 10 lbs.) Vee? 9.6 9.3 10.6 11.5 
Boll OMA Oe ere coh ar att Acc be N/A 
Mothe : C; prTOwer,.60s cet eic sees ek 3.9 4.4 3.6 [4] 
Vancouver Wholesale (carton 20 lbs.)... tia 10.3 11.8 11.6 — 
Prete OCU a. 2c, os eae ei hanes ie N/A 


1] No Commercial Crop 


Notrse—Grower prices, with the exception of potatoes, represent the average farm value of the crop 
less that portion processed as compiled by D.B.S. Potato prices are those paid to the grower for Canada 
No. 1 Grade as compiled by Markets Information Section. Wholesale Prices are Canada Fancy Grade 
McIntosh Apples and Canada No. 1 Grade for other products. Retail prices are national averages as com- 
piled by D.B.S. They are quoted as No. 1 grade for potatoes and onions but no grade is specified for carrots, 
tomatoes and apples. | 
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APPENDIX K 


Porato Propuction Costs—Nrw BrRuNSWICK 


Average Cost Per Acre—31 Farms 


1959-1960 1966 Estimate) 


$ $ 

BOCs esc e Rek ARS wba a Se Be ee Lo wes ee ees Ge iin en Seana etree 31.73 45.00 
MOET er ete coe, hi x os 2 i els owed ee Sere Ae Tr Re Oe 52.73 57.50 
PUAN Hac fen ook Betis Se eke! Sede x 4:5 cree he ie CREE Lee eles Meo mune 11.06 17.50 
LI SeVOL TOACIIBEEG. . <5 12a a dis.« REE em + 8G aie £ ecnee a aE Caer eee he a ara 42.57 67.50 
MCLANE eae ch Shs aia sted ae a's. ake CEM A AEE oh eR oe eee 3.28 12.00 
SSG EUV EIS an ME ic Bis Rs RS oS oh a ae cro ee ci oe oe 5.08 
PN, oi Fi ila oR LSd Geass BS oe sie ea Re cama ts, o ron ka 24.05 100.00 all labour 
OCREr Ma DONT. e.6E) oles od BCS CEU ROMS cele ee Aes eens alee 38.39 
SLOTAWO De eee rg Ca eee 8 Ree ee Ue en lc AUDA te pate Seale arte eee 12.98 25.00 
260) ene ea a SO ee RON SPY Leyes SA, eset i Re A NSN foe Sy eR 8.34 10.00 

CEG ETRE ws. was. 6-0 3 Sledibarn emia aa Re, 2 als Ns Qronene oe e ey 233.21 334. 50 
ING gO arre la OE SCT eC ikted iuis-s. ace anit Se eee OE, Rim hae oc ee oe enn 139 139 
Costper Warres (160 168.) .. 4s ade coe CR BE a ees ee es eae devi 167 2.40 
OSG DOP o (CONUS) 6 os 5 ah ou aie FHF Gs Sos Eee ny KER Ora eames 1.00 1.45 


{ Source: Report of the Royal Commission on the New Brunswick Potato Industry 1962. 
) Fruit and Vegetable Division. 


CONSUMER CREDIT 1031 


APPENDIX L 


ANATOMY OF A PIG 
1. MARKETING (Farm to Packing Plant) 


(1) Through a Public Stockyard ‘‘Direct’’ Producers’ Costs Packers’ Transportation Costs 
Trucking to P.S.Y. Moving hogs from P.S.Y. to 
Commission 25 cents per head Plant 
(approx. ) 
Yardage 35 cents per head 
(approx. ) 
(2) Direct to Plants Trucking to Plant Nil 
(8) Through a Marketing Board Trucking to Assembly Yard Moving from Assembly Yard to 
(Ontario for example) Marketing Board charge 40 Plant 
cents 


2. PROCESSING (From delivery of hog at Packing Plant to delivery of pork 
products to buyer (retailer, wholesaler or on export) ) 


Expenses involved in processing (including buying costs) ‘‘Credits’’ (Revenue producing by- 
1. Buying products—other than products 
2. Killing derived from the carcass) 

3. Chilling 

4. Cutting (includes defatting and boning in varying degrees) Heart 

5. Curing Liver 

6. Smoking Killing fats 

7. Cooking Glands 

8. Packaging Blood 

9. Storage (as may be required) Hair 
10. Selling 
11. Delivery 
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3. BREAKDOWN (COMPONENTS) OF A HOG CARCASS IN A PACKING 
PLANT 


Average Weight (warm) of carcasses 
155 lbs. approximately 


At an estimated average yield of 77 percent the approximate average 
weight of live hogs is 201 lbs. 


Approximate yield of Fresh (not cured and/or smoked) product from a 
carcass (warm dressed weight basis) 


The yield of individual cuts varies considerably, due mainly to the degree 
of defatting and also to the type of hog. 


With Back 
With Back Weight from made into Weight from 
made into 155 tb: a ‘‘Boneless $55 Tb, 
a ‘‘Loin”’ Carcass Back”’ Carcass 
— percent — —percent— 
(a) Five Major Cuts 
eel fs eae. Bipeeives ic x ade oo 20.5 31.8 20.5 oles 
Nos hs ERG We ie Neng One aes ame EE 13.9 215 8.9 13.8 
Beye cre ie coi se oie eet ise 20.5 Ep 20.5 
Butte Tet I Ae eee & Tt 11.9 risTe 11.9 
Pienit.¢s cnA4. Va ek: : | 7.6 11.8 7.6 11.8 
Dias OF Cuts i. «are xs os oe eee 62.9 97.5 57.9 89.8 
(b) Secondary Products 
Ficek, teetrand tail sc... cdeaes wena 4.3 6.7 4.3 6.7 
Spareribs, back and ribs........... 3.0 4.6 ono 5.4 
sLODGOTIOIR  a57 t- eeyan i tic dkicacaelucine nil — 0.8 1.2 
TSAO ys ect a ne la oe 0.4 0.6 0.4 0.6 
Plead and ‘Loneues.ckc.s ede soa con ik 6.1 9.5 Gr 9.5 
Jowls and ‘Trimimines..2 05.00 o605<56 ek 4.8 3.6 5.6 
Leaf fat, back fat, and lard fat..... i372 20.5 14.2 22.0 
OUGS fom terre eee tte We ce eee 2.0 De | 4.2 G75 
Skin Amel CRAG: couch ee ce nee no oe 2.0 ool 2.0 3.1 
Shrink (cooler and cutting)......... 3.0 4.6 3.0 4.6 
Shel bio 42.1 65.2 
Oba! = s5. A5e dee eee eee 100.0 155 pounds 100.0 155 pounds 


N.B. If the 5 major cuts are sold in the form of boneless cured and smoked product, the percentage yield 
from the carcass is sharply reduced: 


Approximate 

; . % Yield from Carcass 

Major Cut (Warm dressed weight) 
FLBI. ok had dle poet a ae oe een 13.0 
Baie ycshist te ede. <thes a eee ae ee ee an ee 8.9 
Beli ys 25.5 dsees :o'iviw- alee eee aoe enboet ae cote ed ea acter Le 
Bubbisdivieey teawcees nc Oe ee 6.9 
PICMG 65s SWe La Se wid ee ee ee 7.0 
47.5 


The packer derives at least 80 percent of the total return from a carcass, 
out of the product of the five major cuts. 
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4. LIST OF THE MAIN PORK PRODUCTS (AVAILABLE TO RETAILER) 
FROM THE FIVE MAJOR CUTS 


(a) Products in “bone-in” (not boneless) form 
If major cuts are sold in “bone-in” form a packer would produce some, or 


all, of the following products: 


Fresh 


FI — WOE DAM Fo go. csc tse bh. otk. 


Back—W holetWoinns..08ss5 oes...” 


Belly—Whole belly—may be “‘rib in’’ 
OP Ti ome ees Gt NS (dOoe0) 


Butt—Whole butt or portion thereof. . 


Picnicl1—Whole picnic................. 
—Shank on or shankless........... 


Cured and/or smoked and/or fully cooked 
(‘‘ready to eat’’) 


(1) Ham cured and smoked, either whole or portions 
thereof. 
—Skin on; partly skinned; fully skinned. 
—Shank on or shankless. 
—May be “‘ready to eat’’ 
(2) Packaged centre slices of above product. 


(very little sold) 


Nil 

Nil 

(1) Whole picnic cured and smoked. 
—Shank on or shankless. 


—May be “‘ready to eat’’ 
(2) Whole picnic, cured, not smoked. 


1 The butt and picnic may be sold in one original piece as: 
(a) A ‘‘New York Shoulder” (partly skinned; neckbone removed; shank on or shankless). 
(b) A ‘‘Montreal Shoulder”’ (fully skinned; neckbone on; shankless). 


(b) Products in ‘‘Boneless’’ Form 


If major cuts are sold in ‘‘boneless’’ form, a packer would produce some or all of the following 


products: 


Fresh 


Hams:—Boned and rolled............. 


—skin on or skin off 


Back:—Boneless Back................. 
—Long or short cut 
—May be two tied together 


PELL) Pa molall | Dyed allt iia thei 2 cpu sean 


Butt:—Boned and rolled............... 


Pine IN is seats AUS eg 


Cured and/or smoked and/or fully cooked 
(‘‘ready to eat’’) 


(1) Cryovac or cellophane wrapped boneless smoked 
ham, either whole or some portion thereof. 
—may be fully cooked 
(2) Packaged slices of above product. 
(3) Whole cooked hams, cured but not smoked. 
—packaged slices of above product 
(4) Canned hams 


(1) Boneless cured and smoked back, whole or pieces. 
—Packaged slices of above product. 
(2) Cured (not smoked) back, whole or pieces. 
—Packed slices of above product. 


(1) Cured and smoked side ready for slicing 
—Rind on or rind off 
(2) Packaged sliced bacon. 


(1) Cryovac or cellophane wrapped boneless smoked 
butt, whole or halves. 
—may be fully cooked 
This cut is generally referred to as a ‘‘Cottage Roll’’ and 
may be sold unwrapped. 
(2) Cryovac or cellophane wrapped, cured (not smoked) 
butt, whole or halves. 


(1) Cryovac or cellophane wrapped, boneless cured and 
smoked picnics, whole or halves. 
—may be fully cooked 
(2) Cryovac or cellophane wrapped, cured (not smoked) 
picnic, whole or halves. 
(3) Canned picnics 


aa ae ee Ee 
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5. SECONDARY (PORK PRODUCTS DERIVED FROM OTHER THAN THE 
FIVE MAJOR CUTS) HANDLED AT RETAIL LEVEL 


Product Form 
PROC KS 7. Bee RAVEN he oe ee Fresh, pickled; Boned, pickled, cooked and jellied. 
PCE eS seth a Nk | Fresh, pickled; Boned, pickled, cooked and jellied. 
LULA een ee re ene hes Pickled; Pickled, cooked and jellied; Canned. 
PPAR OEUIG aie Let Ath ae ees F Fresh 
LONMOTIONNS A Ss we eb chee eee Fresh 
Panes oc OE ie eee Fresh 
B [el COPE ia ARI ae Cone CP IE arn Seen Cured and smoked 
pa: 1 Sarge agit Rlar SAG. Dame Me" Speneng. Packaged Lard. 


N.B.—Heart and Liver are removed on the killing floor and form part of the ‘‘credits’’ (revenue pro- 
ducing by-products—other than those derived from the carcass). Therefore, they are not included in 
‘secondary products+ from the carcass (as listed on page 2). However, they are sold at retail in fresh 
form. 


6. PRICE RELATIONSHIP OF 5 MAJOR WHOLESALE CUTS 


There is not any definite stable pattern, due to supply and demand, but in general: 
—Loins bring the highest price 
—Hams generally rank second 
—There is usually some discount on butts under hams 
—Bellies, generally, over a long period, will average a little discount under butts. However, Cana- 
dians are heavy consumers of bellies (breakfast bacon) and in times of light hog runs, as has. 
been the case since mid 1965, bellies will sell higher than butts. 
—Picnics bring the lowest price. 


Official price data on all of the five major cuts is not available. L. N. Reynolds Company Ltd... 
Meat Brokers in Toronto, issue a weekly market letter. Their quotations, for Toronto, for representa- 
tive weeks are listed below: 


Week Ending Hams Backs Bellies Butts Picnics 
CECKlA 1966 Ps AL Le ERA 47 73 — 75 45 49 40 
pept. 24, 1906... ...... RRP 780. 45 86 -— 87 53 -— 54 55 47 — 38 
PAN a0 ol GOO Se an scccuen anita: ante ers 503- 51 76 -— 77 58 — 59 56 — 57 36 
Seat OGG bac". line eee AR eee 50 — 504 70 - 71 503- 51 49 — 51 36 — 37 
WuMes TS a1 OGGE aac cre tops meek Sie 473— 48 72 -— 73 543 48 41 — 42 
May 2ttoGG. tect COPA UE POY A 49 69 -— 70 49 - 51 45 — 454 41 — 42 
BRDU? gees OO eer a oe ee Ek ee Be een 45 — 46 61 - 62 47 — 474 40 - 41 36 — 37 
Weare (OGG... 6. Phere ets oe) Ss aS 64 — 42 - 48 — 49 39 — 40 
Wen io 1 G00 ence ee 603- 61 75 —- 54 -— 544 57 -— 58 47 — 48% 
OPED ote HO EKO Rech popes Ieee nal cat a eat 61 - 613 72 - 53 -— 54 53 — 54 44 
PL me EA Pa EE | ARG, abet l idk ND re Ys ee 593- 61 72 - 52 - 53 55 — 56 45 — 46 
IND 20, LOUD See ce ates etek oe at 544— 554 70 - 71 473-— 48 53 - 533 43 -— 434 
OCE Bs oh DG tink coke meee Ren ene 473— 48 73 — 74 472— 48 49 - 39 - 
af 1 RET ETS SoM EE FS Sa 47 — 47% 69 — 70 50 - 51 47 -— 48 35 — 36 
AUR 21S LOG Bete. eA By gad: 51 -— 514 67 - 54 — 55 44 - 45 34 — 35 
Le POG ch cae 6 he A te peel & 51 — 52 62 - 50 — 51 434-— 444 32 - 
UNG 20g Oboe fend Peas tiiy cach baading 51 - 514 63 - 45 — 454 44—- 46 32 -— 33 
May 22,41 000i ee axis ia dealt Ades 442— 45 58 — 59 37 — 38 36 — 37 30 - 31 
Ns hoy) Sead! 2 ii tales oie apart te 42 — 423 524- 323- 334 353- 36 283- 29 
MaRS ors UGS: count che! Sod oe a aihent ne 524-— 534 323- 33 36 — 364 284-— 29 
FOB AZ 100i and Del eth B ee cai 4] -— 413 534- 54 33 — 333 363- 373 29 

JEN 255 Shoat haenbay hk data Mei, 41 —- 51 — 52 293- 30 33 — 334 


AVAILABLE PRICE DATA RE HOGS AND PORK PRODUCTS 
(A) SOURCE: C.D.A. | 
1. Grade A carcasses (weekly, monthly and annual) 


2. Weekly average wholesale Dressed Meat Prices. (Maritime Centres, 
Montreal, Toronto area, Winnipeg, Edmonton and Vancouver). 
Ham, boneless, smoked, not fully cooked 
Cooked ham, cured not smoked. Boiled (whole) 
Loins, fresh, regular trim 
Side Bacon, rindless, flat pack 
Shoulder, New York trim, fresh, shankless 
Cottage rolls (butt), smoked, not fully cooked 
Picnic, shankless, smoked, not fully cooked 
Sausage, pure pork, lb. package 
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(B) SOURCE: D.B.S. 


183 


Monthly Average Wholesale prices at specified cities (Maritime Cen- 
tres, Montreal, Toronto, Winnipeg and Vancouver). 


Hams, boneless, smoked not fully cooked 
Fresh loin regular trim 
Bacon, rindless 1/2 1b. pack 


New York shoulder, shankless, picnic shankless, smoked, fully 
cooked 


Sausage (pure pork) 1 lb. pack 


2. Monthly Average Retail prices at specified cities (Halifax, St. J ohn, 


Montreal, Toronto, Winnipeg, Regina, Edmonton and Vancouver). 


Pork chops 

Bacon, rindless 1/2 lb. pack 
Boston butt, fresh 

Sausage (pure pork) 1 lb. pack 


3. National Monthly Average Retail Prices 


Ham, boneless, smoked, not fully cooked 
Pork chops 

Bacon, rindless 1/2 lb. pack 

Boston butt, fresh 

Sauasage, 1 lb. pack. 


TABLEI 
HOG MARKETINGS 
CANADA 


Weekly Average Gradings 
—000- 


1961 1962 1963 1964 1965 1966 

ANT 9 al i oe ree ae 119.4 144.2 119.9 141.0 150.2 120.3 
Pebrasty bay pba pte Gash ear tae, te 120.2 140.7 125.2 146.8 146.4 129.7 
Barely 8), 534 oe tO 8 124.8 144.6 130.5 137.2 153.6 138.2 
PRORUe ns ammonite! o's pes 133.4 138.7 128.4 150.0 148.3 132.8 
Ge eat Shas irttetc Seley e's « 118.0 126.9 122.9 135.0 141.5 126.4 
‘TOSPUODE SD Tee: CER em eT 113.5 116.5 tH oat | 130.5 128.3 121.0 
Salf gS ed Ps de “akebgt aa! stl ov vw Un 110.0 105.3 110.5 121.5 124.7 117.0 
LS EB ey ven eR a Dr ay ee te ina | 108.3 112.9 123.4 124.6 124.2 
Peprem ber kl SR UUHES, 2 thr: 125.1 117.2 126.3 135.2 129.5 132.2 
WpreO UR tT. AG EO cess GE 137.5 130.6 140.1 141.7 131.8 
Noseuther PTS Ce Cbs oe oe BEL 147.8 135.3 142.4 153.8 135.2 
DEO TR ICE Re 8 tags ay scion San vn 128.4 116.4 128.5 162.7 121.8 

RY OAT nee em raseiae dees 124.0 126.8 125.4 140.0 136.1 


Total Gradings........ 6,449.0 6,593.9 6,520.8 7,281.6 7,077.1 
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Unirep STATES 


WerEKLY AVERAGE INSPECTED SLAUGHTER 
—000- 


1961 1962 1963 1964 1965 1966 


a eS 


JSNUALY scot gere. te eek ot hee 1,436.0 1,524.5 1,583.2 1,739.0 1,511.8 1,179.8 
February :.sgeee tr eae oe 1, 269.5 1,328.0 1,416.2 1,474.5 1,325.2 1,162.5 
Moreh: :as 7 Beer tee oh cee & bs 1, 222.0 1, 245.0 1,311.8 1, 284.0 1,306.8 1,161.2 
DT EL ce ee sas Meee 1, 262.2 1,418.0 1,585.8 1,620.2 1,450.5 1,325.8 
May Rest eaee he toast ayes 1,399.2 1,450.0 1,477.5 1,369.0 ¥,179.8 1, 228.2 
JUNEIS cos, vie Roe ered» 5 ee que 1,081.6 1,008.2 976.0 1,007.6 943.4 934.4 
OLY" ieee eee os he ao ae 1,080.0 LiT7aS 1,248.8 1,232.0 1,107.2 1,057.0 
PU IUCW Te Meee OBE sos cee aa 1,278.5 1,303.5 1,293.5 1,210.2 1,187.5 1,272.0 
Septembers a noe 4. wimeat 1,048.0 947.4 a WS 1,126.0 1,095.0 1,175.4 
OctODeh ange cg te See eee 1,555.8 1,660.8 1,693.8 1,701.0 1,355.2 
NOVCHIDE Don 44<get neice Ceres 1,581.8 1,594.0 1,594.8 1, 636.5 1,375.8 
Dec@niberk sian: Notes. kus Mekariun 1, 147.6 1,190.8 1,339. 1,329.6 1,002.0 

NCAT is cee SEs wat: 1, 262.2 1,303.3 1,376.5 1,378.2 1,225.2 

Total Slaughter....... 65, 632.0 67, 770.0 71,577.0 71, 667.0 63, 708.0 


Se ee ee 


TABLE II 


HOG PRICES 


TORONTO 
Monthly Average Price — Grade ‘‘A’’ Carcasses 


1961 1962 1963 1964 1965 1966 
$ $ $ $ $ $ 

January ses es A ereeen sie 30.06 26.63 BOs € 26.85 27.44 - 49573 
Pebruaryetet ois Pee aes ch eK 29.50 26.83 29.89 Dol 28.23 43.19 
March . ttre, tty, soils eins an be 27228 26.88 26.89 25.92 27.80 36.12 
INDY Rake eer peteh fe a crite as 25.38 2123 DAeeD 25.38 27.94 32.90 
May i eee RAE oto once 27.05 27.92 26.49 26.40 30.46 36.83 
F hegat sh eee: 9 ctehesya aresaieahlhd sry ake on 29.53 31.09 29.55 29.08 34.81 38.29 
DULY 5... ces ee os bin Belare 29.89 33.07 29.96 28.41 36. 24 Sa }5 1H 
UATTOUS Ue at cls aeushes eer nae Re 28.84 32.80 28.99 28.10 36. 66 33.98 
Septermbertn, Mi ANU tadmenenn ds 29.40 30.60 28. 60 28.24 36.88 33.92 
OC)GtODCE AA: IE, Sas. 6 Mae ans 28.67 29.59 26.57 ies 35.90 
INGOVemibens: SaePeEer aoe ene 2 OL 30.30 26.32 Die 37.58 
Decemberns...94. tae he es aa AG 30.42 26.88 OHMS 41.64 

RY CATie AMAR oo co cts eae 28.30 29.60 27.80 27.30 33.40 

CRICAGO 


Monthly Average Price Nos. 1, 2 and 3 Barrows and Gilts 
(Live Prices Converted to Dressed Equivalent on a Basis of 75 Percent) 


1961 1962 1963 1964 1965 1966 
$ $ $ $ $ $ 
JANUATIVES As oh eee cs kg BE 24.04 23.49 On 20.52 22.69 38.89 
Hebruary 4... .hobehee> a. <bcee DP EY, DO Te, 20.69 20.37 23.49 38.31 
Marche» .<hic . oe ae oes 23.88 22,25 19.15 20.11 23.49 33.60 
ADT... 540s. Eee Hee Pe ws 22.08 18.96 19.87 24.51 31245 
MAY ois +s See eee 23.04 21.68 20.93 Dively 28.21 33.04 
JUNE. .o4..o 2; Ba ee 23.36 23.68 De TT) DIT AG 32.28 34.52 
ENR tiltcpieehon astute iicrideditinima es aabiia 24.41 25.13 25.21 23.88 33.12 34,24 
PAHO SG 6 bn ices Rote oT ree 24.61 25 12 23.65 23,30 33.47 35.16 
BeDLOM DEE... 6.5. .«haldeties ee 24.44 25.47 DA a Vi 23.04 31.17 oes 
October oc: 2l eee. eee 23.20 23.03 21.08 21.41 O2. 13 
INGO OTa Gee) ee Le nee ted PEEVE 22.91 20.21 20.40 Sone 
| DYEVGYETC at OYE) Ae ee a A gE gD 33.19 DD 20.21 le ot 38.39 
cutie fY¥esit \ sennieg ll wt Poy View ane omy 2S oe eee 
RVCareg 24. eee ee o oe O25 Ae 23.36 21843 21.55 29872, 


ee ee ee ee ee 8S eee a ee © ee 
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TABLE III 
WHOLESALE Dressep Mxat Prices'—Toronro 


New 
Smoked Cooked York Cottage 
Ham Ham Loin Bacon Shoulder Roll Picnic Sausage 


Cents per Pound 


1966—September....... 90.1 101.1 Thon 100.2 50.3 80.3 Bre] 56.4 
Ameust..... oo RE 93.3 108.1 68.2 100.2 5070 80.6 53.4 59.0 
STAT oi ow se 2 89.1 103.6 66.8 84.5 49.4 75.8 53.2 57.4 
June... 90.9 101.5 67.1 92.7 49.9 W252 55.6 56.9 
May.. 88.3 98.9 62.9 86.9 47.0 69.9 53.5 57.4 
MNO hy 91.9 97.4 DDe0 82.2 42.9 66.8 49.7 57.7 
Maron ge. 61.08 a3 102.1 tT 7 61.2 87.4 ay) Nears Oak 56.3 63.6 
Pepruary,...e.45 105.7 120.6 70.1 92.4 59.3 78.9 59.7 63.7 
JOBYMATY. «0 can 8. be 103.0 116.9 68.2 90.8 GV Ge 77.0 56.8 59.9 

1965—December....... 96.1 114.5 68.7 97.9 56.6 78.2 58.3 59.2 
November...... 92.5 102.3 68.0 92.8 49.9 73.8 51,3 pout 
Oevo ber errs. oes: 93.2 99.2 68.7 94.0 48.8 68.9 49.3 53.9 
September...... 92.8 1012 aoe 94.0 44.0 65.2 46.1 55.0 
Aussie 92.2 102.7 6282 95.0 43.5 65.8 46.6 HY) 
REO Sata, ete eae 88.9 103.4 62.6 90.1 43.3 64.8 44,9 54.5 
DUBE oo sca ac AS 85.0 99.8 62.4 83.6 42.6 63:2 44.7 53.4 
DR haca sisats oe TE 90.3 52.4 42,6 S01 Die 39.4 48.9 
April... eee Teed 89.2 49.5 68.1 SOR Diet 39.9 48.2 
March... <8 8. 77.8 89.9 50.9 68.5 50. Veal 40.4 48.0 
Rébruary.... + 2% Tire 88.9 53.6 67.4 37.8 56.6 40.1 47.1 
January... 8 17.2 87.5 bi el 65.6 OTe 54.6 37.6 46.3 

1 Description of product 
Smoked ham, boneless, not fully cooked 
Cooked Ham, whole (Boiled) 
Loin, fresh, regular trim 
Side bacon, 1 lb., flat pack 
New York Shoulder, fresh, shankless 
Smoked cottage roll not fully cooked 
Smoked Picnic, shankless, not fully cooked 
Sausage, pure pork, lb. package 
Source: Weekly Livestock and Meat Trade Report Canada Department of Agriculture. 
TABLE IV 
AVERAGE WHOLESALE Prices (MonTHLY) ToROoNTO 
Pork N-Y Bacon Hams Sausage 
Loin Shoulder Rindless Smoked Pure Pork 
Reg. Trim Shankless 41b. Pack Boneless 1-lb. Pack 

TOS GOU ALY «1. oct. es ss eee ee el Bia” 65.6 Gone 46.3 
Babruary: .. # Mes de bse 53.6 37.8 67.4 75.8 47.1 
REAPG Ok ee Ak GRIER dose lce 5 8 50.9 36.7 68.5 rived) 48.0 
SADT os in Be MERE oko e% tack 49.4 Sey, 68.1 76.0 48.2 
RY cee an BRE occ obs 52.4 36.0 72.6 Tie2 48.9 
ING oS ie RN BE bree iad 62.4 42.6 83.6 87.0 53.4 
NONI ig. sta ae “RE er 62.6 43.3 90.0 90.4 54.5 
Be eae Sn 62.2 43.5 95.0 90.6 Do. 9 
MOMLCTIDOL sc 2Mie sc os ales ve 63.2 44.0 94.0 88.6 55.0 
(OVGL TS) oy or 0 eS ee ee 68.6 48.9 94.0 86.4 53.9 
November is. mn... 6 sss 68.0 49.9 92.8 88.8 oDet 
DIOCATOIBOK Scien Ti ae 68.7 56.6 97.9 101.0 59.2 

Annual Average........ 59.4 42.5 83.5 84.8 Don 2 
2900—Jantiary . 3 ans oe: 66.8 56.0 90.1 102.6 Oot 
Bebreary. 4 chair? | W0r8 60.1 92.7 105.1 63.4 
DEC ce sau, se IRE fo ko sys 60.0 51.4 88.2 97.7 65.1 

SOOPULYY PTs 4p BA OS GA. «2 55.3 42.8 81.9 85.2 57.4 

EI aS, «| SREB oc. SL sis 60.4 46.4 Sp.7 88.2 57.4 

OM ek ft OE ee a st 66.6 49.5 91.9 91.2 56.6 

Ile Fn. ON Bie hee Gers 66.0 48.4 93.6 91.6 56.7 
ETE TET ECA TORRES ee Pe RS 67.3 50.5 102.1 96.1 60.1 
Average to Date....... 64.1 50.6 90.8 94.7 59.6 


Source: Livestock and Animal Products Statistics Dominion Bureau of Statistics. 
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TABLE V 


AVERAGE Retart Prices (MontHity) ToRONTO 
a a ear ee 
SNe ——— 


Pork Boston Sausage Pork Bacon 
Butt Pork Chops Pure Pork 41b. Pack 


a a 


TOG OTA Mesh 2 ocean ace oy A ae ah 40.8 73.4 57.0 96.0 
PSs Via os sees s+ 2 oe ae 45.8 73.4 57.6 95.8 
Bae eho aS vel Rc ees ee 45.0 76.5 58.1 96.4 
GALLS See einens a6 Zig taneed iss 0. eh RN = ae 44.1 72.0 57.0 96.4 
Wa yi ees bs bons 6 is eg ee Oe 45.6 70.0 5722 97.4 
iO: 8 bree fee oto y-0 sk Bape 49.3 79.4 58.8 109.8 
ULES oe ae ase oes ip cant ihe 2) oR eee ae 51.8 87.1 62.8 124.2 
ATS SR i. kos ds capes Ps oe a Docd 87.2 63.5 133.6 
PROTIEOWIIIEN. 1c << npc ears a5, 9 ee teed So aye eae Have 89.7 65.9 137.4 
GAGE 125 De: GR Seelam Ae ial NEE TEE yal 54.5 90.9 64.3 136.0 
IN OVOEIIDGE...c cos / See kedc: cs Benes oo oae 58.4 99.5 63.4 130.0 
WISGEIIDERS« de cec Ge gds sco + eae een am eee 59.7 100.2 66.4 135.4 

Averave 1965)0Re. ...a.Yenre re es See 5032 83.3 61.0 115:6 

1966 January oF oe. aes nao e bee cuneate 63.7 97.5 70.4 141.8 
WEOHTUSLV oT. 5... oes Mena phase ieee cae eoeeee 63.1 99.5 72.0 149.2 
March #6. 2... Br tsa wee eae s os cea 67.2 101.0 Also 150.4 
Sige ol SR UD. CRI BL Paros Fe 59.8 89.6 70.8 139.6 
MAY ea Bee ines oe Sa wis Oa Oto hots Ones 86.1 68.4 132.6 
11 en en AL SSR PCS era 1 56.2 93.2 69.3 138.0 
WOES coe ccs a eee ee Cee 56.5 93.3 68.4 140.6 
MONET i dled Lien deothhe eee ee ae ee 55.1 94.7 65.8 154.2 
Sep Cem els. uisn's cae eae tee oie eee 57.9 96.3 67.7 154.6 

Average to date 1966..)..............5% 59.0 94.6 69.4 144.6 


Sourcsn: Livestock and Animal Products Statistics, Dominion Bureau of Statistics. 


TABLE VI 


Nationa, AVERAGE Reta Prices (MonTHLY) 


ee 


Pork Pork 
Shoulder Sausage Pork Bacon Pork Ham 
Pork Chops Butt Pure Pork 4lb. Pack Boneless 
TOGO =P ONMSTY 5. cc Pens ako skate 74.9 54.8 60.7 96.4 103.3 
gE Os oe ae UR ete 74.9 55.9 60.8 96.6 105.2 
hPL Ae ERTS hie 55.9 60.7 96.8 104.8 
FOOT asso ks eee Ee Geer ae 73-0 55.9 60.6 97.0 103.8 
MIS ook otc.2 gs emer a vay 72.8 56.2 60.6 98.2 103.7 
MIC cok Soe MAS tn oN eneiete 79.0 59.8 61.9 105.0 104.6 
Urn) ooo veh em eee! Be 84.4 64.0 65.3 116.0 115.4 
ASIOUSEL “Aur erictitheas Gk tiers Gi 84.8 64.7 Oxo 126.4 1223)..7 
Saptembern. 4. ae uss sek es 86.2 65.8 68.6 131.2 125.9 
GOCG DOT ee. map to eek 86.5 66.3 68.5 129.6 124.9 
DT OVEMIDGE. oa! mie oh strane s O1.5 69.0 68.5 128.2 123..2 
WECOTRDEGE. 6 u cme. xa tas + 93.4 73.5 70.0 127.4 128.4 
Annual Average........ 81.4 61.8 64.5 112.4 113.8 
a 

PDS SRE a ties 94.9 78.8 73.8 134.4 139.6 
BML nt a se See ey. Oe 97.1 78.6 ao 139.6 144.6 
FAT Cit acca crane ine 260 97.1 81.3 Taser 139.6 147.1 
Pes 2 eo ee Mencken 87.3 72.8 76.5 127.2 141.4 
nc tnvchue sia eaaa ati alk eS 83.4 65.9 74.0 125.2 124.6 
BEG ASG Or ee ie 89.4 68.2 74.7 128.6 tw 
1 Ngai gees pein! ~ aaa er Dan 89.9 70.3 74.4 131.8 134.5 
ES ER pros Tae See eee 90.7 Wee 14.1 138.0 Tote 
BVOC TR OEM. cis russ oh ce ds eh 91.8 73.0 75.0 142.8 139.8 
Average to Date....... 91.3 Wace Fes yal 134.4 138.4 


Source: Prices and Price Indexes, Dominion Bureau of Statistics, 
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SUPPLEMENTARY ORDERS OF REFERENCE 


Extract from the Votes and Proceedings of the House of Commons, Sep- 
tember 9, 1966:— 

“Mr. Sharp, seconded by Miss LaMarsh, moved,—That the Joint 
Committee of the Senate and House of Commons appointed by this House 
on March 15, 1966, to enquire into and report upon the problems of 
consumer credit, be instructed to also enquire into and report upon the 
trends in the cost of living in Canada and factors which may have 
contributed to changes in the cost of living in Canada in recent months; 

And that a Message be sent to the Senate to acquaint Their Honours 
thereof and to request the concurrence of that House thereto. 

And the question being proposed; 

Mr. Pickersgill, seconded by Mr. MclIlraith, moved in amendment 
thereto,—That the motion be amended by striking out the words “by this 
House on March 15, 1966” where they appear in the second line thereof 
and by inserting in the motion as the second paragraph the following: 

“That the Committee have leave to sit notwithstanding any adjourn- 
ment of this House;’’. 

And the question being put on the said amendment, it was agreed to. 

After debate on the main motion as amended, it was agreed to.” 


Extract from the Votes and Proceedings of the House of Commons, October 
7, 1966:— 

- By unanimous consent, Mr. Basford, seconded by Mr. Allimand, 
moved,—That the First and Second Reports of the Special Joint Com- 
mittee on Consumer Credit and Cost of Living, presented to the House on 
Friday, April 1 and Thursday, October 6, 1966, be concurred in. 

After debate thereon, the question being put on the said motion, it 
was agreed to. 


Accordingly, the said Reports were concurred in and are as follows: 


FIRST REPORT 


Your Committee recommends that seven (7) of its Members consti- 
tute a quorum, provided that both Houses are represented. 


SECOND REPORT 


Your Committee recommends that the House of Commons section of 
the said Committee be granted leave to sit while the House is sitting. 


LEON-J. RAYMOND, 
Clerk of the House of Commons. 


Extract from the Minutes of the Proceedings of the Senate, September 13, 


1966 :— 
“The Honourable Senator Connolly, P.C., moved, seconded by the 
Honourable Senator Hugessen: 
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That the Senate do agree that the Joint Committee of the Senate and 
House of Commons appointed to enquire into and report upon the 
problems of consumer credit, be instructed also to enquire into and report 
upon the trends in the cost of living in Canada and factors which may 
have contributed to changes in the cost of living in Canada in recent 
months; and 

That a message be sent to the House of Commons to acquaint that 


House accordingly. 


After debate, and— 
The question being put on the motion, it was— 


Resolved in the affirmative.” 
J. F. MacNEILL, 
Clerk of the Senate. 


MINUTES OF PROCEEDINGS 


TUESDAY, November 8th, 1966. 


Pursuant to adjournment and notice the Special Joint Committee on 
Consumer Credit (Prices) met this day at 9.30 a.m. 


Present: For the Senate: The Hon. Senators Carter, Croll (Joint Chairman), 
Hollett, Inman, McGrand and Thorvaldson.—6. 


For the House of Commons: Messrs. Allmand, Basford (Joint Chairman), 
McCutcheon, MacInnis and Smith.—5. 


In attendance: Dr. R. Warren James, Special Assistant; Mr. John J. Urie, 
Q.C., Counsel; Mr. Marcel Joyal, Q.C., Associate Counsel; Mr. J acques 
L’Heureux, C.A., Accountant. 

The following were heard: 
Swift Canadian Company Limited: 
Mr. P. L. Ayers, President. 


Mr. S. L. Medland, General Manager, 
Marketing Services Division. 


Mr. A. H. Beswick, General Processed Meats Manager. 
Mr. W. P. Christian, General Sales Manager. 

Mrs. Greta Elgis, Home Economist. 

Mr. R. E. Swan, General Beef, Lamb & Veal Manager. 


At 1.00 p.m. the Committee adjourned. 
At 3.00 p.m. the Committee resumed. 


Present: For the Senate: The Hon. Senators Carter, Croll (Joint Chairman), 
Hollett, Inman, McGrand and Thorvaldson.—6. 


For the House of Commons: Messrs. Basford (Joint Chairman), Code, 
Horner (Acadia), MacInnis, Scott (Danforth) and Smith.—6. 


In attendance: Dr. R. Warren James, Special Assistant; Mr. John J. Urie, 
Q.C, Counsel; Mr. Marcel Joyal, Q.C., Associate Counsel; Mr. Jacques L’Heureux, 
C.A., Accountant. 


The following was heard: 
Canada Packers Limited: 
Mr. W. F. McLean, President. 
At 6.00 p.m. the Committee adjourned until Thursday next, November 10 at 
9.30 a.m. 


Attest. 
John A. Hinds, 
Assistant Chief, 
Senate Committees Branch. 
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THE SENATE 


SPECIAL JOINT COMMITTEE OF THE SENATE AND 
HOUSE OF COMMONS ON CONSUMER CREDIT 


EVIDENCE 
OTTAWA, Tuesday, November 8, 1966. 


The Special Joint Committee of the Senate and House of Commons on 
Consumer Credit met this day at 9.30 a.m. 


Senator David A. Croll and Mr. Ron Basford, M.P., Co-Chairmen. 


Co-Chairman Mr. BASForRD: Honourable senators and members of the House 
of Commons, the committee will please come to order. 

This morning we have with us the Swift Canadian Co., Limited, represented, 
on my immediate left by Mr. P. L. Ayers, President, and Mr. S. L. Medland, 
General Manager, Marketing Services Division. With them, and behind, is 
Mr. R. E. Swan, General Beef, Lamb and Veal Manager; Mr. A. H. Beswick, 
General Processed Meats Manager; Mr. W. P. Christian, General Sales Man- 
ager; and Mrs. Greta Elgis, known as “Martha Logan,’ Home Economist. 

It is up to you, Mr. Ayers. 


Mr. P. L. Ayers, President of Swift Canadian Co., Limited: Honourable 
Senator Croll and Mr. Basford, honourable senators and members of the House 
of Commons, ladies and gentlemen: I am Paul L. Ayers, President of Swift 
Canadian Co., Limited and I am here at your request. to furnish information 
about our company which pertains to the inquiry which you are conducting into 
the trends in the cost of living in Canada and factors which may have 
contributed to the changes in the cost of living in Canada in recent months. 

I want to assure you that we are here in a spirit of co-operation and that we 
are prepared to assist your committee in its endeavours in every practicable 
way. 
Swift Canadian Co., Limited is a large company which does business in 
all of the market areas from coast to coast in Canada. 

Our various plants and units operate under general policies and directions 
from my office and of necessity have considerable local autonomy. 

We have filed a brief with the committee which sets forth in a concise 
manner corporate information, certain economic aspects of the meat packing 
business, marketing philosophy, particulars of livestock buying, information 
which pertains to the various wholesale cuts of meat and other information 
regarding certain products and activities of this company. 

At this time I would like your permission to show a 26-minute film on the 
marketing of livestock and meat in Canada. We feel that the committee will find 
it very useful in understanding the meat packing business. 

After the film has been shown, Mr. S. L. Medland will read this company’s 
brief. © 

Co-Chairman Mr. BasrorD: Thank you, Mr. Ayers. 

(The film “The Story of Meat in Canada” was then shown to the com- 
mittee. ) 
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Mr. S. L. Medland, General Manager, Marketing Services Division, Swift 
Canadian Co., Limited: Swift Canadian Co., Limited was incorporated by Letter 
Patent under the laws of Canada on December 13, 1902, under the name J. Y. 
Griffin and Company Limited. On January 2, 1911, the name of the company was 
changed from J. Y. Griffin and Company Limited to Swift Canadian Co., Limited. 
The company is a wholly owned subsidiary of Swift & Company, Chicago, 
Illinois. Swift Canadian Co., Limited does not carry on business in Canada 
through subsidiaries and has no voting interest in any other company which is 
actively engaged in business, although it does operate its meat packing plant at 
Calgary, Alberta, under a division or style name, Union Packing Company, a 
poultry processing plant at Burlington, Ontario, under the name Niagara Finest 
Poultry and a small sales unit in Vancouver under the name, Lower Mainland 
Hotel and Restaurant Supply Co. 

The company operates meat packing plants and dairy and poultry plants, 
and has a sales organization designed to serve all Canadian market areas. In 
addition, the company has chick and turkey poult hatcheries, adhesive plants, 
feed mills, an agricultural chemical plant and a chemicals for industry plant. The 
company is participating in the development of a potash mine and plant, which is 
located near Allan, Saskatchewan. The location of each of the foregoing units is 
shown in Appendix A. 

Appendix B sets forth the return on assets employed after tax and the 
return per dollar sales after tax of Swift Canadian Co., Limited for the fiscal 
years 1960-1965 inclusive. The fiscal year of the company ends on the Saturday 
nearest the last day of October in each year. 

In view of the fact that this committee has been appointed to enquire into 
and report upon the trends in the cost of living in Canada and factors which may 
have contributed to changes in the cost of living in Canada in recent months, 
more particularly food, the remainder of this brief will deal primarily with the 
food operations of this company. 


SOME ECONOMIC ASPECTS OF THE MEAT PACKING BUSINESS: 


It is thought that it will be useful to the committee in understanding the 
meat packing business if some of its economic characteristics, which may be 
unique, are considered at this time. The first noteworthy point is that the meat 
packer has no control over the supply of livestock, the major raw material. The 
total supply of livestock is determined by the production and marketing 
decisions of thousands of independent farmers and ranchers. In the short run, 
the supply varies with weather, holidays, or whether a farmer finds it con- 
venient to market livestock on a given day. The Canadian meat packing in- 
dustry has long considered itself to have an obligation to buy and process all 
the livestock that farmers and ranchers bring to market. 

The next important economic characteristic is common to all levels of 
livestock-meat industry in that it deals with a very perishable product. The 
problem begins with the livestock producer. A hog or steer, when ready, must be 
marketed. If not, there will be a decline in feed efficiency and possibly a decline 
in grade, quality or value due to overfinish. Fresh meat must be moved carefully 
and quickly through all marketing levels so that it can be delivered to the 
consumer at the peak of its bloom and flavour. 

In order to bring demand and variable supplies into balance with each other, 
prices of both livestock and meat must be flexible. When prices fall people are 
willing to buy more, and as prices rise, people are willing to buy less. As a result, 
when supplies of livestock and meat are heavy, prices fall, and the whole supply 
is consumed. When supplies are scarce, prices rise and consumers cut back their 
consumption, thus keeping supply and demand in balance. 

A final economic characteristic of the meat packing business which we 
would like to emphasize has to do with cost finding. Most manufacturers can tell 
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the cost to produce a particular item—for example a stove, or a refrigerator. The 
cost of the raw materials, the labour, the overhead, the appropriate share of 
other fixed expenses, etc, are added together to determine the cost per unit. That 
is possible because they assemble the products they produce, either as individual 
units or on an assembly line. The meat packing business is different in that the 
meat packer operates a disassembly line. The farmer “puts the livestock 
together” and the meat packer takes it apart. This gives rise to a joint product 
relationship. 

When pork loins, hams, bellies, etc, are produced, there is no satisfactory 
method, in our opinion, to determine the actual cost of the individual cut. When 
a hog is cut up, it yields two hams, two loins, two bellies and two shoulders, 
regardless of the demand for individual cuts. 

Instead of trying to determine the cost of each individual cut, our company 
does a cutting test from which it calculates what can be realized from the entire 
animal. The company knows from experience and tests how many pounds of 
each cut hogs will yield. The yield of each cut is multiplied by its going market 
price and any credits from the sale of by-products are added to determine the 
total revenue from the animal. The cost of buying, processing and delivering is 
then deducted to determine a net figure or “cut out”. This is used as a guide to 
determine the bidding price for hogs. A similar but less complicated procedure is 
followed to determine the bidding price for cattle. 


MARKETING PHILOSOPHY 


In our opinion, the single most important fact regarding the food industry in 
Canada today is that the consumer does not purchase a product only for the 
nutritional value of the contents of the package, but that she selects and buys a 
bundle consisting of product and related services. These services include such 
things as transportation, storage, display, packaging, advertising, availability, 
convenience, confidence, flavour, prestige and eye appeal. 

Our marketing philosophy is simple. It is to identify consumer wants, and 
organize our corporate resources to fill them—at a profit. The meat packer’s 
immediate customer is the retailer, however, his demand is derived from that of 
the consumer. To be successful, our products and services must fill the needs of 
both the retailer and the consumer. 


Consumers communicate their likes and dislikes through a number of 
channels. The most important of these is their action in the market. Every day is 
election day for the meat packer. Each time the consumer shops she casts her 
vote in favour fo a particular meat packer’s product by purchasing it, or against 
it by rejecting it and leaving it on the shelf or in the meat case. We hope that 
there will be time during the question period for you to take advantage of the 
opportunity to ask our Home Economist, Martha Logan, to tell you some of the 
things Swift does to be sure it provides just the right mix of product and 
services to satisfy the consumer’s wants and win her vote. 


LIVESTOCK BUYING 


Livestock, is, of course, the meat packer’s most important raw material, and 
major cost item. It has been estimated that approximately 79 cents out of the 
meat packer’s sales dollar is paid for the purchase of livestock. We will discuss 
the various procedures and buying methods used by this company in the 
purchase of livestock. 


CATTLE 


Each meat packing plant has a beef department manager. His first responsi- 
bility is to know the market for beef. Taking account of current sales and trends, 
customer’s requirements in the plant territory, what is happening on the sales 
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routes and information from our General Beef Department in Toronto he 
continually revises his estimates of requirements and expected prices. 

The next step is to translate these estimates into terms of live cattle and 
proceed with the buying. Buying instructions are given to the company livestock 
buyer by the Beef Manager in terms of beef in the cooler. For example, the Beef 
Manager may say “I want 100 red 6-650 steers at 48 cents”. This means that the 
buyer is to purchase 100 steers that, when slaughtered, will be graded by the 
Government grader as Canada Choice, weigh in the range of 600-650 lbs. and 
when all expenses for buying and slaughtering, and revenue from sale of 
by-product are taken into account, will cost the company 48 cents per pound of 
beef. 

As you can imagine, livestock buyers must possess great skill. The grade of 
beef is based on age, conformation, finish and quality. Conformation, finish and 
quality are not easy to estimate in the live animal. More difficult still, is 
estimation of the percentage yield of beef. Cattle may yield as little as 42 per 
cent or as much as 65 per cent. A small error in estimation here can cause a wide 
variation in cost. For example, a 1000 lb. steer costing 27 cents, yielding 57 per 
cent, would produce 570 lbs. of beef at a cost of 47.37 cents per pound. However, 
if the same steer had yielded only 56 per cent or 560 Ibs. the cost would be 48.21 
cents, per pound, which is a difference of 84 cents per hundredweight. 

From time to time there has been some criticism to the effect that livestock 
buyers wrongly encourage over finishing of cattle by placing too much emphasis 
on yield, thus not properly reflecting the demand for leaner beef. In Swift 
Canadian Co., Limited we have excellent communication between our buyers 
and beef and sales managers and feel we have this problem well in hand. It is in 
our own interest to do a good job in this area because over fat carcasses require 
expensive trimming and retailers demand a discount. 

The mechanics of cattle buying are fairly simple. You saw sale by auction at 
the Ontario Stockyards in the film. This is the most common method of selling. 
Others include direct selling by the farmer or feeder on his own premises or at 
the plant or buying stations, through dealers located at country points, local 
auction rings or co-operatives. 


HOGS 


Hogs are bought in Ontario, New Brunswick and Nova Scotia through 
marketing boards, and in Manitoba through a marketing commission. In the film 
you saw the marketing process in Ontario. In Prince Edward Island, Saskat- 
chewan, Alberta and British Columbia hogs are sold direct to meat packing 
plants or through buying stations, or by auction at major markets. 

As a result of federal legislation, hogs are bought warm dressed weight, 
head and feet on, leaf lard and kidney in, and paid for on the basis of 
Government grade. | 

As indicated above, the amount which can be bid for hogs is based on the cut 
out, which shows the number of dollars which can be realized from the sale of all 
the pieces or cuts and by-products. 


LAMBS & CALVES 


Lambs and calves are processed by the company only at its Moncton, St. 
Boniface and Edmonton plants. They are bought in a manner similar to cattle, 
except that lambs are often bought from producers co-operatives in the Mari- 
times on sealed bid. The method of determining what the company can bid for 
lambs and calves is similar to that for cattle. 
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PLANT OPERATIONS 


Meat packing operations are not described in this brief. If any members of 
the committee would care to visit Swift’s plants to see these operations, they 
would be nost welcome. 


Most fresh beef is sold in carcass form. 
A very small percentage of pork is sold in carcass form. It is sold either as 


fresh cuts of pork or is further processed by curing, smoking, cooking, etc, and 
sold as hams, bacon, sliced cooked cold meats, etc. 


PORK CUTS 
Would you please refer to page 3 of the booklet “Cuts of Meat’. 
(Booklet entitled “Cuts of Meat” tabled.) 


At the centre of the page you will see that a warm hog carcass of 155 lbs. 
yields approximately 125 lbs. of fresh and cured pork products, 11 lbs. of 
miscellaneous items and by-products, 15 lbs. of fat and lard, and loses about 4 
lbs. of moisture during cooling. 

Please turn to page 5. At the centre of the page we see the wholesale cuts. 
The first cut is the ham. There is one on each side and together they make up 
about 19 per cent of the pork produced by a hog. Next is the loin. The two loins 
make up about 14 of each 100 lbs. of pork carcass. From the loin comes centre cut 
pork chops, probably the nation’s favourite fresh pork cut. But only 5 per cent of 
a side of pork is centre cut pork chops. Besides centre cut pork chops the loin can 
also produce the variety of other retail cuts you see on the left, as well as back 
bacon. 

The side or belly is trimmed, cured and smoked to produce bacon. Few 155 
lbs. carcasses produce more than a total of 19 lbs. of side bacon. 

Also shown are the spareribs—about 44 lbs. per hog. 

The two shoulders from a 155 Ib. hog together weight about 22 lbs. They can 
be cut in a variety of ways. Here a boston butt and a picnic are shown. Each of 
these cuts can be sold fresh, or cured and smoked, bone in or boneless. 


BEEF CUTS 


Please turn to page 8 where you will see an outline of a side of beef. As we 
have indicated, most beef is sold by meat packers in carcass form or is separated 
into front quarters and hind quarters by cutting the carcass between the 
eleventh and twelfth rib as indicated in the diagram. Additional curring is done 
at the meat packing plant for the hotel restaurant and institutional trade and for 
the preparation of boneless beef. 

Wholesale and retail cuts of beef are shown on the next page of the booklet. 


PROTEN BEEF 


ProTen is a registered trade mark which is owned by Swift Canadian Co., 
Limited and which is used in association with beef which has been pretendered 
under the company’s patented process. The process is available for licence and is 
currently being used by two other meat packers in Canada. 


PROCESSED MEATS 


Another major area of the meat packing business is the processed meats 
operation. The processed meats division is responsible for the production of 
bacon, hams, domestic sausage, (which includes frankfurters, bologna, sliced 
cooked cold meats, etc.) and all other meat items which may be cooked, cured or 
smoked. 

I would like to depart for the moment from the body of the brief and return 
to it later, because the company feels that you should have some explanation of 
the appendix, which is a little complicated in spots. Would you please turn to the 
appendix and then I will come back to the body of the brief afterwards. 
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Appendix “A” shows the location and type of each Swift Canadian Co., 
Limited unit in Canada. You will notice that we have meat packing plants, sales 
units, dairy and poultry plants, a feed mill, hatcheries, a potash mine, grocery 
sales units, an adhesive plant, a chemicals for industry plant and an agricultural 
chemical plant. 

Would you please turn to Appendix “B’”. Appendix “B” sets forth the 
financial information on Swift Canadian Co., Limited, showing the years 1960 to 
1965 inclusive. We show net sales as 100 per cent at the top of each column, and 
then each of the other items is shown as a percentage of that total, showing 
livestock and raw materials, wages, salaries and employee benefits, freight on 
sales, supplies, other expenses, income and other taxes, and, finally, profit, as a 
percentage of net sales. 

One step further down in the same table we show return on assets employed 
as a percentage for each year 1960 to 1965 inclusive, and, similarly, the number 
of employees for each of those years. 

Further down in the table we have the heading Toronto Meat Packing 
Plant-Base Labour Rates. We show those figures for each year 1960 to 1968 
inclusive for each of male and female, and we have indexed each of those series. 

Would you please turn to Appendix ‘“B-1’. Here we set forth our advertising 
and promotion expenditures for food products only, in the years 1962 to 1965 
inclusive, showing the advertising cost per hundredweight, the promotion cost 
per hundredweight, the advertising and promotion costs per hundredweight 
combined, the advertising cost per dollar sales, the promotion cost per dollar 
sales, and the advertising and promotion costs per dollar sales combined. 

Would you please turn to Appendix ‘‘C’’. Appendix ‘“‘C” consists of three 
pages. It refers to Toronto Choice Steers in the years 1965-66. The first column 
refers to week ending; the date shown is the date on the end of each of those 
weeks, as specified. The second column C.D.A. Live Choice Steers is the 
Department of Agriculture reported price on choice steers at Toronto as reported 
in the Weekly Livestock and Trade Report known in the industry as the Blue 
Book. 

The second column shows Swift’s average selling price of choice carcasses 
delivered store door to chain stores in Toronto. The third, fourth and fifth 
columns again go back to the Blue Book, the Canada Department of Agriculture 
reported Toronto prices on choice beef carcasses, showing the low and the high 
and the average for the week. 

Would you please turn to Appendix “D-1.” This appendix consists of two 
pages. It shows Swift Fresh Pork Selling Prices Delivered Chain Stores at 
Toronto, for the period, week ending, November 7, 1964, to October 29, 1966. 
Column one again specifies the dates by week ending. Column two shows the 
price of fresh loins in cents per pound. Column three shows the price of New 
York shoulders in cents per pound, and the other three columns are a continua- 
tion of the table, and I have been asked to mention that you read these two pages 
as if one were held above the other. The columns run down onto the second page. 

Would you please turn to Appendix “E.” Appendix “E” consists of three 
pages. It shows the relation of hog prices to certain wholesale pork cut prices and 
processed pork selling prices for the period November 1964 to October 1966, 
Toronto area, store door, chains. 

Again the first column shows the week ending. The second column refers to 
the Ontario Hog Producers Marketing Board Weekly Grade A Average Reported 
Price. Column three shows Green Bellies 8/12. This means fresh or frozen 
unprocessed bellies which weigh within the weight range of 8 to 12 pounds. 
Column four refers to Swift’s Premium Sliced Bacon and shows Swift’s selling 
price in cents per pound. Column five shows Swift’s selling price in cents per 
pound for green hams, that is, unprocessed fresh or frozen hams. The “16 DN” 
refers to the weight average of those hams as being 16 pounds each and down. 
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The next column, where it says “F.C.PT. SKND Hams”, means fully cooked, 
partly skinned hams, and it shows Swift’s selling price in cents per pound. 

The next column is green picnics hockless. The green again refers to 
unprocessed fresh or frozen picnics hockless. The hocks have been removed, in 
other words. 

The next column is smoked hockless picnics. The next column after that is 
green Boston butts, and is again referring to fresh or frozen Boston butts. 

The next column is sweet pickled “Cryovac” cottage rolls. 

Now, returning to the body of the brief on page 10, we sincerely hope that 
the contribution of Swift Canadian Co., Limited will assist the committee in 
achieving an understanding of the meat packing industry and that the data 
provided will be useful in the enquiry and report upon the trends in the cost of 
living in Canada. 

Now, Mr. Chairman, in view of the great interest in bacon prices that has 
been evidenced recently, the company wishes to make a supplementary state- 
ment on bacon, and, if we might have your permission to forego questioning at 
this time, we would like to have Mr. Beswick make this supplementary 
statement on bacon. 


Co-Chairman Mr. Basrorp: Go ahead, Mr. Beswick. 


Mr. A. H. Beswick, General Processed Meats Manager, Swift Canadian Co., 
Limited, Toronto: Thank you, Mr. Chairman, I am Alan H. Beswick, General 
Processed Meats Manager, Swift Canadian Co., Limited, Toronto. Swift Canadian 
Co., Limited estimates the company’s average profit per pound of sliced bacon 
before taxes during the first 11 months of our fiscal year of 1966, at .62 cents per 
pound, or approximately 6/10 of one cent per pound. 

This compares to an estimated .99 cents per pound of sliced bacon before 
taxes during the fiscal year of 1965, or approximately one cent per pound. 
Separate monthly results in 1966 have ranged from a loss of several cents per 
pound to a profit high of 4.9 cents per pound. 

Considerable concern has been expressed over the apparent lack of correla- 
tion between selling prices of sliced bacon and hog prices. It is a recognized fact 
in the meat industry that hogs, bellies, and sliced bacon are three different 
commodities and products, each subject to different price pressures. 

In a broad sense, the price paid for hogs is a reflection of the realization 
values of all the parts of the hog. Each of these parts is subject to different 
supply and demand influences and, therefore, price conditions. The price of hogs 
is also affected by the fact, as mentioned in our brief, that the packing industry 
will clear these hogs from the market at some price. 

The price of hogs is also more closely related to the demand for those cuts 
which are generally sold in the fresh form—specifically pork loins and shoulders. 

The factors influencing the belly market are much different and a partial list 
would include: 


1. The price level of the belly market in the United States. 

2. The price level of the belly market in Canada. 

3. The supply of fresh grun bellies from the current hog slaughter in 
Canada. 

4. Inventory of frozen bellies in the United States. 

5. Inventory of frozen bellies in Canada. 

6. The current demand for sliced bacon and the available capacity to 
meet this demand. 

7. Anticipated belly markets in the short-run future. 


All of these supply and demand factors apply specifically to the belly cut 
and not the whole hog carcass as such. 
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In the two-year period shown in Exhibit “‘E” of our company’s brief, bellies 
have been within two cents per pound of the hog market and as far away as 
almost 24 cents per pound over the hog market. 

In November 1964 bellies were within two cents of the hog market. It is our 
opinion that this close price relationship was the result of fresh bellies being 
produced from the then current cut in excess of the demand for bellies. 

In actual fact the combined excess fresh production in the U.S.A. and 
Canada in November 1964 was 21.8 million pounds. In other words, 21.8 million 
pounds surplus fresh bellies were produced in November 1964 and went into U.S. 
and Canadian freezers. 

Moving to August 1966, the spread between bellies and hog prices was at its 
highest—being almost 24 cents per pound. It is our opinion that this price 
condition was the result of the demand for bellies being considerably in excess of 
the available supply of fresh bellies being produced from the then current hog 
slaughter in a period of low freezer inventories of bellies in the U.S.A. and 
Canada. In other words, the conditions of supply and demand in August 1966 
were the complete reversal of the conditions of November 1964. 

In actual fact all the fresh bellies in Canada and the U.S. in August were put 
into consumption plus a total of 14.4 million pounds of bellies out of freezer 
storage in both countries. In other words, there were simply not enough bellies 
on the hogs marketed during August to satisfy the demand for bellies, making it 
necessary to draw on already low freezer inventories. 

It is apparent, therefore, that bellies and hogs are subject to different 
demand and supply conditions and do not move in direct relation to each other. 

Going still further, sliced bacon is subject to a still different series of supply 
and demand factors. A partial list of these would be: 


1. Inelasticity of demand for sliced bacon with sweeping price 
variations brought about by a varying supply. 


2. Capacity to produce sliced bacon. 
3. Cost to produce sliced bacon. 


4. Market situation on sliced bacon as expressed by a buyer’s 
acceptance or non-acceptance of the price offered. 


In conclusion, we contend that it is erroneous to attempt to make compari- 
sons between price schedules of any product which is only a portion of the total 
purchased livestock raw material and which reaches Mrs. Consumer in such a 
dramatically different form as in the case of sliced bacon. 


Co-Chairman Mr. BASFoRD: We will now start the question period. Mr. 
Joyal. 


Mr. JoYAL: Mr. Ayers, may I refer you to Appendix “B”. For the percentage 


figures given in this appendix, would you provide the committee with actual 
dollar figures? 


Mr. AYERS: I do not have those figures with me. 
Mr. JOYAL: Could you file them? : 
Mr. AYERS: Yes, I will. 


Mr. Joya: That is for Appendix ‘“B’’, and this will cover the period from 
1960 to 1965? 


Mr. AYERS: The same period of time. 


Mr. JOYAL: Now I take it that you have—and this will include not only the 
profit and loss figures of these years, but also the balance sheets? 

Mr. AYERS: Yes. 

Mr. JOYAL: Would you also be able to provide an Appendix “B-1” showing a 
breakdown in dollar totals of your advertising cost promotion? 

Mr. AYERS: I would prefer not to do that, but if you request it— 
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Mr. JoyAL: We have obtained this information from your competitors, so I 
think it would be only fair. 

Mr. AYERS: We do not publish these, but we are prepared to co-operate. 

Mr. JoYAL: Now in Appendix “B” are the figures disclosed there inclusive of 
all your sales from all operations? 

Mr. AYERS: This refers to sale of food products only. 

Mr. JOYAL: It does not include your potash mine? 

Mr. AYERS: No. 

Mr. JoOYAL: Does it include chemicals or feed? 

Mr. Ayers: No, just food products only. You are talking about Appendix 
“B”, and that includes our entire sales figure. Now our potash mine figure will 
not be in there because we are not operating. We are in process of building the 
mine, but it includes everything we do in the company. 

Mr. JoYA.L: In this production you speak of, the total sales figure is directly 
related to either products or by-products from meat packing, dairy and food? 

Mr. AYERS: That’s right. 

Senator THORVALDSON: May I ask at this time the percentage of volume of 
total products other than the meat. It might be helpful in this line of questioning. 

Mr. AYERS: Well, I haven’t got that figure at the tip of my tongue, but I 
could perhaps estimate what the volume of meat products would be—in the 
neighbourhood of 75 per cent. I would not want to say that that is exact, but it is 
in that area. 

Mr. JoyaAL: Now the next question is with regard to your selling expenses. It 
is difficult to find out what would be the percentage of selling expenses from 
Appendix ‘“B”. But when your salesmen sell to chain stores, do you have any 
policy with regard to volume discounts? 

Mr. AYERS: We have volume discounts with chain stores. 

Mr. JOYAL: Do you have any policies with regards display space? 

Mr. AYERS: Yes. 

Mr. JOYAL: Do you ever pay for display space? 

Mr. AYERS: Yes, we do; end aisle displays fit into that kind. 

Mr. JOYAL: On your display space, is there any contractual arrangement 
with your retailer for this particular purpose? 

Mr. AYERS: I have Mr. Christian with me this morning. Would you mind if I 
call on Mr. Christian? He is our General Sales Manager, and I would like to have 
him participate in this area. 

Mr. JOYAL: Yes, by all means. 

Mr. AYERS: Would you rephrase the question, please, for Mr, Christian? 

Mr. JoYyAL: What have you paid during the last fiscal period for display 
space in retail stores? 


Mr. W. P. Christian, General Sales Manager, Swift Canadian Co., Limited: I 
do not have a record of any individual or total payments of this nature. We do 
participate in what we term a twice-a-year plan which is available to anyone 
wishing to participate across Canada. That is on a basis whereby we have a 
scheduled arrangement whereby, if certain volume figures are attained and 
certain other services are performed, we will participate in the promotion. 

Mr. JOYAL: Would this include co-operative advertising? 

Mr. CHRISTIAN: Yes, it would. 

Mr. JOYAL: Do you have figures on that? 
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Mr. CHRISTIAN: No, I do not have them with me. It is all included in this 
figure we show in the appendix. 

Mr. JOYAL: How is this paid? Is this paid by you in cash to the retailer? 

Mr. CHRISTIAN: Yes—and by cheque. 

Mr. JoyaAu: In other words, your invoice to the chain store would be the 
price you are offering your particular meat at? 

Mr. CHRISTIAN: Yes, that is correct. 

Mr. Joya: And any other arrangements with regards discounts or display 
space would be reflected in another transaction? 

Mr. CHRISTIAN: Yes, but I would like to make one point clear. You used the 
term “‘chain store.” This plan is available to anybody in the retail field. 

Mr. JOYAL: Is there a form of contract you have with these retailers for this 
purpose? 

Mr. CHRISTIAN: Yes, it is a contract of a type; it is not a signed contract as 
such. 

Mr. JoYAL: Could you provide us with a proforma contract? 

Mr. CHRISTIAN: Yes. I do not have one with me, but I can certainly provide 
one for you. 

Mr. JoyaAu: These negotiations with the retailer, are they conducted by your 
salesmen on the road? 


Mr. CHRISTIAN: Negotiations take place at all levels, really, depending on the 
nature and type of the product basically. The regular route salesman does do 
some negotiating on the road, but only in so far as quantities and quantity 
discounts are concerned. They have a firm price list and are not allowed to 
deviate from the price list except as quantities will allow. 

Mr. Joya: If you have no breakdown figures for all these many arrange- 
ments you have with retailers, would you have in dollars the cost in your last 
fiscal period to you for these promotional endeavours? 

Mr. CHRISTIAN: This is Appendix “B-1”, for 1962, 1963, 1964 and 1965, 
indicating the total per hundredweight. 


Mr. JOYAL: Yes, per hundredweight. 

Mr. CHRISTIAN: Yes. 

Mr. JOYAL: But because we have not very much information in dollars under 
Appendix “B’’, we cannot get a true picture under Appendix “B-1”’. 

Mr. AYERS: When we file our information on Appendix ‘“B” that will give 
you the picture on Appendix “‘B-1’’. 

Mr. JOYAL: I see. 

Mr. AYERS: It will tie in with that appendix. 

Mr. JOYAL: Could those figures be broken down in terms of what we would 
call national advertising, which I understand you engage in, and figures for other 
promotions? . 

Mr. CHRISTIAN: Again, Appendix “B-1” will do that for you. 


Mr. JOYAL: Between the advertising costs per hundredweight and the 
promotional costs per hundredweight? 


Mr. CHRISTIAN: Yes, right. 


Mr. JoYAL: When your salesmen are dealing with retailers with regards floor 
space, and so on, what happens if the retailer refuses to co-operate? © 


Mr. CHRISTIAN: There is a little misunderstanding in the area of buying floor 
space. This is not really done as a specific thing. What generally transpires is that 
we solicit a store-wide sale of a given account or a given chain, and we get 
together with the people involved and sit at a table or across a counter and 
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determine what we would like done for that particular sale. We do not 
specifically buy footage of display space. 

Mr. JoYAL: No, I appreciate that. But are you not at the mercy, sometimes, 
of the retailer in those circumstances? 

Mr. CHRISTIAN: I think rather we are the agressor, sir. We are looking for 


more and more help from all retailers to move more of our product into retail 
transactions. 


Mr. JOYAL: Which party to the transaction is going finally to determine what 
price is going to be paid, or what discount you are going to allow, or what 
kick-backs are going to be given? 

Mr. CHRISTIAN: To answer the last part of your question first, the “kick- 
backs,” as you call them, are in direct relation to the pre-printed program we 
have available, so there is no negotiation on this. 

Mr. JOYAL: And it is part of the proforma contract you are going to file with 
us? 

Mr. CHRISTIAN: Right. 

Mr. JOYAL: You answered one part of my question. What about the others? 

Mr. CHRISTIAN: I have lost the others. I suppose I am under a little pressure 
here. 

Mr. Joya: The question was, I think, based on when you are negotiating 
with the retailer, as to whether this contract—I suppose, now you have referred 
to it—refers to volume discounts, refers to display space and would refer even to 
co-operative advertising. Is it a package deal or are they separate? 

Mr. CHRISTIAN: It is a package deal. 

Mr. Joya: And it includes all of the promotional elements in trying to sell 
your product? 

Mr. CHRISTIAN: Yes. 

Mr. JoYAL: And will be reflected in that contract? 

Mr. CHRISTIAN: Reflected in a general way, we do not detail it exactly. 

Mr. JoyAL: If the retailer does not like your form of contract, is your 
salesman authorized to amend it in the retailer’s favour? 

Mr. CHRISTIAN: No, he does not have this prerogative. 

Mr. JoyAL: How much percentage of your sales—let us say in the 75 per cent 
of your products which are meat products—how much of this is export business? 

Mr. CHRISTIAN: I do not know that. 

Mr. AYERS: It would be a very small percentage. We do not have that 
percentage with us, but it would be very small on the meat product end. 

Mr. JoYAL: Do you export anything to the United States in terms of, say, 
bacon? 

Mr. AYERS: We export hams, heavy hams usually not used in Canada, and 
that market is primarily in New York, so the bulk of heavy hams produced in 
Canada are exported to New York. 

Mr. JOYAL: What about bacon? 


Mr. AYERS: A very small percentage of bellies move on to the west coast 
from Canada, but a negligible amount. 


Mr. JoYAuL: Referring to what Mr. Beswick said in his statement, would the 
export of bacon, for example, to the United States sort of make even more 
difficult the problem of the supply of bacon for Canadian consumption? Mr. 
Beswick perhaps could answer that. 


Mr. BrESwicK: We made no reference to the export of bacon in our 
presentation and, generally speaking, the Canadian-U.S. belly relationship is one 
25155—2 


1054 JOINT COMMITTEE 


where Canada is on the import basis rather than export. The reference Mr. Ayers 
made to export of bacon is in a very small proportion to the United States out of 
western Canada. And how much is involved in freight and movement from here 
to there and there to here, the net proportion would be small to the United 
States. 

Mr. Joya: Does your parent company in the United States engage in 
advertising of your particular brands of meats and prepared foods? 

Mr. AYERS: Yes. 

Mr. JoyAL: Do they advertise here in Canada—and this would include, of 
course, advertising expense which might not be found in Appendix “B-1”? 

Mr. AYERS: Correct. They advertise in Canada because magazines flow over 
to Canada, television programs flow into Canada; but they do not advertise as a 
corporation from the United States in Canada, as such. 

Mr. JOYAL: But they do try to create in Canada the image of Swift? 

Mr. AYERS: No, that is our job. 

Mr. JOYAL: That is your job? 

Mr. AYERS: Yes. 

Mr. JoYAL: In other words, you run your own advertising? 

Mr. AYERS: That is right. 

Mr. JOYAL: And it is directed to the Canadian market— 

Mr. AYERS: Yes. 

Mr. JoyAL: —in Canadian periodicals, newspapers, et cetera? 

Mr. AYERS: That is right. 


Mr. Joyau: Do you realize how valuable would be the spill-over of 
American advertising of Swift? 


Mr. AYERS: No, we never have. We just take that as added help. 

Mr. Joyau: Now, Mr. Ayers, I have one final question. Would you give us 
your opinion as to why there is this trend of increase in the prices of consumer 
products and in food commodities, and especially over the last fifteen months. 
We have heard from others—and I am sure you are familiar with all the 
evidence that has been presented to this committee—that there have been no 
fairly stable profit figures. Most of the retailers, wholesalers and processors who 
have appeared before this committee have not shown any stable profit figures, 
and yet the prices have been going up at tremendous rates. You are a2 man who 
has been in this business for a long time, and perhaps you have your own 
opinion. 

Mr. AyERS: The cost of living generally is going up in every area and not 
only in food. In whatever area you want to look at you will find that the cost of 
living is rising, and certainly one factor is the cost of labour. That is one factor. 

Mr. JOYAL: But not as far as you are concerned. 

Mr, AYERS: Yes, our labour rates are continually going up. 

Mr. JoyaAL: They have gone up from a figure of 11.9 per cent of sales to 12.7 
per cent of sales, but we are now talking about an increase in the price of food of 
about 18 per cent. 

Mr. AYERS: From the bottom of Appendix “B” you will get an idea of how 
fast labour rates have advanced. This is a direct cost in the handling of our 
products. 

Mr. JOYAL: But, as a percentage of sales they have only gone up from 11.9 to 
De Ey fs 

Co-Chairman Mr. Basrorp: Excuse me, Mr. Joyal, they have gone down. 

Mr. JoYAL: They have gone down; I am sorry. 


4 


CONSUMER CREDIT 1055 


Mr. Ayers: That figure there will vary as a percentage of the increase in 
our sales. I think you will see that, when we publish this figure you have asked 
for. Overall, everything, in my mind, is on the way up because demand is 
exceeding supply in many instances. Everybody is working, and there is plenty 
of money in the country. The economy is buoyant, and this has caused sharp 
increases in the cost of living all the way across the board. 

Mr. JOYAL: It is not just the cost of labour which is involved in delivering 
the food to the shelves that has caused the price of food to go up so much? It is 
because people have more money to spend— 

Mr. AYERS: That is just part of it. You have the cost of labour, the cost of 
supplies, the cost of practically everything you cant put your finger on is on the 
way up. This, in turn, increases the cost of food, or of any other product. The 
demand for products today, as you know, is real good, in respect of practically all 
products across this country of ours. 

Mr. JoYAL: But the information given to us by DBS at previous hearings 
indicates a growing spread between what would be the general rise in the 
consumer price index across the country and the rise in the index in respect of 
food. We are talking of food now. I am just wondering if you have any 
explanation as to why there should be this growing spread between the rise in 
the price of commodities generally and the rise in the price of food. Why has 
there been this greater rise in the price of food? 

Mr. AYERS: That is a pretty hard question to answer sitting here, because 
there are so many factors involved in this area. 

Mr. JOYAL: In other words, you do not know? 

Mr. AYERS: Not specifically why this is happening at this particular time, 
and in this particular way. 

Mr. ALLMAND: Mr. Ayers, does your company own any farms or ranches? 

Mr. AYERS: We do not own any farms or ranches. 

Mr. ALLMAND: Do you have agreements with any farms or ranches to supply 
you cattle or hogs over a long period. 

Mr. AYERS: No, we do not. 

Mr. ALLMAND: So, when you buy, you buy on the open market. 

Mr. AYERS: Yes. 

Mr. ALLMAND: You buy your hogs or cattle from week to week, or from 
month to month? 

Mr. AYERS: We buy on the open market generally across Canada. We do 
have a few cattle on feed in western Canada, which we started just a couple of 
weeks ago. It is just a handful in respect of which we have farmers custom feed 
for us. We own the cattle and they are custom feeding the cattle. We also have an 
arrangement down in Prince Edward Island whereby we put weaner pigs—I 
presume you are talking about cattle and hogs? 

Mr. ALLMAND: Yes. 

Mr. AYERS: We put these weaner pigs out on these farms, and we supply the 
weaner pigs, and the farmer feeds those weaner pigs. When they are ready we 
get the pigs back and we pay him for the cost of feeding them and the cost of 
carrying them. 

Mr. ALLMAND: On page 2 of your brief you say: 

The first noteworthy point is that the meat packer has no control over 
the supply of livestock, the major material. 


Mr. AYERS: We really do not. 
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Mr. ALLMAND: It seems to me that a person in business like yourself would 
try to effect some control over supply. I am wondering if you have taken any 
steps towards trying to control supply more than you have? 

Mr. AYERS: No, we have not. 

Mr. ALLMAND: Have you ever considered this? 

Mr. AYERS: No, sir. 

Mrs. MAcINNIS: Could I ask a supplementary question, Mr. Chairman? 

Co-Chairman Mr. BASForpD: Yes. 

Mrs. MacInnis: That has been done in connection with chick and turkey 
poult hatcheries. If you have done it in that connection why have you not done it 
in respect to meat? 

Mr. AYERS: Because up to this time we have felt it is not necessary. 

Mrs. MacInnis: Would it ever be considered desirable, as it is with the chick 
and turkey poult hatcheries, to have the company own cattle on the ranches as 
well? 

Mr. AYERS: We have not given that one bit of consideration. 

Mr. ALLMAND: Is that because— 

Mr. AYERS: We feel that there is a sufficient supply coming along to run our 
business in the way we are operating it. There is one further point; in Ontario, 
for example, that sort of thing is prohibited by the Ontario Hog Marketing 
Board, anyway. 

Mr. ALLMAND: The fact that there is a prohibition against the packer owning 
the farms— 

Mr. Ayers: If you own the hogs on a farm you cannot have those hogs 
delivered to you direct. They have got to go through the Ontario Marketing 
Board, and sold on the teletype to anyone who wants to buy them. 

Mr. ALLMAND: You say that your prices are affected by supply and demand, 
which is a basic economic law, and you say that prices go up because supply gets 
short from time to time, and that this is beyond your control. 

Mr. AYERS: That is right. 

Mr. ALLMAND: I am wondering why, if that is the case, there is such a 
variation in supply. This is a presumption I am making. I am wondering why the 
packers would not try to obtain a greater control of supply so that they would be 
able to guarantee, to the limit of their ability, a greater supply to the retailers. 

Mr. AYERS: There is a tremendous investment involved in a deal like that, 
plus the ability to have proper management of those farms. We have been able to 
run our business without that sort of thing. . 

Mr. ALLMAND: Do you know if this is done in the United States or Australia 
where they have a large meat industry? 

Mr. AYERS: Frankly, I do not know. 

Mr. SMITH: May I ask a supplementary, Mr. Chairman? 

Co-Chairman Mr. BASForD: Yes. 

Mr. SMITH: You are talking about the prohibition with respect to the 
Ontario Hog Marketing Board, but there is no prohibition against your financing 
pig farmers to grow pigs on contract with you supplying the feed and the small 
pigs, and then having them marketed? It is only a requirement to market the 
pigs through the Marketing Board. It is not a prohibition against your financing 
such an operation? 

Mr. AYERS: That is right, but you cannot guarantee that those hogs will 
come back to you. 

Mr. ALLMAND: In any event, you do not have any of these agreements with 
producers? 
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Mr. AYERS: Which kind of producers? 

Mr. ALLMAND: I asked you if you had any agreements with producers to 
supply you hogs or cattle over, say, a period of one year or two years, and you 
supplying them with financing and things like that. Do you have any agreement 
like that? 

Mr. AYERS: We have that weaner pig deal in Prince Edward Island. 

Mr. ALLMAND: But that is on a small scale, from what I understand? 

Mr. AYERS: Very, very small. 


Mr. SMITH: What is the trade name of your pig feed that you market, and 
also your chicken feed? 


Mr. AYERS: Swift’s Feed. 

Mr. SMITH: Swift’s do have contracts with farmers with respect to financing 
the purchase of feed, do they not? 

Mr. AYERS: Yes, right. 


Mr. SMITH: But the only thing they do not control necessarily is the 
product’s coming back to them? 


Mr. AYERS: That is right. 


Mr. SMITH: On such a deal presumably you make your profit out of the sale 
of the pig feed? 


Mr. AYERs: The feed, that is right. 


Mr. ALLMAND: On the other side, from what I understand from your brief, 
you market your products throughout Canada from coast to coast. I am 
wondering if you have any agreements or contracts with retailers that they will 
take so much of your supply. Do you have any guaranteed markets in the sense 
that you have set up contracts with these retail outlets? 

Mr. AYERS: Not to my knowledge. Is there anything Mr. Christian that I do 
not know about? 

Mr. CHRISTIAN: No, absolutely none, none of any kind. 


Mr. ALLMAND: In other words you do not try to make arrangements with 
one supermarket chain or another that they will take so much of your products 
for a certain year or a period of years. It appears from your film that you have to 
sell from week to week and month to month to these different chains? 


Mr. CHRISTIAN: And from day to day. 


Mr. ALLMAND: How do you decide then on the mark-up of the different 
products that you seel to these people? Do they phone you up and say, “We want 
to buy so many cuts of this and what is your price?” And then do you say, ‘“‘This 
is our price,” and this is the fixed price you have decided upon; or is there always 
bargaiinng on price? 

Mr. CHRISTIAN: Pricing a product to any retailer is not an exact science. 
There is not any way in which you can determine price of a product. So many 
factors enter into what you are going to ask for your product. We are dealing 
first primarily with a perishable commodity, which simply means something that 
must move and move quickly, so the process has to include very many factors 
and it has to include what happened last week or yesterday. Is the product 
moving freely, or is it backing up in the cooler? Are anticipated supplies heavy 
or are they light? What kind of returns are you getting back from the field? Was 
there a weaker market. Was there a bad storm over the weekend and retailers 
did not move the product across the counter. You cannot pin down to one thing 
what caused us to make the decision to sell it at a given price. 


Mr. ALLMAND: The price you initially put forward to the retailers, is this a 
price that is set in Toronto or is it set by your sales districts throughout Canada, 
depending on local conditions? 
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Mr. CHRISTIAN: Our sales unit managers, and we have them across the 
country, have this individual responsibility to determine the market in each sales 
unit manager’s area. 

Mr. ALLMAND: Is there much bargaining in fact? For instance, do retailers in 
Ontario say, “I want to buy so many cuts of ham?’ And you say, “This is our 
price,” and he replies, ‘““No, thank you, I think I will go somewhere else.”’ Has this 
happened? 

Mr. CHRISTIAN : Yes it does happen, but it happens in the way I explained 
earlier. It could be that we make an offer and the retailer will say that our price 
is too high. Now, we may elect to stand with our price and say, “That is too bad, 
if it is too high, we are sorry we cannot do anything about it.”” On the other hand, 
if the pipelines across the country indicate that the market is not as strong as we 
thought, we may go back and say we have reconsidered and would like to take 
half or a quarter off that offer. 


Mr. ALLMAND: I presume therefore that your bargaining position depends on 
the conditions within your plant, let us say how much you have on supply and 
the information you have vis-a-vis what the retailer has. 


Mr. CHRISTIAN: I do not completely understand your question. 


Mr. ALLMAND: In other words, if the retailer knows you have a back supply 
he can force you to come down in price, because he knows you are going to 
supply at a loss if you don’t get rid of it. 

Mr. CHRISTIAN: This is possible with a product that is deteriorating almost 
now, but in a product that is being marketed over a wide area that is not the 
case. 


Mr. ALLMAND: Do you offer to take losses on products because you cannot 
ship them at a price you want? 


Mr. CHRISTIAN: Losses are not uncommon in the meat packing industry. 


Mr. ALLMAND: Do you have a lot of men working for your company who are 
continually comparing prices with your competitors and checking with the 
turnover of your products in the retail outlets so that you know what is going 
on? 

Mr. CHRISTIAN: To say that I know personally what is going on across 
Canada would be an over statement. 


Mr. ALLMAND: But the men who set the prices, the divisional or district 
managers, do they have this information, do they have to have this playback? 


Mr. CHRISTIAN: There is a feed back, yes, but it takes place in the market 
place. When you go in and take an order, if you have a quantity of a product on 
its way and go into store “A” and you were turned down, supposing your price 
was too high, and also in store “B” the price was too high, then if you wait for a 
period of time, that particular individual has to feed that information back to the 
manager, and if the manager has that same information coming back from a 
number of sources he may decide to reduce his price. 

Mr. ALLMAND: Do you try to start off with a percentage mark-up on 
different products? 

Mr. CHRISTIAN: No. We do know that we have a responsibility to return the 
greatest number of dollars we can, but we don’t start with a percentage 
mark-up, no. 

Mr. ALLMAND: If you have the responsibility of returning the greatest 
number of dollars you can, if your supply is short, you will raise your price 
higher, if you know there is going to be a heavy demand, such as at Eastertime 
when hams are in heavy demand, prices will go up—you will set a higher price. 


Mr. CHRISTIAN: I wish it would go up, but they don’t follow that kind of 
way. Our company, and every other company in the meat business, as the result 
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of anticipated demand builds up for that period of time and has supplies to take 


care of that demand at the time, that is, as a rule, because there are variations, of 
course. 


Mr. ALLMAND: In selling to retailers how would you describe the competi- 
tion, is it stiff competition? 

Mr, CHRISTIAN: I would think, generally speaking, that would be correct, but 
it varies somewhat across the country, varies somewhat according to the supply, 
varies from area to area. 


Mr. ALLMAND: Is it more competitive in Ontario and Quebec than in the 
Maritimes and the west? 

Mr. CHRISTIAN: No. I would think that you would find pockets or areas of 
difference according to the individual market area. 


Mr. ALLMAND: Were do you stand as to percentage of the market which you 
hold throughout Canada? What is you position as a meat packer? 


Mr. CHRISTIAN: I don’t have any exact information on this particular aspect. 

Mr. ALLMAND: You do not know where you stand in volume of sales with 
respect to your competitors? 

Mr. CHRISTIAN: When you say competitor, it is a most difficult thing. We are 
not in competition with just one or two but sometimes with as many as twenty 
or thirty, and from market area to market area. So that we may be in the 
position of No. 1 in one area and No. 10 in another area. 

Mr. ALLMAND: From the examinations of people in this business who have 
already appeared before us, it seems that there are few very big packers in 
Canada, but you say that you have twentr or thirty competitors. Are there many 
big ones with economies on the scale of yours and of the bigger ones that have 
appeared before us? 

Mr. CHRISTIAN: Big or bigger in a given area. 

Mr. ALLMAND: You are saying that some may be small Canadawise but may 
be big in another area? 


Mr. CHRISTIAN: Right. 

Co-Chairman Senator CROLL: Mr. Urie? 

Mr. UrRIE: I think it would be helpful, Mr. Chairman, if we could get some 
general terms for comparative purposes. For example, is it true to say that there 
is a “big four” in the Canadian meat packing business: yourself, Canada Packers, 
Burns, and Inter-Continental? 

Mr. AYERS: I would say that is close to it. 

Mr. URIE: Yesterday we had the total net sales of the Burns Company, and 
this afternoon we shall have the total net sales of Canada Packers in dollars. You 
have given us percentages. What are your total net sales for 1963-1964 and 1965, 
in round figures? 

Mr. AYERS: I do not have them with me. 

Mr. URIE: But you have them in your head. 

Mr. AYERS: No, I haven’t any idea, with all the figures I hold in my head. 

Mr. URIE: Can you not give us your gross sales in one year? 

Senator THORVALDSON: I think, Mr. Chairman, in all fairness to other packers 
which are Canadian companies in Canada, we should have the same sales figures 
from everyone. It would be appreciated if I might ask a question from Mr. Ayers 
now on that point. I take it that you do not publish a financial statement which 
becomes published in Canada, do you? 

Mr. AYERS: No, we do not. 

Senator THORVALDSON: You are a wholly owned subsidiary of Swift’s of 
Chicago. Consequently, you do not publish your figures as to sales. Is it not fair 


1060 JOINT COMMITTEE 


to ask you if you are the leader in Canada in sales? Someone must know that. 
You have the figures of Canada Packers who, I assume, are either the leaders or 
second. Surely it ought to be fair to ask you if you are the leader. 

Mr. Chairman, I submit, secondly, that it is only appropriate that we should 
have the sales figures of everybody. Also, there is a problem in regard to these 
figures, that only about 75 per cent of the volume of this company is in meat 
products. Consequently, sometimes I have wondered ‘how they can be as finally 
accurate as the figures of other companies who issue published financial state- 
ments. 

I have some questions along that line later on, but I think it appropriate to 
refer to these points now. 

Co-Chairman Mr. BasrorpD: Senator Thorvaldson, I think your remarks are 
in line with the decision the committee made three weeks ago. 

Senator THORVALDSON: I thought so. 

Co-Chairman Mr. BaAsrorD: The present witnesses have undertaken to 
supply those figures. 

There is also of course the problem of analysis of those figures when their 
sales represent other than meat sales, but we have the proportion of meat sales 
to other sales, which allows analysis of the figures here. 

Mr. ALLMAND: I second what Senator Thorvaldson said. My last question is 
this. I wonder if you make generally a higher profit on your processed meats as 
opposed to your non-processed meats—in other words, on your becon, sausages, 
weiners and so forth? 

Mr. AYERS: That varies. Generally, Mr. Beswick, do you not agree that the 
opportunity to make a profit is greater— 

Mr. BESwIck: The opportunity is, but the facts are that we do not do a very 
good job profit-wise in processed meats, because of the competition. 

If you make more per hundredweight, the per hundredweight relationship 
of freshed meat to processed, by way of absolute dollars—you have to make 
considerably more on processed to equal the potential. I am not talking factually, 
but talking potential. 

Mr. ALLMAND: So, are you saying you make more profit on a non-processed 
product than you do on a processed product? 

Mr. Beswick: No. We say the opportunity exists to make more profit per 
hundredweight on processed meats. 

Mr. ALLMAND: The opportunity? What do your figures show? Do you, in 
fact? 

Mr. BESwIck: Our particular type of accounting makes it a little difficult to 
really adequately answer that, without looking into it a little more specifically. 
We have a variety of processed items, some of which we consider as com- 
modities, because they are, to use a packing house term, “auction block items’. 
We have very sophisticated type of products. 

Mr. ALLMAND: What is your biggest seller, your biggest profit product—is it 
your bacon? Do you have no one item that is your best income maker? 

Mr. BESwIckK: A specific product or an area product? 

Mr. ALLMAND: A specific product? 


Mr. Beswick: We have particular products within product areas. We have a 
particular sausage on a per hundredweight basis which is particularly profitable, 
probably our best processed meat product. 

Mr. ALLMAND: What item is that? 

Mr. BESWIck: It is a sausage item within our total sausage business. 

Mr. ALLMAND: What would be the best profit making area? 
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Mr. BESwIck: It would be the so-called dry sausage, within the so-called 
table-ready meat area. 

Mr. SMITH (Simcoe): You will mean the Polish sausage? 

Mr. Beswick: No, that is not a dry sausage. 

Mr. AYERS: A dry sausage is not cured—salami and things of that kind. 

Senator CARTER: Mr. Allmand has covered most of my questions. On page 5, 
you talk about identifying consumer wants and likes. I gather from your brief 
that you depend mostly on the information which you get from your salesmen, 
which they pick up from retailers, as to what the consumer wants? 

Mr. AYERS: Not necessarily. 

Senator CARTER: Do you carry out any investigations on your own, to find 
out what the consumer wants? 

Mr. AYERS: Yes, we do. We have Mrs. Greta Elgis here. She is better known 
as Martha Logan. She is our home economist and will tell you about that. 


Mrs. Greta Elgis, Home Economist, Swift Canadian Co., Limited: I am Greta 
Elgis, better known as Martha Logan, Home Economist for Swifts. I am a 
housewife and vitally interested in what happens to housewives. My department 
—I might say right now that I am a department of one—is probably spread 
thinner than that of any other woman in Canada. I travel from coast to coast; 
I do new product development; I work very closely with all our product depart- 
ments that do new product development—the new recipe department, package 
labels. I write the copy for our packages, to give Mrs. Consumer specific infor- 
mation, so that when she buys that ham or roast, she does not have to waste 
time or waste the product by cooking it wrongly. We give this kind of informa- 
tion on the package. We give information on how long it will keep, how you 
refrigerate it and freeze it. We feel that this is very important. 

I do a great deal of quality control. I am constantly testing our products 
against possible new products, possible improvements in our own products, and 
testing them against our competitors products, all the time. I do this at home as 
well as in my work. And I am not shy about telling our people if I feel our 
product is not standing up, if it is not up to par—and our people are quick to 
see that it is. We try to get ahead. 

As to consumer services, I am talking to consumers constantly. I have 
probably anywhere from ten to 30 phone calls a day, and as many letters. I talk 
to women’s groups. I travel. I am a people watcher. I go through the shops and 
watch the women shopping. I talk to them informally. Sometimes they know 
who I am and sometimes they do not know who I am, but they do give me 
information. I try very much to find out what the consumers want. 

When I am talking on radio or television or other shows or things I might be 
doing, I always say “Please write to me if you are dissatisfied with out product or 
if there is anything you feel we can do to help you to bring out the best in the 
products.” 

In addition to this, we have consumer panels, mobile units that go round 
through our advertising agency. These people come in and test the product. We 
have of course consumer tests throughout our company. 

This year, at the Canadian National Exhibition, we had between 2,000 and 
3,000 people a day at our consumer evaluation panel. We tested our products 
against competitive products and it was a true test. I was the only person who 
knew which two products were being tested. These results are being tabulated 
by a research team. This was not just a shot in the dark. 
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We are vitally interested in what the consumer wants. Any consumer can 
write to me or call me or talk to me at any time, and I will pass the information 
on. 

I think that is pretty well what we do. I could go on for a long time, telling 
you about what I do. I feel that our department is a very vital one. I might say 
that Swift was the first large company to hire a home economist, and her job 
was to interpret the needs of the consumer to the company, and not the needs of 
the company to the consumer. This is a distinction that is still being made. 

Senator CARTER: In your own research you carry out tests in your home and 
in your plant. Do you try to determine food value of the product? 

Mrs. ELGIS: Yes. 

Senator CARTER: What is your idea of food value of say ham as compared 
with bacon? 

Mrs. ELGis: Ham is higher in protein than bacon. 

Senator CARTER: Yet it is much cheaper. According to your Appendix “E-1” 
here, whereas bacon went up from 62 cents in 1965 to $1.04 in August of 1966, 
ham, according to Appendix “E-1’’, went up from 50 cents in 1965 to 75 cents in 
January of this year. Then it started to go down again. It is down now to 63 cents 
in October of this year. Do you try to educate the consumer? 

Mrs. Euais: Yes, I do. 

Senator CARTER: From the standpoint of food value, she should be buying 
ham instead of bacon. 

Mrs. ELGis: Yes, it is a wise shopper who knows that, and I try to get them 
to see it that way, but I cannot force Mrs. Consumer to do this. However, when I 
am talking to the consumers in cooking schools or through lectures on the radio, 
I do tell them that this is a good buy and I try to point out, of course, the fact 
that meat is the best buy per dollar value. 

Senator CARTER: Would you say that the Canadian housewife is not food 
value conscious? 

Mrs. Evcis: I would not say that. Perhaps some of them could be a little 
more conscious of nutritional value, but I do not think people buy bacon 
because of the nutritional value in it. They buy it because they like it. 

Mr. SMITH: It could be a prestige item. 

Mrs. Euets: Yes, it could be a prestige item, but it tastes awfully good, too. 

Senator CARTER: Would you say bacon has become a luxury item? 

Mrs. Eveis: No, I do not think it is. However, everything is so high priced 
today that I do not know what constitutes a luxury item. Frankly, if I were 
counting my pennies, though, I would be having ham and eggs in the morning 
more often than bacon and eggs. 

Senator CARTER: That is what you do in your own home, I take it? 

Mrs. EucIs: Yes. 

Senator CARTER: Thank you very much. I have one or two other questions, 
Mr. Chairman. In Appendix “B” I notice that the ratio between your profit and 
your return on assets remained the same in every year right up to 1965. It is one 
to six. Is there any special reason for that ratio holding true all through that 
period? 

Mr. AYERS: No, there is not. It just happens that way. 

Senator CARTER: Do you have the same ratio on your non-meat products? 

Mr. AYERS: We do not have that broken down. 


Senator CARTER: It is rather interesting that it should turn out that way 
every year. 
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Well, I will not take up any more time, Mr. Chairman. I think other people 
want to ask questions. 

Co-Chairman Mr. Basrorb: Thank you, senator. Mr. Smith. 

Mr. SmitH: When I had a supplementary a little while ago, we were 
discussing the Ontario Hog Marketing Board. As a buying company what is your 
observation as to the effectiveness of that board? 

Mr. AYERS: I think the way we look at the Ontario Hog Marketing Board is 
that we feel that the producer can sell his livestock to us in any manner he 
wishes. They have elected to sell their hogs to the Ontario Livestock Marketing 
Board, and we are satisfied with that system of sale. 

Mr. SmitH: Do you think it has added any stability to the price of hogs? 
Perhaps not stability, but has this system of marketing removed any of the wide 
and quick fluctuations from the price? 

Mr. AYERS: I have not got those figures in front of me but they will fluctuate 
very widely under the present system; certainly, just as widely as they did 
before. 

Mr. SMITH: Just as widely as they did before? 

Mr. AYERS: In fact, it might be wider. 

Mr. SmitTH: You do not think it has changed things in that sense, then? 

Mr. AYERS: No, sir. 

Mr. SmitH: Most of the witnesses who were wholly owned subsidiaries of 
American companies have been asked questions concerning whether fees and 
licences, and sometimes research, are paid to the American parent companies by 
the Canadian subsidiaries. Do you pay fees for the benefit of Swift’s research 
facilities in the United States? Do you pay for their ideas? 

Mr. AYERS: Yes, we do. 

Mr. SMITH: What fees? How are those fees fixed? 

Mr. AYERS: Frankly, I do not know how they are fixed. 

Mr. SMITH: There must be some ratio that they are fixed on, must there not? 

Mr. Ayers: No doubt there is, but I have not got that information here. 

Mr. SmitTH: Could we have those amounts, and how it is done? Particularly, 
is it in relation to Swift’s total sales in North America? Could we get that 
information? 

Mr. AYERS: I will see what I can get for the committee. 

Mr. SmitH: Now, what payments do you make to Swift’s American, or 
Swift’s Chicago, in relation to the use of ProTen? 

Mr. AYERS: We do not make any direct payments for the use of ProTen, for 
that licence. __ 

Mr. SMITH: Yes? 

Mr. AYERS: No. 

Mr. Smitu: None? Are there then payments for ProTen included in the 
other research payments you make? 

Mr. AYERS: I have not got that knowledge. 

Senator THORVALDSON: ProTen may be owned by your own company. 

Mr. AYERs: It is owned by Swift Canadian. 

Senator THORVALDSON: Not by the U.S. company? 

Mr. AYERS: They own it, too, but we have it registered in Canada. 

Mr. SmitH: I presume the United States owned it first. 

Mr. AYERS: Yes, they did the research. 

Mr. Smrru: If it was an arms length transaction you would be paying a 
licence or a royalty for the use of it in Canada. If it had been an arms length 
transaction? 
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Mr. AYERS: Yes. 

Mr. SMITH: But you are not. 

Mr. AYERS: That is right. 

Mr. SMITH: Now, I have another question relating to the relationship of the 
two companies. We have had various figures in some of these briefs. I am sorry, I 
was in and out this morning and perhaps this has been asked, but, concerning the 
amount of the various cuts of pork that are imported into Canada, there are 
quite substantial amounts of hams and bellies, and sometimes very large 
amounts of them. Now, when you import parts of pigs into Canada, where do you 
buy them? 

Mr. AYERS: We buy them from the parent company; we buy them through 
brokers on the outside market. 

Mr. SMITH: What percentage would be bought from your parent company 
and what percentage would be bought on the open market? 

Mr. AYERS: I would say that the bulk would be bought on the open market. 

Mr. SMITH: Why? 

Mr. AYERS: We are able to buy them cheaper. 

Mr. SMITH: The corollary of that answer would seem to be that when you 
buy supplies from your American parent company they arbitrarily set the price. 

Mr. AYERS: No, they are working on what they think the market is. 
Somebody else might think it is something else. The market varies. There is a 
very small spread in that price range; the spread may be a quarter of a cent ora 
half a cent, whatever the case may be. 

Mr. SMITH: You are not required, though, to buy them from the parent 
company? 

Mr. AYERS: No, sir. 

Mr. SmitH: No? Now, yesterday there was some evidence about the high 
retail mark-up in bacon and in another item, sliced ham, which was being put up 
in six-ounce packages in vacuum packs that were being sold for 84 cents; yet 
half a pound, eight ounces, of the same product sliced in the store cost only 54 
cents. Do your research people or do your salesmen take any cognizance of what 
the retailers do? Do you know whether some particular products of Swift’s, or 
some particular class of products of Swift’s, is being used as a high mark-up to 
balance out the operations of the grocery department of the retail store? 

Mr. AYERS: Not to my knowledge. Mr. Christian, have you got anything to 
say on that subject? 

Mr. CHRISTIAN: No, I do not think I have, Mr. Ayers. 

Mr. AYERS: Neither have I. 

Mr. CHRISTIAN: This is entirely the retail decision. It is not our decision. 

Mr. SMITH: You do not. go to them and say, ““You are making us look like 
fools by charging such a high mark-up on such and such a product.” 

Mr. CHRISTIAN: No, sir, we are not oriented to the degree that we know what 
the situation is there. We do not research that field at all. 

Mr. SMITH: In the feed business, is the sale of Swift’s feeds to pig growers, 
chicken growers and cattle growers a big percentage of your overall business? 

Mr. AYERS: No, it is not. 


Mr. SMITH: Supposing you had sales of $200 million in meat a year, or $250 
million of meat a year, what percentage of your sales of farm products relate to 
that of farm feed products? 


Mr. AYERS: I am sorry, but I do not have that figure with me. I do not know. 
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Mr. SMITH: It seems to me that you people have not been following the 
proceedings of this committee as closely as some of the other companies which 
have appeared before us, because a few of the questions that have been asked 
today, for which answers are not available, would strike a bystander as being as 
obvious as the side of a barn door. Thank you. 

Co-Chairman Mr. BASFoRD: Senator Thorvaldson. 

Senator THORVALDSON: Well, Mr. Chairman, I have the same criticism that 
Mr. Smith has in regard to certain of the answers, which I do not think have 
been as complete as the answers we get even from the published financial reports 
of Canadian companies. However, that really has nothing to do with the very few 
questions that I have. 

I was going to ask you, Mr. Ayers, a question regarding your company in 
British Columbia, The Lower Mainland Hotel and Restaurant Supply Company. 
Would you explain just generally what products that company sells or manufac- 
tures? 

Mr. AYERS: It is a very small hotel and restaurant supply company. It is 
specifically there to sell that type of trade. 

Senator THORVALDSON: I take it then it is a relatively insignificant part of 
your business? 

Mr. AYERS: Yes. 

Senator THORVALDSON: I presume you as well as the other packing people in 
Canada are increasing in the area of the feed business. 

Mr. AYERS: Yes. 

Senator THORVALDSON: It is hard to see how you relate potash to beef. 

Mr. AYERS: There is diversification. 

Senator THORVALDSON: You want some place to put your extra money. 

Mr. AYERS: Some place to make extra money. 

Senator THORVALDSON: I want now to refer to Appendix “B” which is headed 
“Financial Information” and I particularly want to refer you to the third column 
“Wages, Salaries and Employee Benefits’. I observe your wages have risen very 
considerably since 1960, your present index being 144.5 based on 100 in 1960. 
That is a very considerable increase in wages and salaries, is it not? 

Mr. AYERS: That is the base labour rate at the bottom of the page. That goes 
through to 1968. We have just completed a contract with the union. 

Senator THORVALDSON: That is from 1960 to 1968? 

Mr. AYERS: We have completed a contract with the union that goes through 
to March 1968 and we put those figures in. 

Senator THORVALDSON: My calculation is that based on 1960 the wages for 
males—I suppose that is salary to, or is it just wages? 

Mr. AYERS: It is the base labour rate. 

Senator THORVALDSON: But the increase is approximately 80 per cent based 
on the 1960 figures, is it not? 

Mr. AYERS: I have not figured that out. 

Senator THORVALDSON: I have just calculated it. 

Mr. AYERS: In 1960 it was 100 and in 1966 it was 128.4. 

Senator THORVALDSON: Yes, and in 1968 it will be 144. 

Mr. AYERS: Yes. 

Senator THORVALDSON: That is on the 1960 base line? 

Mr. AYERS: Yes. 

Senator THORVALDSON: That 44 is not a percentage? 

Mr. AYERS: No. 
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Senator THORVALDSON: It is a different form of calculation. I refer now to the 
approximately 80 per cent increase in wage rates because I think it is very 
complimentary to your industry. I think it is also complimentary to your 
industry that you wages, salaries and employee benefits were 12.7 per cent in 
1960 and 11.9 per cent in 1965 despite a very considerable increase. 

Mr. AYERS: That is because of the increase in our dollar sales. 

Senator THORVALDSON: Would you say automation was a factor in that? 

Mr. AYERS: That would be part of it. But as our dollar sales increase the 
percentage figure would decrease in that particular case. 

Senator THORVALDSON: So your dollar sales have been going up? 

Mr. AYERS: For the last several years. 

Senator THORVALDSON: What is happening with respect to automation? 

Mr. AYERS: We are automating as much as we possibly can. We have to do so 
to keep competitive. 

Co-Chairman Mr. BAsrorD: A supplementary question: This would also 
indicate there has been an increase in productivity of your work force too? 

Mr. AYERS: Partly that too. There are so many factors involved. 

Co-Chairman Mr. Basrorp: It has only taken 11.9 per cent wages, salaries 
and employee benefits to move a dollar’s worth of sales when before it took 
1c 

Mr. AYERS: As the dollar sales go up the volume goes up and we are able to 
maintain our work force at a pretty level figure. A part of that has been 
automation. 

Senator THORVALDSON: The point I am trying to bring out is that if these 
figures are accurate there must have been a great improvement in productivity 
in your industry whether based on additional labour shills or automation or 
factors of another kind. 

Mr. AYERS: We are continuously working in that particular area because we 
have to do so to compete. 

Senator THORVALDSON: You are saying your industry is a very competitive 
industry. 

Mr. AYERS: Very competitive. 

Senator THORVALDSON: I would like to refer you to Appendix ‘“‘C’’, pages 1, 2 
and 3. I want to find out, Mr. Ayers, just what those figures actually signify. You 
have a lot of figures there, but you haven’t given anything in percentage form 
which would indicate what they mean. 

Mr. AYERS: Could I bring Mr. Swan up to answer that. He is head of the 
Beef, Lamb & Veal Department and he understands these figures very thorough- 


ly. 


Mr. R. E. Swan, General Beef, Lamb & Veal Manager, Swift Canadian Co., Limited: 
My name is R. E. Swan, and I am General Beef, Lamb and Veal Manager, 
Swift Canadian Co., Limited, Toronto. 

Senator THORVALDSON: Do you have Appendix “C’’? 

Mr. SWAN: Yes. 

Senator THORVALDSON: I refer you to CDA live choice steers, and the price 
on the Toronto market November 7, 1964 was $23 a hundredweight. 

Mr. SwAn: That is the average price. 

Senator THORVALDSON: Turning now to page 3 of that appendix, on October 
15, 1966 that price was $27.75. 
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Mr. Swan: Correct. 


Senator THORVALDSON: In other words there has been a rise in price of choice 
steers on the Toronto market during this period of approximately $5 a hundred- 
weight; is that right? 

Mr. SwAn: Correct. 


Senator THORVALDSON: Or a price increase of 20 per cent in your cost of live 
steers? 


Mr. Swan: Approximately. 

Senator THORVALDSON: $5 on $23? 

Mr. SWAN: Yes. 

Senator THORVALDSON: That is about 20 per cent. I come now to your selling 
price in column 3 of page 1, “Swift Average Selling Price Choice Carcasses’’. On 
November 7, 1964 that was $40.02? 

Mr. Swan: Correct. 

Senator THORVALDSON: And on page 3 I observe that by October 15, 1966 
that had risen to $47.54 per hundredweight. In other words there was a price 
rise on carcases from approximately $40 to $47.50. Do you agree with me that 
that is approximately 20 per cent also—it is a little less, about 18? 

Mr. SWAN: That is right. 

Senator THORVALDSON: Would it be correct to say that a considerable reason 
for the increase in cost, or I should say in your price to your customers and their 
price to the retailer, is accounted for in the increased costs for livestock? 

Mr. SwAn: Basically, yes. 

Senator THORVALDSON: Does the same situation arise in pork products? 

Mr. SwAn: I could not answer for pork. 

Senator THORVALDSON: I think it does. I just wanted to bring out the fact 
that there had been a very considerable increase in the cost of the product that 
you manufacture. This is spelled out to a certain extent in the price. 

Mr. SwAn: As a general rule the price follows the livestock price. 

Senator THORVALDSON: We are trying to find out the real reasons for the 
increase in food costs in this committee. 

Mr. SwANn: Correct. 

Senator THORVALDSON: I was going to ask Mr. Ayers in regard to exports— 
do your exports to the United States or other countries account for a large 
percentage of your business or not? 

Mr. AYERS: They do not. 

Senator THORVALDSON: Would you care to hazard a percentage figure as to 
exports? 

Mr. AYERS: It would be very hard to guess. If it is 5 per cent, I would be 
very much surprised. 

Senator THORVALDSON: I think there is one question that is important, Mr. 
Chairman, and that is, Mr. Smith referred to payments you make to your parent 
company, and with regard to licenses, the cost of research and development, and 
so on. Do you pay a management fee to your parent company? 

Mr. AYERS: That is in that figure; that is part of that figure. 

Senator THORVALDSON: Because that would materially affect you if you paid 
a very large management fee and a fee for research and development. That 
would affect your financial statement to a certain extent, would it not? 

Mr. AYERS: To a small degree. 

Senator THORVALDSON: I am just wondering whether it is large or not. 
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Mr. AYERS: It would not be large. 

Senator THORVALDSON: I think perhaps the committee should ask to get those 
in order that we might have a complete picture. 

Mr. AYERS: I have agreed to furnish that information. 

Co-Chairman Mr. BAsrorD: This will be information relative to all pay- 
ments to the parent company. 

Mrs. MAcINNIS: Do you sell to retail outlets other than the supermarkets? 

Mr. CHRISTIAN: Yes, we do. 

Mrs. MacInnis: Large retail stores, single stores? 

Mr. CHRISTIAN: Yes. 

Mrs. MacInnis: There are some large co-operative stores in western Canada 
and elsewhere. Do you sell to co-operative stores? 

Mr. CHRISTIAN: Yes, we do. 

Mrs. MacInnis: My question was prompted by the publishing of a news 
story this morning that in Montreal one wholesaler had refused to deal with a 
co-operative store that was just starting there, and the thought has come to 
mind as to whether or not your firm would have any objection to dealing with 
co-operatives, or any policy in that regard. 

Mr. CHRISTIAN: I can go back for 30 years in selling goods, and for a long 
number of years we have sold these goods historically whenever we could. 

Mrs. MAcINNIS: Would there be a large number of co-operative outlets? 

Mr. CHRISTIAN: In western Canada there are; in Manitoba there are some; in 
Saskatchewan there are more; and in Alberta there are some, but not as much as 
in Saskatchewan. 

Mrs. MacInnis: Do you have the same display policies and give them the 
same reception? 

Mr. CHRISTIAN: Yes, exactly the same. 

Mrs. MacInnis: In other words, as far as you are concerned, is there any 
difference in any respect in dealing with co-operative stores for your products 
and in dealing with the other kind? 

Mr. CHRISTIAN: Absolutely none. We are anxious to sell to all retailers who 
will buy from us. 

Co-Chairman Senator CRouL: Mr. Chairman, I share the observations that 
were made by Senator Thorvaldson and Mr. Smith with respect to the informa- 
tion. We asked everyone to give us their financial statement for the period 
1960-65, inclusive, showing gross sales, margins, costs of raw materials, and so 
forth. Mr. Medland, who is General Manager, has been here throughout the 
proceedings and knew very well what we wanted. It is a little surprising to know 
that the President of the company does not know what the gross sales are. 

My suggestion is that, instead of taking written reports, we open a date here 
for the Swift company to return very quickly with the information so that they 
can be subjected to cross-examination, just as the others have been, in fairness 
to the others; and I hope we will be able to have a date open here very shortly, 
as I look at our program. 

Senator THORVALDSON: I might make this observation to Mr. Ayers, that the 
same problem arose with regard to A&P stores and they agreed to give us those 
figures. 

Co-Chairman Mr. BAsrorD: The steering committee is meeting tomorrow 
and Senator Croll’s suggestion can be dealt with then. 

Mr. AYERS: We were not asked for this information. We were asked if we 
published a statement. 
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Co-Chairman Senator CROLL: Mr. Medland was here and knew what the 
others were providing and what we generally asked. If the information did not 
reach you, that is not our fault. A&P knew about it and the others did also. 


Mr. AYERS: Our instruction, received by wire, was that if we published a 
financial report we should bring it. 


Co-Chairman Mr. BASForD: In order to avoid an argument, I would ask you 
to go ahead with your questions, senator. 


Co-Chairman Senator CROLL: Yes, I will go ahead with my questions. 


Let me turn for a moment to the last page in the submission, Ontario hog 
price weekly—does that mean “grade A” hogs? 


Mr. AYERS: Yes. 

Co-Chairman Senator CROLL: Is there a grade B hog? 
Mr. AYERS: Yes. 

Co-Chairman Senator CROLL: Who buys grade B? 


Mr. AYERS: The hogs are bought before they are graded. The government 
grader grades them on the killing floor. When buying we do not know whether 
they are grade A or grade B. 


Co-Chairman Senator CROLL: What percentage would there be grade B? 
Mr. AYERS: What are grade B now, Al? 


Mr. BESWIck: The combination of A and B would be roughly 87 per cent of 
the 100; with A roughly 40 per cent, and B, 45 per cent. 


Co-Chairman Senator CROLL: There is an element of B? 

Mr. BESWICK: Yes, absolutely. 

Co-Chairman Senator CROLL: You give us the price paid for grade A? 
Mr. BESWICK: Yes. We buy them all as grade A. 


Co-Chairman Senator CROLL: I am going to run over the third week in June. 
You will notice the price was 38.45. Then it commences to fall. The selling price 
continued to fall to the third week in June when it was 38.45 and the selling 
' price was 91 cents—is that right? 


Mr. BESwIck: That is correct, sir. 


Co-Chairman Senator CroLu: And the next week it dropped to 37.63, and 
the selling price was still 91 cents? 


Mr. BESwWICck: Yes. 


Co-Chairman Senator CROLL: The first week in July it was 35.55, and it had 
remained at 91 cents? 


Mr. BESWICK: Yes, that is correct. 


Co-Chairman Senator CROLL: And the fourth week, the second week in July, 
it was 34.80, and it had remained at 91 cents? 


Mr. BESWICK: Yes. 


Co-Chairman Senator CroLu: Then the third week in July it continued to 
drop, to 34.43, and the selling price jumped up to 92 cents? 


Mr. BESWICK: Yes. 

Co-Chairman Senator CrRoLL: And then it went to 34.69, and jumped up 
to 94 cents? 

Mr. BESWICK: That is correct. 

Co-Chairman Senator CROLL: Then it dropped again to 33.55, and jumped 
up to 95 cents? 


Mr. BESWIck: That is correct. 
Co-Chairman Senator CROLL: And then 33.87, and it jumped up to 98 cents? 


Mr. BESWICK: Yes, sir. 
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Co-Chairman Senator CROLL: Then 33.47, and it jumped up to $1.04? 
Mr. BESWICK: Yes. 

Co-Chairman Senator CROLL: And then 33.67, and it jumped to $1.03? 
Mr. BESWICK: Yes. 


Co-Chairman Senator CrRo.Lu: And then 33.86, to $1.03. Then in September it 
was 33.78, to $1.03. The second week in September it was 33.52, going down 
further, and still remained at $1.03. 

Now, significantly, if I might point out, Mr. Ayers, on the second week in 
October it rose to 33.66, and yet the selling price remained at 94 cents. In the 
third week it dropped a penny or two and remained at 94 cents. In the fourth 
week it went up a few decimal points and moved to 93 cents. 

I wonder if you would care to comment, since October 1 was the date when 
these hearings first started, and it occurred to me that the trend was the other 
way. Can you explain that? 


Mr. AYERS: As far as I am concerned, Mr. Senator, the hearings had nothing 
to do with this trend in the price of bacon. 


Co-Chairman Senator CROLL: Well, what is the factor that had, you were 
paying less and somebody was getting more? 


Mr. AYERS: Mr. Beswick has that answer. 


Mr. BESWIick: Immediately after the presentation of our brief we suggested 
the problem associated with bacon was severe enough that we actually wrote a 
statement, which I believe has gone into the record, which detailed at least to 
some degree the distinctly different supply and demand factors influencing hogs, 
bellies and sliced bacon. The price of sliced bacon must be looked at separately in 
light of the supply and demand factors relating to it. The condition of belly 
prices must be looked at in relation to the supply and demand vogue at that 
time. They are not related. Belly to hog is only 13 per cent, Mr. Chairman. 


Co-Chairman Senator CROLL: When you are preparing your material would 
you let us have a statement covering both hogs and cattle which shows the 
prices—your prices are at Toronto, are they not? 

Mr. AYERS: Yes. 


Co-Chairman Senator CROLL: Would you prepare a statement showing us 
what you actually paid for hog and beef carcasses during the first complete week 
of February, 1965, the first complete week of February, 1966, and the last 
complete week of October, 1966. I will ask you also to state for those same 
periods the wholesale prices of the major cuts which you were offering. 


Co-Chairman Mr. BASForD: Mr. Urie? 
Mr. AYERS: Could we have just a minute, please? 


Co-Chairman Mr. Basrorp: There was a just a little technical difficulty in 
respect to supplying this information, which Dr. James can explain to the 
witness afterwards. | 


Co-Chairman Senator CROLL: With respect to the question on bacon that I 
asked you, you indicated that when you were paying less the consumer was 
paying more. As I got the substance of your answer, it was to the effect that 
those things are not related. Did I understand you correctly? 


Mr. BESwick: Senator Croll, we have not listed this—not because we did not 
want to, but in respect to the matter of supplies during this period the United 
States belly market dropped considerably during the period you are talking 
about. This had a far greater influence on the price of Canadian sliced bacon to 
the retail outlet than did the hog prices in Canada. 


Co-Chairman Senator CROLL: What effect? 
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Mr. Beswick: The fresh bellies that are produced from the hogs cut today 
are only a portion—sometimes they are in excess of the requirements for sliced 
bacon, in which case there will be bellies going into the freezer, as was evidenced 
in February, 1964. If there is a deficit of sliced bacon we then have to call on the 
inventories in either the United States or Canada. 


Co-Chairman Senator CROLL: Our business is to find out who done it. You 
tell us who done it. 


Mr. BESwIck: I repeat, sir, that for the cost of sliced bacon we would have to 
look south of the border. 


Co-Chairman Senator CROLL: To the Americans? 
Mr. BESwWICck: Yes, sir. 
Co-Chairman Senator CROLL: They do take a lot of beatings do they not? 


Mr. Urtg: Is it not possible for you to supply us with information as to the 
availability of bellies, either American or Canadian, at the time these prices 
rose? If you look at the prices of green bellies at the time that there was a 
dramatic increase in the price of bacon, you will see that the price of green 
bellies did not go up at all. 

Mr. Beswick: Canadian green bellies? 

Mr. Urte: Canadian green bellies. You have hit upon the solution that the 
evil arises by virtue of the fact that you have to buy other green bellies to 
supplement the demand. That being the case, do you not think you could provide 
us with information as to the numbers of bellies your company had to buy from 
sources other than the Ontario market? 


Mr. Beswick: May I say that we bought bellies from the States, fully 
processed and in the frozen form, in the months of August, September and 
October. If you look at the period from August to October with respect to 
Canadian bellies you will see that the price dropped only 12 cents. Then we have 
the price of American bellies laid into Toronto. During the first week of August 
they were $57.78 a hundred, and in the last week of October they were down to 
$39.42 a hundred, which is a difference of $18.36. The Canadian belly market 
Gropped only 12 cents. 

Mr. Urte: But the price of No. 1 premium sliced bacon, according to your 
figures, dropped in the same period only a total of 10 cents. 

Mr. Beswick: Maybe I should refer you to the supply and demand factors 
that I referred to earlier in respect of sliced bacon. Only one of them was cost. 


Mr. Uris: I understand that, but then, as I understood your explanations 
earlier when you first went into this subject, Mr. Beswick, you said that one of 
the elements was cost—that the most important element was cost. This is what I 
understood you to say. . 


Mr. Beswick: That was the second factor in respect of sliced bacon. The first 
one I put was inelasticity of demand. 


Mr. Urie: How can you say that there was—I must confess I do not follow 
you when you say that there was an inelastic demand for bacon which caused the 
price of bacon at the retail level, or the price from you to the retailer, to remain 
high at the same time that the price of bellies, both American and Canadian, 
went down. Surely, bacon has to come from the bellies. The demand at the retail 
level is still going to remain as it was. Surely, the price could come down too. In 
other words, you are flooding the market with the low priced bellies that you 
obtained. Why does not the consumer get the benefit of lower prices? 


Mr. Beswick: First of all, we have shown you what the prices of hog bellies, 
Canadian, were. I have told you what the United States belly prices were for 
comparable periods, and also the selling prices. First of all, the reaction of hog 
prices—there is no direct co-relation. To interpret a price change either up or 
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down at the same moment in time as it takes place at anywhere from one to five 
stages later is physically impossible. The problem is getting United States bellies, 
when they are of value. It takes five or six days before this lower price can be 
interpreted into our cost. That is the major factor. 

Mr. URIE: What is the major factor? 

Mr. BESwick: Whatever bacon is selling at is the major factor. 

Mr. URIE: That is the point. 

Mr. BESWIckK: We have not denied it. 

Mr. URIE: With the greatest respect, you gave the committee the impression 
that the major element in these high retail prices of bacon was the cost. Now, 
may I ask you to submit— 

Mr. Beswick: I beg your pardon, sir, but I prefer that not to go into the 
record, because we did not list it as number one. I am sure my company would 
not contend that cost is the greatest single point at any point of time in the 
selling of bacon. I am sorry for giving you a wrong impression. 

Senator THORVALDSON: Was there ever any doubt in this committee that the 
law of supply and demand still prevails in this country. 

Mr. URIE: Nobody suggests it does not. 

Senator THORVALDSON: To get away from that would mean a new social 
system. 

Co-Chairman Mr. BasrorD: We are concerned with prices, and not social 
systems. 

Senator THORVALDSON: Prices are basic to the laws of supply and demand. 

Co-Chairman Mr. BASForD: Yes, I recognize that, senator. 

Mr. URIE: One thing that intrigued me, Mr. Beswick, is that at the bottom of 
page 3 you Say: 

When pork loins, hams, bellies, etc, are produced, there is no satisfac- 
tory method, in our opinion, to determine the actual cost of the individual 
cut. 


At the same time you are able to give us to a tenth of a cent the profit per pound 
which you can obtain on sliced bacon, and so on. How can you give us the profit 
on a pound of bacon to a tenth of a cent when you say you cannot determine the 
actual cost of the individual cut? Surely, you have to start with the cost before 
you can determine the profit. 

Mr. BESwick: Mr. Urie, there were a considerable number of hours of 
soul-searching spent on how we could do it. We have prefaced our remarks with 
respect to results by saying that they are an estimate, sir, and we are quite 
confident that these estimates could be plus or minus several points; because we 
have to take it in that way by the very nature of the pork business, unless we 
choose arbitrary starting points, which our company does not do; so we have no 
way of knowing what a belly costs when we buy.a hog. We know that 13 per 
cent of the hog was a belly, but what the cost of it was, we do not know. 


Mr. URIE: Then how do you determine the profit in the statement? 
Mr. BESWICK: By estimate. We have said that they are an estimate and any 
time during this period we can do nothing else than to say it is estimated. 


Mr. URIE: On what basis do you estimate these elements of profit on bacon 
particularly? You have said that the high cost of bacon when it is processed was 
because of the inelastic demand, and naturally the law of supply was a part— 


Mr. BESWICK: The selling price. 


Mr. UriE: I am sorry, the selling price—but because of the inelastic demand. 
You have also made the statement, and Senator Thorvaldson pointed out, that 
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the old law of supply and demand must still prevail and that at certain times 
because there is a greater demand selling prices will be higher. If you are only 
getting less than one tenth of a cent per pound in 1966 on sliced bacon, what 
would your average profit be at times when the prices of bellies were considera- 
bly lower. 

Mr. BESwick: We made reference in our initial statement about our monthly 
losses, and we do our business on a monthly basis. We have lost considerable 
money in cents per pound during certain months of the year. We have made in 
the highest single month an estimated high profit of 4.9 cents per pound. The 
sum total of these losses in months reveals a profit to date this year of .62 cents 
per pound. 

Mr. UrtE: What was the profit in the month of September? 


Mr. BESwick: One was higher and one lower. I am sorry, I do not have this 
breakdown. 


Mr. URIE: One was 4.9. What was the other? 


Mr. Beswick: I do not have that. I just took the extremes. It could be 
provided, if the committee so desires. 

Mr. URIE: It might help your case in a way if we were given the figures in 
the high selling price months for bacon, and if we were to know what your 
elements of profit were in those months. 

Mr. BESWIcK: Since the high peak in August, would that be the month you 
would want? 


Mr. URIE: Yes, I think so. 

Mr. BESwIck: We can get that for you, sir. 

Mr. URIE: I think that is all I have for you at the moment, sir. 

Mr. Beswick: Thank you. 

Mr. UrRiz: I would like to ask Mrs. Elgis one question. You mentioned new 
product development? 

Mrs. Eats: Yes. 

Mr. URIE: Would you just relate very briefly the way you introduce new 
products and develop markets for them? 

Mrs. Excis: I do not think that is entirely my department. I only work with 
it. 

Mr. URIE: I am sorry, but you mentioned it. 

Mrs. Extcis: New product development, this is when we are developing 
formulae. I do help promote products, but I really think this is not my field. 

Mr. AYERS: Mr. Medland? 

Mr. MEDLAND: You asked how we go about introducing a new product. Do I 
understand your question correctly? You are not interested in development at 
this point, but actually the introduction into the market? 

Mr. URIE: Yes. 

Mr. MEDLAND: Let me take Lazy Maple Bacon which is a product developed 
by one of our Canadian meat packing plants and is based on a new method of 
curing bacon with maple sugar, giving a distinctive maple flavour and aroma to 
the bacon. We first, of course, tested this out in a home test by our home 
economist, in the “Martha Logan” kitchen. We did a great deal of planning and 
decided to market this product. We then produced a television commercial 
featuring Lazy Maple Bacon, and temporarily diverted T.V. time we had bought 
in order to introduce Lazy Maple Bacon. We also had a heavy sampling program 
with our salesmen and their families. This is the type of product you can get 
them enthusiastic about, because it is sampled in their homes. We also had a 
sampling program with retailers and their wives. In many cases we actually 
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found out where the retailer lived and sent a sample right to his wife, and the 
wife was able to serve it in the home. We also served it at breakfast for various 
retail groups. Then we had some literature which we gave to our salesmen, and 
we called them in and served them a breakfast, and then they were able to go 
out to the trade and start taking orders for it. 

Mr. Urie: Did you have in store demonstrations too? 

Mr. MEpDLAND: No, we didn’t use in store demonstrations on Lazy Maple 
Bacon although we do use this on some other products. 

Mr. Urte: Is it right to assume that you put that new product on the grocery 
shelves by way of promotion? 

Mr. MEDLAND: There was no promotion of the product other than the sample. 
I do not have a figure, but I would say the total figure would be less than $10,000. 

Mr. URIE: That is for one product? 

Mr. MEDLAND: That is for national distribution. 

Mr. UriE: That is for one product. Now, that gives us an idea of how you go 
about it. 

Mr. MEDLAND: It is somewhat easier in a product like this because you can 
get the message through to the people really quickly. 

Mr. UrRiE: Other products are more expensive? 

Mr. MEDLAND: Yes. They might not have an immediate appeal and be 
difficult to manage. 

Mr. URIE: In your financial statement Appendix ‘B”, under what heading 
would that type of expense be shown. 

Mr. MEDLAND: The bulk of it would be shown under advertising. 

Mr. Unte: Is that under the heading “Other Expenses’? 

Mr. MEDLAND: Other expenses. 

Mr. UriE: When you provide us with further information, I think it would 
be very useful if that heading were broken down to show the various elements, 
because it amounts to rather a substantial proportion of your total expenses, and 
I think it would enable the committee to draw some comparisons with informa- 
tion which has already been given by some other organizations. It was for that 
reason I asked the question about new product promotion. 

On Appendix “B” you have shown your return on assets employed as 
percentages from 1960 to 1965. Presumably those percentages are calculated 
after payment of tax. 

Mr. AYERS: Yes. 

Mr. UriIE: There are many different ways to calculate return on investment. 
Could you tell us what was the basis used to determine your percentages? 

Mr. AYERS: Yes. This percentage return is arrived at by dividing total assets, 
including cash, accounts receivable, inventories, depreciated value of fixed assets, 
into net earnings after tax, and multiplying by 100. 

Mr. URIE: In other words, you did not do it in the way some firms do it by 
relating it to shareholders’ equity? 

Mr. AYERS: No, we don’t do it that way. 

Mr. UrRtE: Is this a system or a formula which has been used by your 
company in the past; is it used by your parent company in the United States? 

Mr. AYERS: Yes. 

Mr. UrtE: And published that way? 

Mr. AYeERs: It is published that way, to my knowledge. 

Mr. Urte: By Swift Company? 


Mr. AYERS: It is a public company. 
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Mr. URIE: So presumably your net profits are included in their net profits? 
Mr. AYERS: That is right. 


Mr. UriE: And in your financial statements your gross and net sales are also 
shown with theirs? 


Mr. AYERS: Yes. 
Mr. URIs: It is a consolidated statement? 
Mr. AYERS: It is a consolidated statement. 


Mr. UriE: Turning to Appendix “C” referred to by Senator Thorvaldson 
earlier, I would like to make this comment. Senator Thorvaldson made the point, 
quite validly, that there was approximately 20 per cent increase in the price of 
live choice steers and that your selling price increased by approximately the 
same percentage amount. But in November 1964 the differential between the 
price that was paid for live choice steers and that which you obtained on your 
sales price, was approximately $17.00, and that gradually crept up, over the 
period, until October of 1966 there is an approximate differential of $20.00, or an 
increase of $2.50 per hundred weight. Am I correct in that? 

Mr. Swan: As I understand the question, you are asking for the differential 
between livestock— 

Mr. Urte: I did not ask for the differential. I know the differential. All I am 
asking is this. The differential between the price paid on the Toronto market and 
the price that you sold your carcass beef for in November 1964 was $17.00, and 
by the time we get down to October 1966, two years later, the differential is 
$20.00, or a difference of $3.00, an increase of $3.00. 

Mr. Swan: I did not finish my statement. The differential between the ratio 
of prices between live and dressed fluctuates. Out of a steer, on the average, it 
has been quoted, about 57 per cent is the yield, and the balance is made up of 
by-products and waste. The higher the live steer price goes—the greater 
difference you have in dollars. 

For quick figuring, using easy figures, if you take a steer costing 18 cents 
and get a 60 per cent yield, and adjust meat into money, you divide the yield, 
without expenses and by-products and so on—you have a 30 cent carcass, that is 
12 cents differential—right? 

You get a steer which goes to the 24 cent level, you divide that into 60—the 
yield does not change because of the higher price of the steer and you get a 40 
per cent carcass, a 16 cent differential. The higher steer value, the more yield you 
can get by way of the higher cost and the same price. 


Mr. Urte: I see. So that does not mean that there is any greater element of 
profit in the Swift calculation? 


Mr. Swan: Not from that calculation. You divide 60 into the 30 cent steer, 
which we have close to on the Toronto market now; you have 50 cent meat and 
20 cent spread, between that live cost and meat into money, and I am excluding 
expenses and so on. That will be your answer there. 


Mr. UrtE: Just as a matter of interest, so that I can translate this into dollars 


again, total dollars that are coming to the Swift Company, how many carcasses 
would Swifts sell in the last year that you have, say 1965? How many carcasses? 


Mr. Swan: You mean specific numbers? 
Mr. UrtiE: In round figures, yes. 


Mr. Swan: You are talking in the terms of carcasses, dressed carcasses. That 
would be a hard figure to determine. We do not keep a record of that as such. 


Mr. UriE: If you multiply the $3.00 differential by the number of live 
carcasses, it would give a figure which would have some meaning, would it not? 


Mr. Swan: No. 


1076 JOINT COMMITTEE 


Mr. URIE: It would have no meaning at all? 

Mr. SwWAN: No, because you have different grades, when you are talking of 
carcasses. Not all top quality meats are related to choice steers. 

Mr. URIE: You have various grades. but you have taken an average here, I 
take it. 

Mr. Swan: This C.D.A. live price is on average quality choice cattle. 

Mr. Urtz: And what is the average selling price? 

Mr. Swan: Of red steers? 

Mr. UriE: All I am looking for is the average number of dollars for the total 
number of carcasses sold by Swift Canadian Co., Limited in a given period. 

Mr. SwAn: The total dollars? 

Mr. URIE: Yes. 

Mr. Swan: I do not think our bookkeeping system would record that. We do 
not have that information. 

Co-Chairman Mr. Basrorp: Do you know how many carcasses you bought? 

Mr. Swan: We know the cattle we bought. You are staying with carcasses. 

Mr. Uri: You start off with steers and it is natural to switch to carcasses. 

Mr. Swan: If you start with the number of cattle we bought and the beef 
that we sold, that is something else, because it would be in the form of carcasses, 
quarters, kinds and so on. 


Co-Chairman Mr. Basrorp: It was said earlier that most of your sales are in 
beef or carcasses. 


Mr. SwAn: Yes. 
Mr. URIE: What percentage are carcasses? 


Mr. Swan: I want to break that down. Are we talking about shippers beef or 
store beef? I am thinking of cattle, used for boning and processing. 


Mr. URIE: Give us percentages. We are learning a little more as we go along 
here. 


Mr. SwAn: I have not got exact percentages at hand in the dieffrent 
categories of cattle. 


Mr. URIE: Is that available? 


Mr. SWAN: We could accumulate that for a given period. Our percentage of 
each. 


Mr. UrtE: I would suggest that it be for the same period that you have given 
us in Appendix “C”, November 1964 to date. And if it is possible to answer the 
question—it may not be possible and we will have to rely on you for this—if it is 
possible to determine the number of carcasses. You have given us the average 
selling price of choice carcasses. To me it becomes meaningful, and to the 
members of the committee, if we know the number of carcasses that you sold 
and the increased dollars that came into the Swift treasury by virtue of the fact 
that there has been an increase of $3.00 in the carcass selling price, bearing in 
mind your explanation. 


Mr. Swan: On that one particular grade? You are talking about choice 
grade? 


Mr. URIE: Can that be done? 


Mr. Swan: I want to qualify that. We are quoting C.D.A. choice live steers 
here. We do not buy all of our cattle to grade into choice on the Ontario market. 
I would say a very small percentage of that particular grade of beef. We also buy 
cattle on that market that not only come in loads, not only do they have choice 
grading, they have been slaughtered and graded by government graders, they 
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will have other grades, such as second grade or good grade and so on. We do not 
record, as such, our purchase price of red steers. I am quoting that on dressed 
basis, our choice steers. We do not record that. 


Mr. URIE: But you know what the market is? 


Mr. SWAN: Yes, but that will not be reflected probably by what our live 
steers cost. You understand that this is an average. You have a high and low 
quoted on the market. 


Senator THORVALDSON: When you buy a steer, you do not know it is choice 
until it become beef, do you? 


Mr. SwANn: Our buyers know pretty well, within a range, and when we buy, 
our buyers recognize that, when buying cattle. 


Mr. UrIE: You provided these figures for us, you set the ground rules and 
now you give explanations. Perhaps we should have the complete explanation 
when you next come before us, of the figures for your beef purchases and sales. 


Co-Chairman Mr. BASForD: We have already asked for that. Senator Croll 
asked for those figures for three representative weeks, for beef and hogs. 


Co-Chairman Senator CROLL: For three weeks. 


Mr. UrtE: I think that, to be meaningful, this should be for the whole period 
furnished, if that is feasible, it is not unsurmountable, but I defer to your 
judgment on that. 


Mr. Swan: In our method of operating, it would be impossible for us to 
determine. You want us to determine the live price of the livestock that we buy, 
which will come under the choice category, and then relate that to the sales 
dollar for the meat. That would be an impossible job because we have not got 
the records to do it. We do not do our business that way. 


Mr. URIE: Would you see what you can do anyway? 
Mr. SWAN: We will see what we can do, yes, sir. 


Co-Chairman Mr. BASForD: I have a few parochial questions I would like to 
ask you, Mr. Swan. Where do you buy your beef for British Columbia? 


Mr. SwAwn: Our livestock, our cattle? 
Co-Chairman Mr. BASForD: Your cattle, yes, your livestock on the hoof. 


Mr. Swan: We generally purchase a certain percentage—it is running now 
around 40 per cent—at Calgary or Lethbridge. We ship them live and slaughter 
them there at our plant at Richmond. 


Co-Chairman Mr. Basrorp: All right. Where does the beef come from for 
the Vancouver market? 


Mr. Swan: That beef, or part of it, is slaughtered in the Vancouver area. 
Part of it could be shipped and is shipped from Edmonton and from Calgary. 
I am talking about our supply now. That is from Edmonton and Calgary. 


Co-Chairman Mr. Basrorp: What happens to the beef that is raised in 
Chilako, in Cariboo? Do you buy any of that cattle? 


Mr. SwAN: Yes, we do buy cattle from what we call the interior areas, and 
we slaughter it at our plant. 


Co-Chairman Mr. BASForD: Where is that? 

Mr. SwAn: In Richmond. 

Co-Chairman Mr. BAsForp: I see. It goes into Vancouver. 
Mr. Swan: Into the Vancouver area, yes. 


Co-Chairman Mr. Basrorp: Is there not quite a business of taking interior 
cattle to Calgary to the feed lot and then shipping it back to Vancouver? 
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Mr. Swan: I would say so. It is being done. Feeder cattle, if you want to use 
the word export, are exported out of British Columbia, or out of the interior, 
back to Calgary and are fed there. I might say, though, that feeding operations 
are, increasingly, becoming a factor in the Fraser Valley. 

Co-Chairman Mr. BASForD: Well, it strikes me as an awfully expensive 
process to take live beef from Kamloops, for example, and ship it to Calgary and 
then back to Vancouver as carcasses. 

Mr. Swan: I would say so, but, of course, that is in the area of the pro- 
ducers. Again, they are competing for those feeder cattle in the interior. 

You will understand that, if you feed in the Vancouver area, you will have 
to draw feed to the cattle, whereas there is more feed available in Calgary, and 
there is an off-setting factor there. 

Co-Chairman Mr. BASForD: Well, which is the cheaper transportation? Is it 
cheaper to ship cattle or to ship feed? 

Mr. Swan: That is a kind of mathematical question. 

Co-Chairman Mr. BASForD: It is one to which I thought you would know 
the answer. 

Mr. SwAn: It depends on the amount of feed you are going to use and the 
weight of the cattle. There are lots of factors which enter into it. 

Co-Chairman Mr. BASForD: Which is cheaper? Is it cheaper to take the feed 
to the cattle or to take the cattle to the feed? 

Mr. SwAN: The general rule is to take the cattle to the feed. 

Co-Chairman Mr. BAsrorp: Is it? 

Mr. SwAN: Yes. 

Mr. AYERS: That is what is happening now. 

Mr. Swan: That is pretty well a rule of thumb. It has been recognized that it 
is impractical to ship feed from one area to another, but you can bring cattle to 
where the feed is. 

Co-Chairman Mr. BASFORD: So you bring the cattle out of the interior 
to Calgary and you feed them there and then you slaughter them and send them 
back to Vancouver as carcasses? 

Mr. SwAN: We do not. The producers do. 

Co-Chairman Mr. BASFORD: The producers do. 

Mr. SwAN: Yes. 


Co-Chairman Mr. BasrorD: Which strikes me as an awfully expensive 
process. 

Mr. SwAn: It looks that way, yes. 

Co-Chairman Mr. Basrorp: I was wondering what efforts “Martha Logan” 
had put into getting British Columbians to eat grass-fed beef. 

Mrs. Excts: I am afraid I have not put any effort into that. 

Co-Chairman Mr. BASFoRD: Well, it is a great deal cheaper, is it not? 

Mrs. Exeis: I really do not know. I am purposely completely ignorant of 
prices, as far as general prices go. I can only suggest good buys. I think that, as 


far as that goes, the Canadian housewife is a pretty smart “gal”? and she must 
know where the best buys are. 


Mr, SWAN: To answer your question about grass-fed beef, my understanding 
of the situation is that there has been for a long time a differential between 
grass-fed beef and grain-fed beef. 


Co-Chairman Mr. BAsrorp: I am afraid members of the committee cannot 
hear you. 
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Mr. Swan: There has been a differential, but it is gradually narrowing right 
now in British Columbia. At one time there was quite a differential between 
grass-fed beef as such, or range beef from the interior, and Alberta prairie-fed 
beef. 

At one time the cattle which were slaughtered in British Columbia were 
shipped from Calgary, or from Alberta generally, alive, but that is gradually 
working itself out. I think you will find, as feeding operations grow in the lower 
Fraser Valley, that grass-fed beef will disappear and beef will be marketed, 
probably, as feeders rather than as range beef. 


Co-Chairman Mr. BASrorD: What does the feeding do for the cattle? 


Mr. Swan: Well, in short, it adds weight. It brings them from a yearling 
steer of approximately 750 pounds, going on feed, to a finished weight of 1,000 
pounds, or 1,050 pounds, or whatever weight you desire. It also improves the 
quality, because they are fed on grain rations. You have a better quality product. 

Over the past few years this has resulted in the production of top-quality 
beef in this country, which, as we all know, has increased tremendously in 
proportion to the beef on the market. 


Co-Chairman Mr. BasrorD: Thank you. If there are no further questions, I 
would like to thank Mr. Ayers and his colleagues for coming here this morning, 
presenting their brief and answering the questions put to them. I would also 
thank you for undertaking to supply the information that has been requested. 

On behalf of the committee, sir, I want to thank you and your colleagues. 

The committee stands adjourned until three o’clock this afternoon, when we 
will have Canada Packers Limited before us. 


The committee adjourned. 
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APPENDIX “B” 


SWIFT 
FINANCIAL INFORMATION 


1960 1961 1962 1963 1964 1965 
% % % % % % 
PWG RI ee ae Bree gr 5. oo 100.0 100.0 100.0 100.0 100.0 100.0 
Livestock and Raw Materials. . hth 74.6 75.0 75.8 74.7 1683 
Wages, Salaries and Employee 
Es ORIEN i enh regermaninaernintterohes Lheudi 1? 12.0 12.0 1223 11.9 
PCRS O09 BAlOB howe hse g cad «as 2.9 2.8 2.8 2.4 2.3 2.3 
PDO tee cate Burkle cee hs « 4.2 4.0 3.8 4.0 4.0 3.8 
Other Expenses, .......566.. ... 4.8 5.0 4.8 4.5 4.6 4.6 
Income and Other Taxes....... 1.6 1.0 1.0 130 ine 153 
CSE Re aA et SIRES ORE Han | 4 6 a) 9 8 
Return on Assets Employed... 6.8 273 3.6 1.9 ie | 4.6 
*Number of Employees........ 4,922 4,975 4,787 4,788 4,927 4,977 


Toronto Meat Packine PLANT—Bast Lasour Rates 


1960 1961 1962 1963 1964 1965 1966 1967 1968 


2 Es hele hey a a 1.85 1,91 1.96 2.013 2.075 2.123 2.373 2.573 2.673 
Ce ae ete Oe 100 103.3 106.0 109.5 112.1 114.9 128.4 138.5 144.5 

Ee ae PS Sas oe 1.72 1.78 1.83 1.883 1.943 1.995 2.245 2.445 2.545 
Inter (1.2): 100 103.5 106.5 109.0 113.0 116.0 131.0 142.2 148.0 


APPENDIX “B-1” 


SWIFT 
ADVERTISING AND PRoMoTION—Ioop PRopucTs ONLY 


1962 1963 1964 1965 
: $ $ $ $ 
Advertising: Cost per CW 254 6 OMI os he oe ook Dek oe seo sou .19 ee 
Pieri Onee OeC er OWece lvoe ae hee ss 2 eee eee eiD .17 .19 .16 
Advertising and Promotion Cost per cwt............-+- .40 .39 38 .38 
Advertising. Cost per $ siles. 205-804 scree TE MB .007 . 006 005 . 006 
Promotion Cost per'$ sales... hoe os. Be. . 004 005 . 006 005 


Advertising and Promotion Cost per $ sales............ 011 011 O11 O11 
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APPENDIX “C” 


SWIFT 
Page 1 
Toronto—Cuoicre STEERS—1965-66 
Cda Swift Cda Reported Tor. 
pine ee Choice Sale Price 
oice rice a 
W.E. Steers Choice Care. Low High Avg. 
NOME O7/64.5. 7c deckes on O00 Cen Sew eee 23.00 40.02 383 42 40.4 
1 Te ey St «SUM eee teen em Dae OU 40.47 39 42 40.4 
2 Re ie lieth st EMRE on. 8 23.50 40.96 394 42 40.6 
1 ae TS Ey, 1 Oe 8 See Oe eae | ee 23.50 40.94 394 42 40.8 
1 PVR tater 2a oN ae ae ae ee OR SBE BON ee 23.50 40.95 394 42 40.8 
De ete ee MeN yep BS. hee kt DUBS 50, 40.95 394 42 40.8 
Leak ere Bais ectawe wise Rte Sw nereteeses ioe po cones neh 23.50 40.93 393 423 40.9 
DA Crea: RS OR ce a 23.50 40.98 395 423 40.9 
RT IT RU dc heed Seeete ht Niles 23.50 40.94 394 42 40.8 
ARR Wy 1) ci Relewe, AN. 5 pt AND: Sn GN TRE POM tae wy Siri eer oes | DBD) 40.97 394 42 40.8 
LGA GD. co <x oo dhacs 5 OOO RES Ae ee, Dade 23.50 40.97 40 42 41.0 
MA PRED ot RARE AEE oe MERCHORIS ocr COVER Zona 41.00 40 42 41.1 
SORE ete tee cs, os is hua tan Ronee isi oie PY 41.02 40 43 41.5 
ALi capbioaber vail cetera saicintesne nin dated 23.50 41.02 40 43 41.5 
1S Pe te a gece ger) 44- RU Rr ere SES fax ham DALE 41.48 40 43 41.5 
D0 SPR Re ROR SS ARO 23.00 41e53 41 44 41.8 
DCT aad dreds s tein, Meee a 23,91 41.57 414 44 42.2 
INIA AIGA Ree Rm Rr a bee ot Ree waren a 24.00 41.58 413 44 42.3 
1S: es. Ee 8. AOE 24.00 41.57 41 44 42.0 
2 aeration tho Shier wate Sa erin ee 24.00 42.01 41 44 42.1 
Ds ORS oi BOR ie ee Bee. 24.00 42.00 414 44 42.1 
D0) 0} Grand ens herrea. SRR REET oy ARNE rn Site 24.00 42.01 413 44 42.3 
eaten. Ta. ae meat meen Ine , . CateN 24.00 42.01 41 433 AD? 
ae en) Rf OR | ie eee ae de hte oe 24.00 42.03 413 434 ADB 
Ye aR, MR SET MEET UES 24.00 42.01 414 434 Os) 
Want 61 oe 3c. oo ote fh aha ice OR eee 24.00 41.63 413 43 42.2 
Ae PET Or eR ios PIO Aas. cee 24.00 41.59 414 434 AD 
1 Ras eee Mabe aie Ants bh ey. Bee eh re. Seawe 24.70 ADOT. 42 44 42.6 
RE ey A EOY SOUS EES TORN See UEC. 8 a 25.00 43.55 424 45 43.6 
11 ere ba Se hei 2. ei UR 25.88 44.56 434 46 44.6 
RLS cue ge see penny me GMa fen ere gate? tee 26.22 44.62 443 463 45.0 
V2 bop Sete eines Be ee Ne ee 27.00 45.56 45 47 46.0 
Ee Cee Pee! NOTED Oe APRS. wee 27.00 45.61 453 48 46.6 
DRIER GAN we. Sane Ne. Rennie: -Temee 27.00 45.06 45 473 46.1 
Juby~ = Bee errr o eee bral i ete ese eeey 27.00 45.56 45 473 46.0 
i ere. 2 ee ee. tt ary Ses MOD 45.60 454 473 46.2 
MT csc Sos 3 Os oe ee eee ee 27.00 ANS 8. 453 47 46.0 
1 Ee ot? ee Aes... ames eae. oe 26.67 45.58 453 47 46.0 
See oN cme reine Me cwan, ke aeliale ts 26.50 45.52 45 47 45.9 
AN CIWO To 5 sen, MER he na a ee 26.50 45.53 45 47 45.9 
ef. oekak MO: «akan SOBs cee oe 26.50 45.51 444 464 45.6 
7A eee Snir emai, eM ee MRO m ES: © EPO 26.00 45.03 43% 46 45.1 
Od els ire uahorte Reeds hers Rae Ee ee ees 26.00 44.51 434 46 44.9 
Betis: V4 pk Os texduadn oe ee 26.00 44.53 434 46 45.0 
UL AbEraw wile pie coon Ee ee 26.00 44.51 434 46 44.7 
Oe Oe koe, «ney RS A eee 25.50 44.50 43 46 44.7 
By di kta oregnaidia ain Ee le Pee 25.50 44.05 43 453 44.5 
BEE NE 8 at. vine) g se eh eal see ee 25.50 44.03 43 45% 44.3 
RI pose cs fercka ey RM en oe ee 25.50 43.60 43 45 44.3 
I GSS 5c SR Regen ORC ne. Serra meme Sa ates Pye 0) 43.57 43 45% 44.2 
SE Par g s  A i e PAG, 43.57 424 454 44.1 


Dec. 


Jan. 


Feb. 


Mar. 


Apr. 


May 


June 


July 


Aug. 


Sept. 


Oct. 
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“C”—Continued 
Cda Swift 
Live Avg. Selling 
Choice Price* 
Steers Choice Care. 
25.50 44.07 
2).02, 44.55 
26.41 45.56 
26.50 46.53 
26.00 46.11 
26.40 46.07 
26.87 46.09 
26.75 46.07 
27.00 47.04 
Dian 47.04 
27.50 47.05 
27.80 48.05 
Pagel 49.75 
28.85 50.03 
28.50 48.71 
28.80 48.49 
28.50 48.50 
28.85 48.40 
28.73 48.43 
28.24 47.97 
28.00 47.01 
28.00 46.59 
28.00 46.55 
27.78 47.02 
26.87 45.31 
26.90 45) 952 
26.80 45.51 
27.00 45.58 
26.79 45.56 
26010 45.54 
26.50 45.50 
26.40 45.46 
26.00 44 64 
26.00 44.56 
UE BV 43.62 
25.45 AS DE 
25.50 43.77 
25.50 44.62 
26.00 45.63 
25.50 45.76 
PASS SO) 45.49 
DRY 44.59 
5 OE 45.16 
26.86 46.49 
26.50 46.07 
27.36 47.09 
27.92 48.06 
28.00 48.16 
27.88 47.93 
27.75 47.54 


* Delivered Store Door Chain Stores, Toronto 
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Cda Reported Tor. 
Choice Sale Price 


Low 


High 


Avg. 


44.60 
44.60 
45.30 
46.10 


46.30 
46.30 
46.20 
46.30 


47.10 
47.60 
47.40 
48.70 
49.90 


50.20 
48.70 
48.50 
48.40 


48.40 
48.40 
48.20 
47.70 


47.30 
47.20 
47.00 
46.10 
45.80 


45.80 
45.80 
45.80 
46.00 


45.90 
45.50 
45.30 
45.10 


44.50 
44.30 
45.00 
45.70 
46.20 


46.20 
45.60 
45.30 
45.30 


48.20 
48.30 
48.30 
48.80 


48.80 
48.20 
47.60 
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APPENDIX “D-1” 
SWIFT 
Page 1 
Swirt Fresu Pork SE.vuiIna PRIcEs 
DELIVERED CHAIN STORES—TORONTO 
Period W/E Nov. 7/64-Oct. 29/66 
Price Price 
Price N.Y. Price Ney 
W.E Loins Shoulders W.E Loins Shoulders 
INO me (agl GO4ete ie troce 50 Bul INGV2 tO ee 66 46 
[es Benes. 5. Ae eee 50 31 Se Ss Ae is ee 64 46 
aS J. Sena ae 50 30 DOOR 5 UR DR. 3 644 47 
fo On er! eee 50 31 V1 ee Some ie eee 65 48 
ig elena 49 304 Dee." Cee Ae ee 65 49 
1D,» (a aie 49 20) 1 Li hak ee Me, td 65 apy 
ee asl beaten 50 32 TO eee 65 53 
PAU RENT be, Rea ea eee 48 304 Ps AA, eet ety 3 64 53 
aE, LOGS es esis 47 32 Jan.! PAISG6 ae 633 33 
0) 2 ent 47 32 Ste B LAL ee ee 64 oo 
NG Ree Mee ccs? 48 32 Oe ees sae 63 53 
Be 8, EN PU ge ea ei 47 32 OD Wek Vay 634 53 
BOE she os Ue en 48 32 DAL Fry eee ei Be 65 55 
by sre) A ea ne» Aaa 49 33 Pébs Geet i5 cea 66 544 
re Ns, 5. ee 49 35 Vee, et Eee 9 GE. 66 544 
Oat ea We rs eg 50 36 OTe be RE 664 55 
Di Me amet Me 49 35 20) ee eA ore 66 56 
Migr RaG sea) me hen 49 35 Mar poreeee ries ee 65 55 
Sia eeted yet ee ala. 48 35 [Decent ence, She 614 54 
es SEEN 48 35 iS Se ee 58 50 
2 ROD, 5, Set ee 47 34 OG: .eeterthea ees 554 46 
ADE AEG S11 cee hn a 7 34 Apres Been te se cee 544 43% 
SOA A. Pareto tie 46 34 as ee eo, A 544 41 
Ly ae See ae 45 333 oo eo 52 40 
eka) A Va aise 453 33 DB SS isos 52 40 
= eS ees | 52 40 
Ae Ce | ee 45 33 
Bi Mee bd eo 453 335 May (Tesmi vera daa 52 394 
Le ck ee a ee 453 33 c oee) eee © 52 40 
15) DG, :, SUN Ae Ss 47 33 Dae eee 56 42 
3) ROLE Us ae. 49 333 D8 ied tee eo be 643 47 
SRR 3), eee ae ls 2 51 35 June» 46.90 Ves. 88 643 47 
VE ee as 57 384 re 2 eee ee 7 64 47 
BO <8 Se Lee 574 384 Tees 544.408 634 46 
IONE os, «als Raed trees 61 40 1 64 47 
JOINS 52 2h AO ASS has 603 42 July: + -2008e.c5 4. 2st 634 463 
1) ee J. eae 60 41 eee. 634 463 
crane 1. Sie Eh 58 40 Cl eee | 62 45 
ec) Ge os ea Bt 40 Et) ae eee 624 454 
1? |. Rete er 58 40 Fy | Peay 8 els Ree oie 63 463 
At. 1 ny!) ee Sea 59 40 Aug: O8.9hi.,..54 084 63 46 
LES ehe eames 58 41 th ee 63 47 
4 SERED, Leek a 58 41 ye eee ee ee 65 473 
Ya LORY Cane Bae 59 41 Pa iimsdin ed Ses 623 48 
Paes. 5 Rohe his a 58 40 Sept.- -Stc$d..+..00580 62 47 
ie. aie ie 58 40 104. Mes canna ete 624 47 
Lf a mei tae Lepr Siete 58 40 176 Se See 644 47 
1 ER ree pio“ 58 40 PPE OR a 67 47 
(28, > (le aati ren ae 59 41 Ooty “Th.08 3 3 67 47 
OP airs SOME. 64 43 both se Se 664 463 
SS Garren ne 65 45 163. ik ee 66 464 
are ie ee eC 67 47 ps 1 66 46 
10) 2 Oe ene 67 48 Dee uk ie ieee 65 463 
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ne — ann 


O.H.P. Green Premium Green 
Wkly. Bellies 1# Sliced Hams 
Weeks Gr A Avg 8/12 Bacon 16 Dn 


1964 
Noval i..-9 26.79 31 N/A 40 
~eeopiaclt 26.91 31 re 40 
gh wey 27.06 303 ae 40 
fA BERee 27.70 293 403 
PTs ye 27.75 293 cis 42 
DeGaahs ssc 0s 27.47 293 ie Al 
Wel SS4 26.61 293 ” 403 
a De: 26.87 293 vi 41 
eee 62.52 294 62 41 
1965 
PAN RAL sce se 26.43 294 62 40 
DA, .€ 26.88 30 _ 62 403 
I enacal 28.08 30 62 42 
- eter Zitk 32 63 42 
yf an 28.66 33 64 42 
es Re 28.31 oo 64 42 
Didies we 27.26 334 64 42 
Aerts sie 27.86 304 64 42 
Dik tele 27.35 33 64 42 
Maron hav. i 27.36 34 65 43 
Yo 27.23 33 65 434 
SRkGw 27.83 324 65 444 
Bo ats 27.91 BY 4 65 43% 
Aprils i425 27.72 324 65 43 
VA ee 27.22 30% 65 423 
a 27.52 35 65 43 
ae 27.94 363 65 43 
pe ian Boa 28.74 363 67 433 
(MOS 29.71 37 67 44 
regan oe 30.60 393 684 46 
Ay 24%) 31.72 40 71 48 
ys aes 32.59 403 75 483 
June Pls. ts 0% 34.25 42 78 50 
Pa Rg 34.87 44% 814 51 
Riarspig 35.99 46 83 52 
7 ea 35. 64 45 83 52 
daly el. be es 35.18 47 83 52 
re 35.97 49% 83 52 
Ba ake 36.38 51 83 524 
36.41 52 81 525 
Augysks in 35.86 523 81 524 
> Anti laf 36.03 54 84 524 
3 eee 36.64 54 84 52 
: See 37.00 52 87 51 
Brees 36.71 48 84 49 
Sept,a1....., 36.46 48 84 48 
en Rd 36.28 49 82 48 
re aioe 36.77 51 82 48 
ed 37.21 49 83 48 


| ok OM age 


Sknd 


Hams 


Green 


Picnics 


Hekls 


Smoked Green 


Hcekls 
Picnics 


Boston 
Butts 


aks 
Cryo 
Cottage 


455 
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O.H.P. Green Premium Green F.C.Pt. Green Smoked Green S.P. 
Wkly. Bellies 1# Sliced Hams Sknd Pienics Hckls Boston Cryo 
Weeks GrA Avg 8/12 Bacon 16 Dn Hams Hekls_ Picnics Butts Cottage 
Ot. eae 36.66 48 84 48 58 38 48 49 60 
oie 35.89 48 85 49 58 383 48 50 62 
eats 35.40 47 84 49 59 38 48 50 62 
sake, 30. Lo 474 84 473 573 39 50 50 62 
NOveat sci. 35.87 46 82 51 62 41 50 50 61 
ere 36.78 46 81 55 67% 414 51 53 61 
Clete 37.89 47 81 56 70 442 53 56 62 
ee 38.80 50 81 58 71 45 56 563 64 
Leto Ne 40.07 56 85 60 714 47 57 564 693 
Dee we. 2c 41.96 53 91 62 (2 45 58 55 693 
sale Ae 41.56 53 91 61 1h: 43 56 53 704 
aes: 41.43 53 91 60 72 43 55 54 69 
hi 42.23 53 91 594 75 43 54 53 69 
1966 
Jat ie. ce: 41.43 53 91 60 75 412 53 514 67 
ae 42.61 534 90 60 io 413 53 514 66 
ras 42.98 54 87 61 Tes 43 54 53 65 
ANAS AE 43.03 54 89 62 75 45 56 oo 68 
Feb. 43.96 55 99 624 ts 48 57 58 70 
he Sen 43.82 55 99 624 75 48 574 58 713 
Feito 43.06 534 95 62 75 482 58 58 72 
i 41.14 53 95 61 73 48 57 55 72 
39.87 51 100 584 71 48 ae 55 70 
MAES LG cites § 31.05 47 99 56 67 43 54 52 68 
ee 34.51 44 96 52 67 40 53 49 66 
Bo. tases 34.15 43 90 50 67 39 50 48 63 
Bas aie 34.20 44 79 48 64 35 50 394 61 
Apraer 2. Bo. tt 472 80 45 60 35 48 40 56 
ene 32.90 48 80 45 61 36 48 4] 53 
rn ade 32.39 48 88 46 60 SM 49 4134 51 
eae 32.47 47 88 47 61 oF 49 4] 53 
Maviele...... 34.31 47 88 47 61 38 48 41k 55 
Roe we Bile oxel 49 86 50 61 403A 51 44 54 
ae ol .oe 504 88 51 61 4] 52 45 57% 
ae. 37.60 54 89 51 63 423 53 46 574 
eS) 37.86 54 93 50 63 42 a4 46 574 
SURO’ Es hea 38.27 544A 93 492 63 42 53 47 584 
HA, gab 38.24 54 93 482 63 42 53 49 594 
Mncts 38.45 53 91 48 61 403 Ba 49 604 
Macrers/s 37.63 52 91 47 61 40 53 49 614 
SLVR es cu x 35.55 51 91 473 62 38 53 49 614 
Bie rssh 34.80 51 91 49 62 37 o3 49 614 
ee ce 34.43 51 92 51 64 Bi 53 51 634 
ee 34.69 o2 94 51 65 36 53 53 664 
Aug. 33.55 56 95 oF 66 364 53 56 683 
cre 33.87 573 98 52 66 Be 54 Of 734 
eee Bly 57 104 51 67 36 54 57 734 
ae cae a5 (OVE 55 103 463 67 354A 54 55 734 
ee 33.86 53 103 45 67 35 51 553A 734 
peptgel..2.s. 33.78 54 103 45 67 35 51 55 73% 
= Ee Base 544 103 46 67 36 51 ny 733 
Ree oo SoL00 53 103 464 63 374 51 544 71 
cere. - 33.39 503 98 473A 63 39 53 523 71 
(afc et 34.00 50 98 473 63 393A 53 514A 68 
5s yan 33.66 49 94 49 64 41 54 52 67 
Re, 33.29 47 94 48 63 41 54 49 67 
Se 33.78 45 93 47 63 39 53 46 67 
iA... eee 
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—Upon resuming at 3 p.m. | . 

Co-Chairman Mr. Basrorp: Honourable senators, and: members of the House 
of Commons, this afternoon we have with us witnesses from the Canada Packers 
Limited of Toronto. Mr. W. F. McLean, President of the Company, is on my left 
and next to him is Dr. G. F. Clark, a Vice-President of the company. 


Mr. W. F. McLean, President, Canada Packers Limited: Mr. Chairman, honour- 
able members of the Senate and members of the House of Commons, I would 
like, if I may, to read through this brief rather quickly and stop at certain 
points and refer to some of the exhibits, merely for the purpose of trying to 
make it easier for you to find the figures you wish to find. vr 

Canada Packers Limited, a Canadian-owned company, is a processor of meat 
and meat products, poultry, vegetable oils, shortenings and margarines, canned 
and frozen vegetables, peanut butter, gelatine, dairy products, animal feeds, 
chemical fertilizers, soaps and detergents, leather, organic chemicals, bulk 
pharmaceuticals and fine chemicals. The company also operates public cold 
storages, a bag manufacturing plant, and a foreign trade division with offices in 
Toronto, New York, Los Angeles, London, England, and Hamburg, Germany. 

Exhibit No. 1 is a copy of the company’s annual report for the fiscal year 
ended March 26, 1966. . aoLiGe2 % 

Exhibit No. 2 is a five-year consolidated profit and loss statement for the 
company. ) . 

We can refer for a moment to Exhibit 2, the left-hand column, which 
represents the year 1966. This profit and loss statement is made up in a relatively 
conventional way, starting out with invoiced sales. Each of these figures is 
expressed in total dollars and as a percentage of the net sales. It starts with the 
invoice value of sales at $722 million. Then it gives the cost of livestock and all 
other raw products, $528 million; other costs; then it shows the profit and the 
deduction of interest of minority shareholders in profit of subsidiary companies; 
ending with the net profit for the year, $8,521,000. Below that, at the bottom of 
Exhibit No. 2, there is shown the return on investment (Capital investment 
equals depreciated fixed assets plus investments, plus working capital), at 9.7 per 
cent. This is not the total assets: The current liabilities have been deducted from 
that calculation. In fact, it is the capital plus surplus of the company, or very 
nearly that figure, because in fact we have no fixed debt. The figures are shown 
for each of the five years 1962 to 1966. The fiscal year ends on March 31 in each 
case, and this should have been marked on the sheet. | 

A little more than half of the company’s total dollar sales are accounted for 
by products derived from livestock. ¥ 

Exhibit No. 3 is a five-year profit and loss statement for Canada Packers’ 
operations in products derived from livestock. 

You will notice that this table runs in the opposite direction from that of 
Exhibit No. 2. I apologize for that: It was due either to bad proof reading or our 
Chinese accountant. You will notice that the year 1966 is in the right hand 
column. 

Referring to Exhibit 3, the figures there are given in cents per pound in 
each case, Meaning cents per pound of sales weight. For imstance, the 29.64¢ is: 
the amount paid for livestock, total dollars paid, divided by the total sales 
weight. 

The statement shows the results of the company’s operations in all meat 
products and meat by-products (such as hides, tallow, etc.) resulting from the 
slaughtering and processing of livestock. 
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Profits after tax from these operations expressed as cents per pound of 
product sold and as a percentage of dollar sales have been as follows: 


Cents Per Percentage 
Pound of Dollar Sales 


¢ % 

Po TS al are Roh a 0.162 0.47 
1963 ..... = ee ee ee ered 0.43 
WOG4eo 7506 Gs . ausigetiode 2G, elke 0.096 0.27 
LBS WS .Glibtran « ahdsoes . Bahouenene 0.217 0.64 
GOO ey SP OREO EIT Gi 0.191 0.52 


_ Because of the difficulty of identifying and separating fixed assets employed 
in this section of our business, it is not possible for us to make a precise 
calculation of the return on investment in the livestock section of the business. 
However, approximate calculations show that the return on investment in this 
section of our business is less than the return on investment for the total 
Company, which is shown for five years in Exhibit No. 2. 


} You will note from Exhibit No. 3 that the cost of raw materials accounts for 
a large percentage of the dollar sales. For example, in 1965 the cost of raw 
materials accounted for 77.0% of the dollar sales; all expenses accounted for 
21.7% of dollar sales,.and profit before tax accounted for 1.3% of dollar sales. 


One of the characteristics of the meat packing business is that the ratio of 
expenses to profit is unusually high. For example, in the figures just mentioned, 
total expenses amount to sixteen and a half times the profit before tax. The 
operating significance of this is that control of expenses and efficiency of 
operation is of great importance and is a primary management consideration. A 
small percentage increase in expenses can produce a very large percentage 
decrease in profit, whereas careful control of expenses and efficiency of operation 
offers the opportunity of a satisfactory return on investment. 


The total wage and salary cost of the livestock section was about $34.9 
million, or 3.97¢ per pound, in 1962 and $42.0 million, or 4.12¢ per pound, in 
1966. ve ae 


These figures indicate that wage and salary expense per pound increased by 
3.8% in the four-year period. 


During that same period, wage rates increased by about 13.0%. This 
indicates an improvement in productivity (that is pounds of product per person 
employed) of about 11.0% in four years. This figure is not precise because the 
product-mix was not exactly the same in the two years concerned. Since there 
has been a continuing tendency towards a higher degree of processing, the actual 
productivity improvement on equivalent form of product would be higher than 
this estimate. | 


We believe that the committee is interested in the cost of advertising and 
packaging. 


ADVERTISING 
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Canada Packers’ total expenditures for advertising of all the company’s 


products were: 


Products Derived from 


Total Company Livestock 
Expenditure Expenditure 
Expenditure of Sales Expenditure of Sales 

as Percentage as Percentage 
% % 
Fiscals 1963 si .0G 1. $ 4,581,890 0.78 $ 1,191,127 0.36 
Po eT OCES MHS FS $ 4,532,846 0.76 $ 1,363,921 0.41 
Ud, eLOGR VAS. 70 $ 4,480,359 0.73 $ 1,531,283 0.44 
Vv rUYIGS1Ay. Ree $ 4,745,604 0.68 $ 1,490,121 0.38 


These figures on advertising include advertising and sales promotion of all 
forms. This was not clearly stated in our brief but should have been. In other 
words, they include all media advertising, store promotions and so on. 


The advertising expenditure per pound for some meat products is given in 
the following table: 


Advertising Cost Per Pound 


Fiscal 1963 Fiscal 1966 
#1 G5 ty Meng cee ier aI eee teh 0.36¢ pny 
SMowmed Hamish), DHE. EPR Rae 5 teal £5 0.93 
Bacon "DIRHOo! SOMA LTO yt Ma: 0.42 0.86 
Total Smoked’ Meats!4%. s900. Gan. 0.50 0.64 
LOLA COOKE IVLCAUS) ox a. cp0) che dus sine sales 0.51 0.61 
PACKAGING 


The following table gives a history of the cost of packaging materials for a 
number of meat products; Looking at the table “Cost of Consumer Packaging 
Materials—Toronto,” you can see the series of figures from 1962.to 1966 giving 
costs for saran wrap and board, or flat package, for Maple Leaf Weiners. 


COST OF CONSUMER PACKAGING MATERIALS—TORONTO 


Fiscal Years 


1962 1963 1964 1965 1966 Current 
¢ ¢ ¢ ¢ ¢ ¢ 

Maple Leaf Wieners—1 lb. 

Saran Wrap & Board ........ T4782 5I8 tS P51 1-559" T7146 

Vacuunr Package ie icc. cases s 1.770 
Maple Leaf Bologna—1 Ib. 

Saran WEA. G2 DOGG se me sess 1-726  1.601,.7 L011. 7 1.008 6. boaou 1.951 
Maple Leaf Bacon—1 lb. 

Saran Wrap & Board ........ 2.996 3.026 2.841 2.841 2.991 

WaACUUID. PACKABES 4.60.00 + sap 4.390 
Maple Leaf Cooked Meats—6 oz. 

Vacuum Package & Labels .... 1.202 1.196 1.206 1.224. 1.318 LLG 

Equivalent Cost per lb. ...... 3.205, .3.189....3.215.. 3.263. ...3.514 3.514 
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The figure in the last column, 1.770 cents, is the current price of the vacuum 
package. There is no. series for that package, since it has only now come into 
current use. 

You. can see some history of the cost of packages in this group of products. 
BEEF 

Exhibit No. 4 shows the approximate disposition of an average beef animal 
in Canada. Most beef is sold fresh and most of that in carcass form. In recent 
years there has been an increase in the proportion sold in the form of fresh 
wholesale cuts. 

Just looking at Exhibit No. 4, I want to be quite clear that this does not 
represent any one beef animal. This is our estimate of the composite average of 
all grades of animals in Canada. You can see from the chart that the average live 
animal weighs 965 pounds. This produces an average carcass of 490 pounds, cold 
dressed weight. Of this amount, 321 pounds are sold as carcass beef. 

I want to be clear again that we are not cutting out 321 pounds of each 
carcass and selling it as carcass beef. This is the average of all animals sold as 
carcass, beef. One animal might be sold as carcass beef and another animal might 
be cut up and sold as something else. 

Now, beef cuts represent approximately 88 pounds, of which 84 pounds 
are fresh cuts and 34 pounds are frozen cuts. These frozen cuts are frozen for 
contract sales or they are frozen for later sale. There is a small amount of beef, 
about three pounds, which is used for salt-cured beef. 

On the other side of the chart you can see that about 78 pounds of beef goes 
for boning, giving about 54 pounds of boneless beef, 454 of fresh and 84 
pounds of frozen beef. Out of this quantity 45 1/2 pounds are sold fresh and 
some goes for various purposes such as hamburg, and so on. 

There is also wholesale boneless beef, some of which is sold fresh, some 
which goes for canned beef and some which goes for cooked meats. 

Exhibit No. 5 reporduces a typical beef cost sheet for February, 1966, to 
illustrate the. cost of processing a live animal from receiving it through to 
delivery of the beef carcass to the purchaser. 

Also shown is a list of by-products produced, the expense to process these 
by-products to a saleable form, and the return from their sale. 

Just going through this exhibit quickly, there is always some percentage of 
carcasses which are condemned, and this is amortized over all of the carcasses. 


Mr. URIE: This is by the Department of Agriculture, you mean? 


Mr. McLEAn: Yes, by the Health of Animals Division. If you look at the 
chart in the left-hand side you will see that the live animal weighs 1,050 pounds; 
the price is 28.72 cents per pound and the cost per animal is $301.56. The buying 
expense is 60 cents; the stock pen expense is 43 cents; the slaughter labour is 
$1.80;.the allowance for condemnation is 43 cents, for a total of $304.82. 

Below that you can see that the net returns from by-products produced is 
$29.51, so that the cost of a 5984 pound carcass will be G2 Seale 

If you turn the page to the second half of this exhibit, you will see where the 
$29.51—by-product credit—comes from. In the left column is a list of the 
by-products, divided in this case into edible and inedible products. The first 
column shows the weight of each product. The next is the selling price at this 
date February, 1966. The next column shows our selling cost and our package 
cost, and the following column our processing cost. For example, when a liver is 
removed from a beef carcass it must be transported to a chilling room, 
transported to the dock and loaded. The sum of those three columns gives the 
cost of doing that. 

Then if you deduct the sum of those three columns from the selling price 
you will get our net return for the liver. The selling price on the left, in the case 
of liver, is 35 cents, if you subtract 1.18¢ and 1.20¢ and 3.45¢ you get 29.17¢ 
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per pound which is the net value in cents per pound, and since there are 104% 
pounds in a liver that is 29.17¢ times 10.5, which is $3.05 per head. The sum of all 
those per head values for all by-products comes to $29.51, which is the figure 
shown on the cost sheet for by-product credits. This is deducted from $304.82 to 
arrive at the $275.31. So moving over to the column on the right-hand side of the 
cost sheet you now have a carcass weighing 598 pounds at 46 cents per pound 
with a total value of $275.31. 

Then is added cooler labour, 28 cents per pound and a total of $1.68 per 
carcass. Then follows services, maintenance, supplies, plant expense, loading, 
municipal taxes, and office, 90 cents per pound, and the total of $5.39 per head. 
Services include such things as the boiler room, refrigeration plant, janitor 
service. Maintenance is obvious. Supplies would be things like shrouds for the 
beef, and so on. Plant expense, loading, municipal taxes, office, are, I think, fairly 
obvious. That amounts to $5.39 per carcass. Fixed charges are $2.39. The total 
cost is $284.77 per carcass. Selling and delivering cost, that is, in the Toronto 
area, is $1.05 cents per pound or a total of $6.28 for a carcass. Therefore, the total 
cost of carcass including selling and delivery is $291.05. That carcass quoted on 
the wholesale market at Toronto is valued at $292.96. 

The net return from the by-products ona choice steer is a little greater than 
the expense incurred in processing and selling the beef carcass, so that the net 
cost of the carcass to the purchaser is actually less than the cost of the live 
animal. 

Exhibit No. 6 compares the market prices of choice live steers with the 
wholesale price for choice (Red Brand) steer beef carcasses from January 1962 
to July 1966. The price relationship is apparent. There is some variation in the 
price relationship. This is to be expected because: 

(1) The live grade is not precisely related to the carcass grade. There 
is always a percentage of steers which are graded “Choice” alive that 
produce carcasses of lower than “Choice” (Red Brand) quality. This 
percentage has seasonal variation. 

(2) By-products are sold to both the export and domestic market. 
By-product prices are therefore determined by world supply and demand 
rather than domestic supply and demand. By-product prices move in- 
dependently of live cattle prices. Exhibit Nos. 7, 8, 9 and 10 show a 
five-year record of the price of edible and inedible tallow, dry rendered 
tankage and heavy native steer hides. In Exhibit No. 9 the value of the 
inedible by-products is in February 1966, $17.16 per head. The value in 
October 1962 was $14.50 per head. October 1966 was $13.54 per head. 

(3) Finally the packer may make a profit or a loss in varying 
degrees. The influences of supply and demand make it inevitable that 
there will be periods when losses will be incurred. 

By careful attention to overall efficiency and because of increasing 
volume, we have kept the expenses of processing cattle under reasonable 
control. 


. From 1962 to 1966 the average processing expenses in our plants increased 
from 1.901 cents per pound to 1.947 cents per pound. 


PORK 

Exhibit No. 11 shows the approximate disposition of an average hog in 
Canada. You will note that from an average carcass weighing about 156 pounds, 
about 52 pounds is sold as fresh pork, about 49 pounds is sold as cured meats in 
various forms and about 13 pounds is incorporated in sausages, wieners, other 
cooked meats and canned meats. The letters SP mean not smoked. They 
originally stood for sweet pickle. Each of the product groups shown on this 
exhibit represents a substantial variety of products and the actual number of 
items derived from pork offered for sale is very large. For example, the block 
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marked ‘Smoked Meats’ represents a large number of individual products such 
as smoked bone-in hams, smoked boneless hams, smoked picnics, smoked butts, 
piece side bacon, sliced side bacon, piece back and sliced back bacon. 

In order to trace the relationship between the price of hogs and the price of 
various pork products, it is necessary to describe briefly the costing system used 
by the meat packer. This is commonly known as a joint-cost system. 

The packer buys a whole animal and sells the fresh meats, processed meats, 
cooked meats, canned meats and byproducts produced from it. 

He knows the cost he has incurred in buying and processing the animal and 
he tries to sell the total of the meat products and by-products produced to give 
him a total return greater than the cost of the animal and the costs incurred in 
processing it. 

It is important to recognize that there is no way of determining the cost of 
any one product unless the return for all the other products is estimated or 
known. 

The packer must sell all of the product. He must therefore adjust the 
relative selling prices of different products so that all of the product can be sold 
in equivalent quantities and try to do this at such a selling price to allow him to 
recover his costs and make a profit. 

The relative value of one product to another is determined by the relative 
market demand (which continually varies) and the restriction that the products 
must be sold in the same relative volume as they arise from the pig. 

The total return from the sale of all the products determines the price which 
the packer can pay for the live animal and still make a profit. 

The above explanation is oversimplified because there are many multiple 
choices which can be made about the form of the finished product. For example, 
the picnic cut can be sold fresh on the brokers’ wholesale market, fresh to the 
retail trade, cured as an S.P. picnic, smoked as a smoked picnic, canned and 
cooked as a canned picnic, and boned, ground and canned for use in luncheon 
meat. 

The first step in processing a hog carcass is to break the carcass into 
“so-called”’ primal cuts. These consist of (from each hog): 


Percentage of 


Name of Cut Carcass Weight (156 lbs/carcass) 
oO 
enicnicst "ay FY fe pos). sree: 3.3 
2. Butts. fie asor ORT, der obad: 7.9 
or Lidins 8 Sx ee Baan ew 14.4 
2) Bellies Wi, Daayop, brie ions Vey 
2 Hams’ 2: spe rinoee ad, Law ae 20.9 


64.7 (101 lbs of primal cuts) 


These primal cuts are pretty well standard in the industry and are widely 
bought and sold between processors and packers on the so-called brokers’ 
wholesale market. 

Exhibit No. 12 is a cost sheet showing the expenses involved in processing a 
live pig to the stage of primal pork cuts and the distribution of the cost among 
the primal cuts. The figures shown are actual values and expenses for the week 
ended June 11th, 1966. The expenses on this sheet are factory expenses and 
include no office, selling or administrative charges. 

I call your attention to a correction: On Exhibit No. 12, sheet 2, at the 
bottom, the figure 5.08 should be 50.8. 

On Exhibit 12, on the right hand side, for comparison purposes we give the 
quoted value of primal cuts on brokers’ wholesale market. In other words, this is 
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what primal cuts were being offered for at that time. The table shows that in fact 

if you rebuild the hog from the wholesale market you arrive at a value of $51.89, 

oe the cost to produce these primal cuts from the hog at that time was 
53.45. 

Also shown on Exhibit No. 12 are the quoted brokers’ wholesale market 
prices for the primal cuts. 

You will note that the total cost of 101 pounds of primal cuts from a hog was 
$53.45 and the quoted value of the same primal cuts on the wholesale market 
was $51.89. 

In fact, if these cuts had been sold on the wholesale market, they would 
have been wrapped—some of them would have been frozen, and they would 
have to be delivered to a local storage or plant. 

As well as this, administrative and office overhead would have to be added 
to their cost. 

The total cost of these charges is about 2.5¢ per pound. Therefore, the return 
from these pork cuts, had they been sold on the wholesale market, would have 
been approximately $49.39, whereas their cost to produce from the pig was 
$53.45—a loss of $4.06 on the primal cuts resulting from one hog. 

Canada Packers does not, of course, sell all of the primal cuts on the 
wholesale market. We are both buyers and sellers of primal cuts on the 
wholesale market in different parts of the country, and at different times. 
However, the brokers’ wholesale market represents a very substantial volume of 
trading in total, and is a readily available source of accurate market price 
information. 

There are a good many meat packing plants in Canada which produce more 
primal pork cuts than they use in their meat processing operation. There are also 
a good many meat processing plants in Canada which either do not produce 
primal cuts at all, but purchase them on the brokers’ wholesale market, or which 
produce fewer primal pork cuts than they ned for their processing operation. 
For example, our Toronto plant processing operation is supplied with about 75 
per cent of its primal cuts from its own slaughtering operation and buys the 
remaining 25 per cent of its requirements on the wholesale market. 

Thus the quotations for primal cuts on the brokers’ wholesale markets serve 
as a bench-mark to compare the market value of the primal cuts from a hog with 
the price paid for hogs. 

We have made this comparison over a period of time. For one week in each 
month from October, 1963 to July, 1966 we have taken from our Toronto plant 
records the price paid for hogs and have added to this the factory expenses of 
killing and cutting, and deducted the by-product credits to arrive at the factory 
cost of the primal cuts from those hogs. For the same weeks we have taken the 
quotations of the brokers’ wholesale market for the same primal cuts and have 
combined them to show the market value of the primal cuts from a hog. The 
month-by-month comparison of these two calculations is shown on the chart 
which is Exhibit No. 13. 

In calculating the cost of primal cuts from the hog, no expenses have been 
added for administrative overhead, selling or other additional expense necessary 
to sell the cuts on the brokers’ wholesale market. Therefore, the figures for the 
cost of primal cuts from the hog and the value of primal cuts on the wholesale 
market are not on an exactly equivalent basis, but they serve to compare the cost 
of cuts with the market value of cuts on a relative basis for a period of time. 

The chart shows that the hog market is closely related to the market value 
of primal pork cuts. 

You will note that in the latter part of 1965 and during 1966, the market 
value of primal cuts declined relative to the price paid for hogs. 

This trend was caused by a relative shortage of hogs in Canada and, at the 
same time, a relative shortage and high hog price in the United States, so 
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Canadian demand could not be supplied by American product. This resulted in 
severe competition among packers for the purchase of hogs and, therefore, a high 
price for hogs. The consumer demand for pork products did not warrant these 
high hog prices and the meat packers were unable to recoup the cost of the hogs 
plus expenses. This resulted in a substantial loss on pork products during this 
period. In the case of our Company, pork products showed a loss of well over 
$1.50 per hog during parts of this period of time. This compares with a profit of 
about 60¢ per hog in fiscal 1963, which was the most profitable year for pork 
products in the period covered by Exhibit No. 13. 

We have shown the relation between the market price of hogs and the 
market price for wholesale primal pork cuts. 

Any individual primal cut is not as closely related to the market price of 
hogs since the relative value among the primal cuts varies from time to time 
according to market demand and the supply of the cut in question. 

We have available charts of the wholesale market for each primal cut for the 
period from 1960 to 1966. These charts represent considerable detail and we are 
hesitant to press upon this committee information which may not be of much use 
to them, but if you wish copies of these we will be glad to supply them. 

As well as the influence of Canadian supply and demand, the price of any 
individual primal cut is affected by United States’ supply and demand for that 
cut. There is a substantial Canadian import and export trade (mostly with the 
United States) in frozen pork cuts and sometimes in pork carcasses. For 
example, in 1965 Canada exported 36.5 million pounds of hams and imported 2.2 
million pounds of bellies and 4.2 million pounds of butts and picnics. In 1963 
Canada exported 18.0 million pounds of hams and imported 10.0 million pounds 
of bellies, 12.0 million pounds of butts and picnics and almost 25.0 million pounds 
of hog carcasses. 

The duty on pork products from the United States is 1.25¢ per pound and 
the freight to the Toronto area is in the range of 2.50¢ per pound. 

Therefore, the much larger American market in pork products puts a floor 
or a ceiling on our market for primal cuts and hog carcasses, and thus affects the 
Canadian hog price from time to time. 

We have demonstrated that the composite value of primal cuts is related to 
the market price of hogs. Within the limits of time, it is not possible to trace each 
primal cut through to its many final products. However, as an example, we have 
chosen the belly cut and wish to follow it through to packaged sliced bacon for 
you. 

The belly cut is very suitable for illustration because it results in a limited 
number of finished products and is, therefore, relatively easy to follow through 
the processing and packaging operations. Also, in the last few years, there has 
been a very strong demand for bacon in Canada and Canada has been a 
substantial net importer of American bellies for the manufacture of sliced bacon. 
This has meant that the wholesale prices of bellies has been strong compared to 
most other pork cuts and bellies have absorbed a relatively greater share of the 
increase in the price of hogs than most other primal pork cuts during the last few 
years. 


BACON 


Side bacon is produced from the primal belly cut. The belly is derinded, 
cured, smoked, chilled, sliced and packaged. These processes are surprisingly 
complex and require careful control and substantial technical know-how to 
produce a quality product. The investment in plant and equipment amounts to 
approximately five hundred to six hundred thousand dollars to produce 50,000 
pounds of sliced bacon per week. 

I might say that this figure probably needs a little explanation. It is the bare 
cost, if you already have all of the services available, such as a boiler house, a 
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steam supply, refrigeration and the rest. It would be the cost of putting in the 
sliced bacon department in an existing plant, so to speak. 

The whole process from a fresh or frozen belly, then, requires about eight or 
nine days. 

Exhibit No. 14 shows a typical cost sheet for producing finished bacon in 
one-pound vacuum packages from a fresh “Number 1” commercially trimmed 
belly. 

If we can turn to Exhibit 14 for a moment we can see the cost of processing 
a belly: 


COST OF PROCESSING BELLY 


Weight Price Cost 
ebay bel ws per Lb. per Belly 
Sel hm 2 es eo cra vce be ec tS 10.30 49.00¢ $5.05 
He SY 5 GOL Wat ela eR ea ee a er pi 1.24 8.65 aig | 
mermoaea belly .trevte acd and. 9.06 $4.94 
Galpn ly Gge er. retin to.) tot i. +! 82 
Muredstpbelevin. mars Caiall. the rajeti: 9.88 
Gitsinie Wabash betes . ei bit Die 0.59¢ $0.06 
OLneriC line 4tcXDENSES oo es was: 1.62 0.16 
ITLOK Lio es La DOUG aie lag Weetand @ erepsions. «9% 0.40 0.04 
Other Smoking Expenses .......... 0.99 0.10 
$5.30 
Smokiner Shealet: \aeioay. df k ail. : 0.79 
Cured & Smoked Belly ............ 9.09 $5.30 
Cnvline “Sheinkicsies ..il. OF. ot Asch 0.18 
eC COI re a. ee atte Petes ols 8.91 Ib. 59.48¢ $5.30 


Now, on the other side of the chart you can see the cost of producing sliced 
bacon. 


COST OF PRODUCING SLICED BACON 


Weight Price Cost 
Lb. per Lb. per Belly 
PIG C CACO Aa Ahi, dese dana pussy neiye Se 8.91 59.48¢ $5.30 
Laabour for, SLICINg, «ans o's cpepeqe) BoM 0.29 
PORK AGOS jee denies: bmwers reese dele 8 ots 0.44 
MAL CTIOIS Bios chvccoetcrtushan tly taa<d 0.01 
Expense for Services— 
Maintenance, Supervision and 
CUR COL dem: Br, pits: eunrade retiiect 0.45 
Apvestieiney 122 8t aes, ool ok 0.07 
MexcotChareces AA. Wet. Seascale 0.15 
Selling BP DWeliveryo? were ot 0.13 
$6.84 
Product Produced: 
MaplesLeat Bacon) .204 oe). «ns 6.24 lb. 
Deyo Ss Bacon GOI «296%! 69.04 1.60 lb. 
Supilee, Bacom 14.1)... sera . 0.62 lb. 
Bacon Ends & Trimmings ..... O:2.7okb. 
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At the bottom of the page you will see a summary of expenses in the whole 
process all expressed on the basis of the finished weight. 


COST PER LB. OF FINISHED PRODUCT 


¢/Lb. of 
Finished Product Per Belly 

Cost of Fresh Derinded Belly ...... 56.5¢ $4.94 
EXPENSES qa DOUTs 4 cei ccicd ade bei 4.5¢ 

Other Expenses ........ 833% 

Packages » sn cittpbatine wins 5.0 

POVETIISIN Gi c.5 sb. eee. 0.8 

Bined Charges: ab esc is 1.7 

Selling & Delivery ...... 1.5 21.8¢ 1.90 
GE AH OSES ta. cl bile iet ee ie ea 78.3¢/lb. $6.84 


* Includes approx. 2¢/lb. labour content in services such as maintenance, 
steam, etc. 


From an average Number 1 belly weighing 10.30 pounds, we produce a 
derinded side weighing 9.06 pounds. From this we produce a cured and smoked 
side weighing 8.91 pounds. 

This cured and smoked side yields: 


70% or 6.24 lbs. of Maple Leaf bacon in 1 lb. vacuum package 

18% or 1.60 lbs. of Devon bacon in 1 lb. vacuum package 

7% or 0.62 Ibs of Jubilee bacon in 1 Ib. cellophane wrapping 

3% or 0.27 Ibs. of bacon trimmings in 60 lb. cartons, and those total 


——— 


98% or 8.73 lbs. The remainder is lost. 


The cost of production and packaging is $1.90 per belly, or 21.8¢ per pound 
of finished product weight. The value of the belly less rind credit is $4.94, or 
56.6¢ per pound of finished product weight. The assessment of costs to the 
products produced is another application of joint costing. The total cost is $6.84 
per belly. Our estimated return is: 


0.27 lb. of Bacon Trimmings at 26.05¢ per lb. returning ...... $ 0.07 
0.62 lb. of Jubilee Bacon at 48.74¢ per lb. returning .......... 0.30 
1.60 lb. of Devon Bacon at 77.33¢ per lb. returning .......... 1.24 

$1.61 


The balance of the cost, ($6.84—$1.61) or $5.23, must be borne by 6.24 
pounds of Maple Leaf bacon, which represents 83.9¢ per pound. The cost of 
producing bacon in one-pound saran wrapped packages instead of vacuum 
packages would have been 1.4¢ per pound less than this,—that is 82.5 ¢. The cost 
of producing bacon in one-half pound vacuum packages instead of one’s would 
have been 4.5¢ per pound greater, or 88.4¢ per pound. 

Exhibit No. 15 charts the following: 

(a) The monthly wholesale price of side bacon as reported by D.B.S., 
from 1962 to July, 1966; 

(b) Canada Packers’ actual average return from Ontario chain stores for 
Maple Leaf bacon, from June, 1964 to July, 1966; 

(c) The brokers’ wholesale belly market from 1962 to J uly, 1966; 
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(d) The Chicago quoted wholesale belly market for the same period. 


You can see that (a) is expressed in the heavy line toward the top of the 
page on Exhibit No. 15; (b) is the finer line toward the top of the chart; (c) is 
the Toronto brokers’ market, which is the top line toward the bottom of the 
page; and (d) is the bottom line on the page. 

The difference between the bacon price and the belly price increases as the 
belly price rises. This is to be expected for two reasons: 

(1) The yield of Maple Leaf and Devon bacon from a side weighing 10.30 
pounds is 7.84 pounds, or 76 per cent. To produce one pound of bacon 
we use 1.32 pounds of commercial belly. An increase of 10 cents per 
pound in the cost of the belly increases the cost of the bacon by 13.2 
cents per pound. 

(2) Jubilee Bacon and Bacon Trimmings must be sold within a limited 
price range and this range is narrow compared to the fluctuations in 
the price of bellies. 


The price of third grade bacon and trimmings, in other words, does not 
respond to the higher material cost in the same way that the higher quality 
product does. 

To illustrate in more detail the relationship of the brokers’ wholesale belly 
market with the price of bacon, Exhibit No. 16 shows the weekly prices for June, 
1964 to July, 1966 of: 

(a) The brokers’ wholesale price of bellies; 

(b) The Department of Agriculture record of the wholesale price of 
packaged bacon; 

(c) Canada Packers’ actual average return from Ontario chain stores for 
Maple Leaf bacon. 


Just looking at Exhibit 16, the black line at the top of the page refers to the 
Toronto wholesale bacon, the red line is the Canada Packers average run from 
chains for Maple Leaf bacon. The line toward the bottom is the brokers’ 
wholesale price of bellies. 

There is considerably more fluctuation in the Canada Packers’ realized 
return for bacon than in the belly market. This price fluctuation relates to 
throughput. Bacon selling prices are adjusted frequently (weekly and sometimes 
daily) to move all of the product being manufactured, for the product is 
perishable and must be sold. It is the average return that is important in 
determining the price the packer can pay for the belly. 

I think there is one further remark I should make on the subject of 
fluctuation. What has been said is not the only reason. I should have included 
this in the written remarks here, but there is another reason why our average 
return apparently fluctuates more. We have no way of separating our figures 
without going back and analysing every invoice for both the half-pound and 
one-pound packages. So this average return is a mixture of sales of the two. The 
habit of the trade is to offer specials on bacon from time to time with various 
chain store accounts, and, for example, say your retail list price today was 90 
cents, then we might offer a special at four cents below the retail list for a 
limited period. 

When you offer a special, the trade in that particular merchant’s store 
switches over almost entirely to one-pound packages from ordinarily a mixture 
of one-pound and half-pound packages, so that the chart shows some exaggera- 
tion, and this is an additional reason for the fluctuation. 

Exhibit Nos. 17, 18 and 19 show the wholesale prices of various pork 
products compared to the price of grade A hogs. Exhibit No. 17 shows the 
Toronto wholesale dressed meats weekly average price and livestock weekly 
average price for cooked ham, whole, boiled; for smoked cottage roll, not fully 
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cooked; and for grade A hogs, dressed. Exhibit No. 18 shows Toronto wholesale 
dressed meats weekly average price and livestock weekly average price for 
hams, smoked, boneless, not fully cooked; for loin, fresh, regular trim; and for 
grade A hogs, dressed. Exhibit No. 19 shows the Toronto wholesale dressed meats 
weekly average price and livestock weekly average price for side bacon, rindless; 
for half-pound flat pack; for New York shoulder, fresh shankless; and for grade 
A hogs, dressed. 

Between January 5, 1962 and January 7, 1966, hog prices increased from 
26.45¢ per pound to 41.70¢ per pound. An increase in price of 15.25¢ per pound 
for the carcass which weighs on average 156 pounds, is equivalent to an increase 
in average price of 23.6¢ per pound for the primal cuts which weigh an average 
of 101 pounds. The products produced from 101 pounds of primal cuts would 
result in a shipped weight of final product of 80 to 85 pounds. The price rise for 
these products to offset the increased price of hogs would be in the order of 29 
to 32¢ per pound. 

Some actual increases in packers’ selling prices between January 5, 1962 and 
January 7, 1966 were: 


Fresh’ Shouldlerstse iachitee ows ores 18.8¢ 
RTOS OMS] cue ee eee ees 18.7¢ 
TRACOIT oc ee, ne tree eaters as eee een eee 32.7¢ 
Cooked iain to Nae ata eons sree 33 .6¢ 
Smokedsh aiinds « Pate stevie reine 31.9¢ 
Smoked Picnicsiten 20 2afts 2.6230 16.4¢ 
Smoked>-Cottage) Rollsit.is 5. 2. Jr 19.8¢ 


It will be obvious that only in the two products, hams and bacon, was the 
consumer demand sufficient to at least recover the advance in costs. 

Honourable members, if there is any further explanation of any of these 
figures or charts, that is what we are here for. 

Co-Chairman Mr. Basrorp: Thank you, Mr. McLean, for a very comprehen- 
sive brief and for the various exhibits. The committee very much appreciates 
having such information. 

Yes, Mr. Urie. 

Mr. UrieE: Thank you, Mr. Chairman. You have such a comprehensive brief, 
Mr. McLean, that it almost leaves me speechless. However, I do have a few 
questions, and I am sure the members of the committee will have more. 

I wanted to deal, initially at least, with the corporate end of your company. 
You have a number of divisions; you have a number of subsidiaries, both in 
Canada and outside of Canada. 

Mr. McLEAn: Yes. 


Mr. Uri: I wonder if you might be able to review those for the benefit of 
the committee. 

Mr. McLEAN: Yes. We operate, as you have seen on the first page of the 
brief, on a number of different businesses, and possibly the easiest way would be 
if I just leafed through these pages and told you what our operations are. 

We have the major ones. The largest by all odds is the packing house 
division, which operates plants across Canada and sells all of our meat products, 
as well as some other grocery type products such as shortening and margarine, 
etc. Then we have our feed and fertilizer division— 

Mr. UriE: Before you get to that, Mr. McLean, you have, as I understand, 
several other packers which are wholly owned by your company and whose sales 
I presume are in the consolidated figures? 


Mr. McLEAN: No, we only have one. Well, we purchased Calgary Packers, 
but Calgary Packers operates as a division of Canada Packers and in the 
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corporate sense is not a corporate entity. Calgary Packers sells products under its 
own brand names, but with that exception all of our meat products are sold 
under Canada Packers’ brands. 

Mr. URIE: So Wilsil is no longer— 

Mr. McLEAN: Wilsil no longer sells products under their own name. It is in 
fact now merely a custom killing operation. We kill cattle for others for a fee, 
and in fact we kill some for ourselves. Our Montreal Canada Packers plant kill 
their own hogs, but have their cattle slaughtered across the street at Wilsil. 

Mr. URIE: Other than that there are no others? 

Mr. McLean: That is right. I am sorry, Hunnisett operate under their own 
name. I apologize for that omission. There are other corporate ones. For 
instance, we still hold the charter of the Harris abattoir, but it hasn’t done 
anything for years. 

Mr. URIE: So there are no others? 

Mr. McLean: Hunnisett is also a division and still operates under the style 
of Hunnisett, and deals in fresh beef only, and a few calves. 

That takes care for the moment of the packing house division. 

We have our feed and fertilizer division which operates across the country. 
The fertilizer division is in the east, in Ontario, Quebec and the Maritimes. The 
feed division operates throughout Canada with the exception that in British 
Columbia we either don’t operate at all or we are so small you wouldn’t notice 
us, Iam not sure which. 

We have our York Farms division which has a plant in Brantford, Ontario, 
and one in Sardis, which is near Chilliwack in the Fraser Valley. They manufac- 
ture canned vegetables, principally, and frozen vegetables. 

Mr. SMITH: York Farms has no connection with York Trading? 

Mr. McLean: No. Then we have one other cannery called Alberta Canning, 
which is a division and in fact is operated by the management of York Farms 
division, but still sells some products under their own trade name. They operate 
a canning plant at Magrath, near Lethbridge. 

Mr. URIE: Are their figures included in your consolidated figures? 

Mr. McLEAN: Yes. Everything I have mentioned is included in our con- 
solidated figures. 

Mr. URIE: Would you be able to supply figures for breakdowns, if necessary? 

Mr. McLEAN: Yes. We have a storage division which operates three storage 
plants, two in Toronto and one in Montreal. They are cold storage plants and dry 
storage plants. 

Mr. URIE: Canneries? 

Mr. McLEANn: We have a division which was previously Canadian Vegetable 
Oils Processing Limited, in Hamilton, Ontario. They are now Operated as a 
division, no longer as a separate corporate entity. They are crushers of soya 
beans and manufacturers of soya bean oil and soya bean meal. 

In the poultry business, and this is slightly confusing, sometimes even to 
me, part of our business is principally operated by the packing house division. In 
other words, poultry is sold by the same sales force, and so on, and we have 
poultry plants which are operated by the management of the packing house 
division; but in fact we have two poultry plants in the Maritimes which are 
separate corporate entities. 

Mr. URIE: What are their names? 

Mr. McLean: Canard Poultry Limited at Fort William, and Sussex Poultry. 

Mr. URIE: Do you in addition have your own poultry farms? 
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Mr. McLEAN: No, we don’t have any poultry farms as such. They do have 
poultry grown for them. 

Mr. Urie: Under contract? 

Mr. McLEAN: Yes. In the leather business, we have two leather companies, 
Collis Leather Co. Ltd. of Aurora, a subsidiary, which are tanners of calf skins, 
and Beardmore Company of Acton, tanners of heavy leather. 

We have a company called Spruceleigh Farms, which is essentially part of 
our feed division. Spruceleigh Farms is an historical name, at a location near 
Brantford. In actual legal fact it is a subsidiary. It is operated, however, as part 
of the management set up by our feed division. 

Then we have Feather Industries, in which we have a minority partner. It 
processes feathers and down for upholstery, such as pillows, and that sort of 
thing, and also manufactures foam rubber products. We kind of backed into that. 
We have the distributing organization. When foam rubber began to be a big 
factor, and began to replace feathers, and one thing and another, we decided we 
had better not let go entirely and decided to make foam rubber. 

One other, called Industrial Bags, manufactures burlap bags and cotton 
bags, but not paper bags. There is a plant in Montreal and one in Vancouver. 

We acquired about a year ago a packing plant, or a majority interest 
therein, in Australia, which is also consolidated in these figures; and we have 
offices at various places in connection with our foreign trade operation, some of 
which are, technically speaking, subsidiary companies, because they are incor- 
porated in the country concerned. They exist in London under the name John 
Loudon and Company, also in England under the style of Canada Packers 
(United Kingdom) Limited; and in Hamburg, Germany, under the style—I am 
not sure whether this is accurate—G.M.B.H. 

Mr. Urte: What about California? 


Mr. McLEAN: William Davies in the United States. They have two busi- 
nesses. We operate in a minor way in the American market. There is one feed 
manufacturing plant in Danville, Illinois, one in Georgia, and the incorporation 
William Davies owns the trading office which we operate in New York and in Los 
Angeles. 

Mr. URIE: Feed trading? 

Mr. McLean: No, no. Meat packing. This is merely a matter of convenience. 
All offices in the United States are under one organization. Canada Packers Inc. 
is a subsidiary of William Davies Inc. 

Mr. Urte: That covers all your wholly owned subsidiaries? 

Mr. McLEAN: I don’t know that I have missed any. 

Mr. Urie: In the case of your canneries and who produce your frozen foods, 
Canada Packers purchased all of their production? 

Mr. McLEan: In fact those canning companies are not separate legal enti- 
ties. York Farms is a complete business in itself and has its own selling divi- 
sion. 

Mr. UrteE: Do you have minority interests in any canneries, any primary 
producers of any kind. 

Mr. McLean: No canneries or primary producers that I have not already 
mentioned. 

Mr. Urte: Do you have any investment in any retail chains, any whole- 
salers? 

Mr. McLEAN: We have an investment in one retail chain. We have 562,000 
shares of Dominion Stores Limited. 

Mr. UrIE: What does that represent in percentage, do you know? 

Mr. McLean: In the range of 6.8 or 6.9. 
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Mr. UrrE: Does your arrangement with Dominion Stores involve in any way 
the exclusive right to sell your products in their stores? 

Mr. McLean: No, absolutely not. I was going to suggest that I wish it did. 

Senator THORVALDSON: Are you on the board of Dominion Stores? 


Mr. McLEeAN: No. We have no more contact with Dominion Stores than 
really any other supplies. 


Senator THORVALDSON: Have you any officers on the board? 


Mr. McLEAN: A director of ours was a director of Dominion Stores. How- 
ever, he happened to be the president or chairman, I have forgotten which, of 
Beardmore Leather, and we bought Beardmore many years ago. He was already 
a director of Dominion Stores at that time. As a matter of interest, the Dominion 
Stores investment is rather an historical curiosity. It arose from the holding of 
one of our predecessor companies, the William Davies Company, who once ran 
retail stores themselves, 90 or 100 retail stores in Ontario, and they sold these 
stores at one stage of the game, I believe in about 1919 or 1920 to Arnold 
Brothers, and because Arnold Brothers did not have enough money, probably, to 
pay the whole bill, they accepted 50 per cent shares for 50 per cent of the 
purchase price, and when we acquired William Davies they were worth about 
the paper on the wall. Through a series of later purchases, Arnold Brothers 
turned into a Dominion Stores holding so that it was a kind of an historical 
accident, and I must say a fortunate one for us. 

Mr. UriE: Now, I wonder if you could tell us who holds more than a five per 
cent interest in your company. 

Mr. McLEAN: I was afraid you were going to ask that. I cannot tell you with 
precision. I will tell you what I know, but I would like to check my information. 
So far as I know there are only two shareholders with more than a five per cent 
interest. Those two would be the estate of J. S. McLean and the estate of James 
Harris. I would like to have a chance to check that, because I cannot claim I have 
looked at a shareholders list for the past six months. 


Mr. UrtE: If there is any change perhaps you will let us know. Will you now 
turn to Exhibit 2. You use the term “Invoice value of sales’, with a figure of 
$722,128,000 for the year 1966. Is this a net value of sales after all discounts? 

Mr. McLEAN: Yes. Well, it is exactly what it says—Invoice value of sales. In 
your sense it is net, but it is not net of transported charges. 

Mr. URIE: What discount or what would be off the actual ordinary list price? 

Mr. McLEAN: This varies a good deal. Is this a general question, or are we 
now talking about the meat business? I am quite prepared to answer the general 
one, but it is more complicated. 

Mr. UrteE: I am referring to the meat business. 

Mr. McLEAN: In the meat business, almost none. I do not want that 
misinterpreted. I am not saying we do not participate in store promotion 
co-operative advertising, but it is not handled as discount on sales; whereas in 
canned goods, for instance, there is a quantity rebate, in the case where, for 
instance, a large number of cases are purchased, the purchaser is entitled to a 
rebate of Y per cent; but that does not exist in the meat business. 

Mr. Urte: I suppose in volume discounts or promotional expenses it might 
come under the heading of selling or operating expenses somewhere else. 

Mr. McLEAN: Yes. They are all included in the figures shown in the brief 
under advertising, on page 5. That is all inclusive. 

Mr. Urte: Under the heading “Sales and Operating Expenses” on Exhibit 
2—is that purely as the heading implies, selling and operating, without any 
portion of advertising and promotional schemes? 
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Mr. McLean: Advertising would be in it. 

Mr. URIE: Where is advertising in your statement? 

Mr. McLean: It is not. It is lumped in that “Selling and Operating”. If you 
want to refer to page 5, the advertising, for example, you will see that the 
expenditure as a percentage of sales was 0.68, and the total advertising, 1966, 
was $4,745,000. 

Mr. URiE: Could you tell us what portion of that $4,745,000 is represented by 
other promotional affairs, other than direct advertising? 

Mr. McLean: I think I can. Out of that $4,745,000, it breaks down in this 
way—media advertising—in other words, television, radio and magazines and so 
on—$2,363,000. Other activities, which would include what you are talking 
about, plus some others, $2,383,000. 

Mr. URIE: Could you tell us what some of the others are? 

Mr. McLean: Yes. In qualitative terms, I can. A substantial part would be 
for purchasing in store promotions, for example, which you have already thought 
about. 

Mr. URIE: Displays, aisle displays, end displays, shelf displays, in-store 
displays? 

Mr. McLean: Yes. We are now talking about our total business, because I 
would have to say this differently about the meat section. I am talking about the 
total. If we are talking about the total, meats, soaps, detergents, the lot—some of 
that would be promotinal ideas which we generate and try to get a merchant to 
undertake in his store. Some of it would be in the feed, promotional literature 
such as booklets on how to feed pigs and on nutritional diseases of chickens. 
Some of it would be display services, the cost of the salaries, if you want, of the 
people who go round and put up some of the displays. 

I am not an expert in this field. I am having a hard time remembering all 
that we do. 

Mr. UrIE: Are these retail chains’ promotions, generally initiated by Canada 
Packers or are they initiated by the retail chains? 

Mr. McLEAN: Both, but I would say more often by us. 

Mr. URIE: In what way are they initiated by the retail chains? 

Mr. McLean: Let me describe the process, if I may. On grocery type 
products, in which I would include canned meats, shortening, margarine, and so 
on, we set up a promotional allowance on these products. This of course is well 
known to our customers because the whole object of the exercise is for us to let 
them know. There will be a case rate basis, for example. I have some figures here 
of typical ones. For example, if the rate is half a cent a pound on domestic 
shortening, which would be say, X cents per case. That is set up in an account 
and that is accumulated on a quarterly basis, generally, though not necessarily 
quarterly. We will say to the customer concerned: “There is so much X dollars 
accumulated in the fund, what can we do to stimulate the movement of the 
product?” In that sense, it is initiated by us. 

Mr. UrIE: And what ones are initiated by him? 

Mr. McLean: I am not sure I can answer that correctly. It may be that I 
answered it incorrectly the first time. I think it is really more of a joint 
initiation. Our people are in constant touch with the merchandising people in the 
chain stores and they are as anxious, though perhaps not as much as we are in 
regard to our own product, to double the output of the product. They know this 
fund is available. So really the initiation is a kind of hypothetical question, if you 
wish, because everybody knows the fund is there and the subject is a natural 
one for discussion. 
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Mr. Urte: But the amount you pay in any given store or any given chain is a 
negotiated amount? 

Mr. McLEAN: Right, and that could be that they will say: “We have 
accumulated X dollars in the pot, so to speak, for promotional purposes; we have 
a good promotion that we would like to talk to you about buying, about taking 

-over, and this involves this and this and this and this service,” which they then 
provide. . 

Alternatively, we may say: “Here is what we would like to do, are you 
interested in doing it?” And if they are we set up a process for it. 

Mr. Urie: If that money were not set aside for promotional purposes, 
presumably the product might be sold to the retailer for a gross amount less the 
amount set aside for promotional purposes? 

Mr. McLean: Arithmetically that is true but in practice I do not think it 
would work. The volume would dwindle so that in fact you would not be selling 
for that much less for long. The volume would dwindle and then the unit 
expenses would go up. 

Mr. Urie: So you think the advertising expenditure is a necessary evil, in 
order in the long run to increase the volume and so give a reduced price to the 
consumer? 

Mr. McLean: “Evil” is your word. I think it is necessary. 

Mr. UrtE: It is my word. Is that correct, even using my word? 

Mr. McLEAN: I think so, yes. I might point out that I do not think these 
figures indicate excessive expenditure. 

Mr. URiE: We are trying to get at the bottom of the cost. 

Co-Chairman Mr. BAsrorp: What change in your promotional arrangements 
occurred in 1960? 

Mr. McLEANn: I am sorry, I do not understand the implication. 

Co-Chairman Mr. BasrorpD: You outlined to Mr. Urie some of your promo- 

tional activities, by which you would allow so many cents per case which would 
’ build up quite a fund available for promotion to customers. What, if any, change 
occurred in those arrangements in 1960? 

Mr. McLean: I have no idea. 

Co-Chairman Mr. Basrorp: When section 23(b) of the Combines Act came 
in? 

Mr. McLEAN: I cannot answer that in detail. I know very well that every 
type of activity that we had engaged in was reviewed at that time, with a view to 
seeing if it was within the provisions of the new act, but I cannot answer that in 
detail. 

Co-Chairman Mr. Basrorp: Do any of your customers sell you market 
information? 

Mr. McLEAn: No. 

Co-Chairman Mr. Basrorp: As to the movement of your products through 
their stores? 

Mr. McLEAn: No, none. 

Senator THORVALDSON: In regard to promotional activities and advertising, I 
take it then it is your view, your position, that these promotional activites ana 
advertising definitely do not add to the cost of the product in so far as they are 
part of your whole scheme of operation and the volume takes care of this cost. Is 
that your view? 

Mr. McLEAN: Yes, that is my view. I find it very difficult to answer your 
question, because obviously arithmetically they add to the cost and somebody 
has to pay for that. But it is my view that if you said: “Well, all right, let us save 
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that money and cease that altogether”, I think that, in the case of our company 
anyway, and this is the only knowledge I have, we would not in fact save that 
money. It would not be very long before our volume would dwindle to the point 
where our expenditures would have gone up, to soak it up. 


Senator THORVALDSON: I am referring particularly to your company, but it is 
obvious the others would be the same. 

Mr. McLean: I fully realize that this is a matter of judgment. I would be the 
last person to say that we have not over-promoted some things at some time and 
under-promoted other things. I wish I had some of the money that we spent 
foolishly advertising. However, I think it was Lord Leverhulme who was accused 
of being wasteful, and someone said he had wasted half his money on advertis- 
ing, and he said: “That is right, now if I can only find out which half.” 


Mr. URiE: In Exhibit 3 you have dealt with your Canadian livestock position. 
May I ask why you referred to the “Canadian” livestock. What is the distinction? 


Mr. McLean: We thought the committee was interested in prices in Canada 
and not in Australia. 


Mr. URIE: You did not mention the Australian operation in other lines? 


Mr. McLean: I am sorry. One thing I probably failed to mention altogether 
and which was an oversight, if I did not mention it, is that we have an interest, 
but not control, in a small meat operation in England, in the cured meat field. 
But both that and the Australian operation are excluded from the Canadian 
livestock figure because we thought it would merely confuse the issue. 


Co-Chairman Mr. Basrorp: The members of the committee have no con- 
stituents in either England or Australia. 

Mr. URIE: You have a large item there, $52 million, for expense. What is the 
breakdown of the expenses? It is Exhibit 3, 1962. It is $64 million for 1966. 


Mr. McLean: In the text I think you will find one portion where that is 
mentioned. On page 4, you will see that our wage bill in 1966 was $42 million, 
out of that total of $64 million. 


Mr. UrtgE: There are many expenses which you have in your organization 
which must be very difficult to allocate to any one division? 


Mr. McLean: That is very true. 


Mr. URIE: How do you determine what portion of the $22 million which is 
left over, after allocation to direct labour—you have $42 million, I think you 
said, in direct labour? 


Mr. McLEAN: That is salaries and wages, not just direct labour, allocated 
relevant to this position. 


Mr. UriE: Is that because of the difficulty in allocation of all expenses? 


Mr. McLEAN: No, most salaries and wages are not all that difficult to 
allocate. There are other expenses which become more difficult, for example, 
depreciation. We operate packing plants. In our Toronto plant, for example, we 
make not only meat products but shortening and margarine, we could not say 
that we have allocated the fixed charges exactly correctly. I do not know if there 
is such a thing as exactly correctly, but we do the best we can. We know what 
the capital cost of the machinery is, so we can allocate, but when you come to a 
boiler house, which piece of this do you allocate to one or the other? We allocate 
on such premises as usage of steam, occupancy of space, and so on. For that 
reason, these figures are not exactly precise. 

Mr. UriE: So your percentage of profit to net sales might be distorted to 
some extent by improper or unfortunate allocations of expenses to this $64 
million? 

Mr. McLEan: It could be, but I would hang my hat on these profit figures, 
within plus or minus five per cent of the profit figure itself, and certainly within 
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that, and probably closer to plus or minus one percent; and so far as the financial 
statement is concerned, of course, they are consolidated figures and they are 
precise. 


Senator HoLLETT: On page 24 you say your selling price of bacon has 
increased 32.7 cents? 


Mr. McLEAn: No, that is not quite correct. If you look at the bottom of page 
24 you will see that the source is the Livestock and Meat Trade Report. 

Senator HoLLeTT: That is part of your brief. You admit that that is so, do 
you? 

Mr. McLEAN: I certainly admit that these are the figures in the report. 


Senator HOLLETT: You say: “Some actual increases in packers selling 
prices between January 5, 1962 and January 7, 1966 were” so-and-so? 


Mr. McLean: Yes, that is right. 


Senator HOLLETT: How does that compare with the increase to the consumer 
since 1962? 


Mr. McLEAn: I cannot answer that, Iam sorry. 
Senator HOLLETT: That is a thing we want to know. 
Mr. McLEAn: I do not know. 


Senator HoLLETT: Have you no knowledge of what the ordinary shopkeeper 
is selling your bacon for? 

Mr. McLEAn: Yes, I have knowledge of it but I have not got sufficiently 
precise knowledge of the average prices over any one period to make compari- 
sons of that kind. I know what bacon is selling for in a chain store. We would get 
some information but I would rather trust the figures of some one who set out to 
study this. 


Mr. SmaitH: Yesterday, Mr. McLean, there was some discussion with one of 
the witnesses about grades A, B, C and D carcasses of hogs. There was a question 
of whether, if you had a grade C carcass hog, you would be able to get any first 
grade bacon from it. 

Mr. McLEAN: Well, the situation on that is this: there are, of course, various 
grades of hogs—A, B, C, D and others as far as that is concerned—and there is a 
differential in the price you pay for different grades of hogs. Now, let us take, for 
example, the ham; suppose you are going to make a boneless cooked ham; well, 
all right, you can make just as good a ham in every respect from a grade C hog 
as from a grade A hog, but it is going to cost you a lot more to do so, because the 
grade C hog has more fat. You must trim off the external fat and then open up 
the ham and trim out the internal fat before you can cook it. 

In the case of a ham cut it is not a question of whether there is anything 
inferior about the ham; it is a question of having more fat on it which you have 
to take off. Fat is worth a lot less than lean meat. Therefore, the realized price of 
the ham as it comes from the hog is a lot less. 

In the case of bacon, the situation that you mention is somewhat different. If 
you get a grade C hog, it will generally not produce first grade bacon at all, no 
matter what you do, because, as you know, in bacon the fat is distributed in 
layers between the lean, and there is just no practical way of trimming the fat 
out and making the bacon more lean. So in the case of bacon you must select the 
type of belly you are going to use in the first place. Generally, the best belly 
comes from the highest grade hogs. 

In the case of some other cuts, of course, you can manufacture first grade 
products, but it costs more to do so. 
This is the real meaning of the differential. 


Mr. Smr1rH: Does the meat packing industry, as an industry or through any 
of its organizations, spend any money on consumer research? 
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Mr. McLEAn: As an organization? 

Mr. SMITH: As an industry. 

Mr. McLean: Well, a limited amount is spent as an industry. It would be 
quite limited. The Meat Packers Council of Canada, or some of their activities 
at any rate, could be interpreted in that way. 

I know more about my own company than I do about the whole of the 
industry, and speaking for my own company, we put a considerable amount 
of effort into this. We make a genuine attempt to find out what the consumer 
wants. 

I think I would have to say that at any given moment on any given product 
we may be well away from the truth, but we are always trying and always 
improving. 

Similar to what you heard this morning, we employ home economists and 
market research people to try to find out what the consumer preference really is 
on every product. 

Mr. SMITH: Well, from the tables that you and some of the other witnesses 
filed, the indication is that turning to vacuum-sealed containers added substan- 
tially to the cost, particularly in relation to the small six-ounce and half-pound 
packages. 

What consumer demand brought about the vacuum-sealed packages? 

Mr. McLEAN: Well, let me say two things about that: first of all, there is a 
very distinct advantage in the vacuum pack from the point of view of shelf life 
or keeping quality of the product. 

As far as bacon is concerned, the table on page 6 indicates that one pound of 
bacon costs about 1.4 cents more per pound to vacuum package than to pack in 
saran wrap. 

Now, in our own company we had a lesson on this point. I took the view, at 
one time, that the cost of vacuum packages on bacon was unwarranted, although 
that may be too strong a term. I could not see why we should spend that extra 
money on packages and I thought we might just sell the bacon cheaper. We came 
awfully close to ruining our bacon business. Our provision people would not 
speak to me for a long time. It had a very dramatic effect in that case. 


Senator THORVALDSON: In other words, there was public demand for that 
type of package? 

Mr. McLEAn: Certainly. Given the choice of the two styles offered, they 
were picking up the vacuum package ahead of ours. There is no question of that. 
We suffered a very serious decline in volume. 


Mr. SMITH: Looking at some of the charts filed, and at the average wholesale 
price of bacon—I believe this one called ‘Anatomy of a Pig” is one of your 
leaflets, is it not? 

Co-Chairman Mr. BASForpD: That is a Department of Agriculture product, 
Mr. Smith. 


Mr. SMITH: Well, the average price of bacon, wholesale, was 90 cents a 
pound, and the average retail price was $1.34. If you look on bacon as a low 
spoilage item, does that indicate that the retailers use that as a high mark-up 
item? 

Mr. McLean: I do not know whether I can answer that. I have read the 
transcripts of the previous hearings of the committee, and what I gathered from 
the figures presented there was that the retailers’ mark-up on bacon was in the 
neighbourhood of 25 or 26 per cent of the selling price. I just do not know 
enough about how to run a retail store to know whether that is the lowest 
mark-up in the world or the highest. I do not know anything about what 
expenses are incurred. 


Co-Chairman Senator CROLL: What is the mark-up at your level? 
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Mr. McLEAN: Well, it depends where you start, sir. It is a little difficult to 
call it a mark-up. If you want to say that we take a fresh belly and supply the 
sliced packaged bacon from that, then our total expense shown would be 21.8 
cents. However, that is starting from a belly. If you start from the pig, then you 
will have to add further expenses onto that, as shown, I think, in the brief. 

However, in any real sense of the word, we do not think in terms of 
mark-up. The word is never used, because it does not mean much in our 
industry, or in our company, at any rate. We produce what we think is an 
acceptable article. We try to forecast and try to find out what the public wants to 
buy. We produce the article. We find out how much it costs us to produce it. 
Then we try to sell it for something more than that. If we cannot sell it for 
something more than that on the average, then we do not produce that article 
any more. So either we have to find out how to lower our costs or we have to 
modify the article to the point where it is more desirable. 

However, on any one article such as bacon, for instance, we do not always 
sell for a profit. We will go for substantial periods of time losing money, but in 
other periods of time we will be making money. 

Co-Chairman Senator CROLL: Give the others a chance. I will get back to my 
question in a while. 

Mr. SmirH: Your sales of beef products, livestock products, in 1966 have 
been almost $400 million. Yesterday, the Burns people gave evidence that their 
sales were $200 million. I think. Swift’s could be assumed to be somewhere 
between $200 and $250 million. That leaves you the big three packers of Canada, 
does it not? 

Mr. McLeEan: That is correct. 

Mr. SmitH: Now, in a situation where the three are so big and the rest of the 
packing houses trail off, could it truly be said that the packing industry is 
competitive or have you carved up the various pieces of the market for 
yourselves? 

Mr. McLEAn: No. It is a truly competitive industry. 

I would like to get some figures in my head here. For example, we did a 
very careful study on this some years ago, about five or six years ago. I do not 
think these figures are too far out of date not to be meaningful considering the 
subject. At that time there were 2,400 meat packing plants in Canada, of one 
sort or another. Most of them were very small, but about 60 of them were of 
reasonable economic size, and when I say reasonable economic size I am talking 
about very substantial plants. 

Take, for example, the Toronto area. Though it is true that the companies 
you named, Swift, Burns and Canada Packers, are the three largest companies, 
in the Toronto area in the pork field, for example, you have a company such as 
Preswood. Preswood would be at least half as big as our Toronto operation or 
maybe bigger than that. So that in that area, you see it is of comparable size. 

In the beef business in Toronto you have Canadian Dressed Meats. You have 
Prime Packers. I could go on naming companies such as those. I am merely 
illustrating. However, in any one market area you will find a substantial group 
of sizeable competitors. 

Now, certainly, Preswood have no competitive influence on us whatsoever in 
Edmonton, but somebody else does—Gainers, for example. So that in my view, 
and I have lived with this industry some time now, it is as competitive an 
industry as any that I have ever had any knowledge of. 

Mr. Horner: Mr. Smith asked a question that I would have asked myself, 
and I am going to continue on that line for a minute or two. You believe there is 
ample competition in the meat industry. Some years ago you bought out Calgary 
Packers and Wilsil in Montreal. There was quite a bit of concern across the 
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country as to whether or not you were going to lessen competition to some real 
extent. 

I do not know whether the committee is aware, or whether you are aware, 
of the recent study on food prices which is taking place in the United States. 
They have published a report there called From the Farmer to the Consumer. It 
is a very thick report. One of the recommendations made in it was that, under 
the Combines Investigation Act, there should be some regulatory body before 
which you would have to come in order to prove that, before buying out your 
competitor or any form of your competitor, you are not going to lessen 
competition unduly. 

Now, if this committee brought about a similar recommendation, would you 
have any objection to it? 

Mr. McLean: Well, I do not suppose my objections would have any effect, if 
I had any. However, I really could not answer that without seeing in detail what 
was proposed and what the situation is now and what it might be afterwards. 

Mr. Horner: I am thinking back to your recent purchase of Calgary Packers 
and Wilsil. Suppose that at that time you had had to appear before a federal 
board and had had to ask for permission to purchase your competitors; would 
this have created any hardship for you? 

Mr. McLean: If that had been the law, sir, that is what we would have 
done, and we would have presented the best possible case we could have. 

Mr. Horner: In your financial statement, on page 7, you go into some detail 
as to how you believe you are going to continue to enlarge your operations. You 
are putting in additional construction in Calgary, Lethbridge, and Red Deer 
Alberta, and in London, Ontario. Do you feel that this construction is necessary 
in order to hold onto your share of the mardet or in order to increase your share 
of the market? 

Mr. McLEANn: Well, I cannot answer that with precision. You would have to 
separate it product by product and area by area. But I might say that I certainly 
feel that construction of a new beef plant in London and new beef plant in Red 
Deer would serve to increase competition rather than to decrease it. 

Mr. HorNeER: I am not saying it would not. I am going to go on to another 
line now. In your brief, in the second last paragraph or so, you suggest that in 
order to become fully compensated for the increase in the price of pork, from 
1962 to 1966, the average price should have increased 23.6 cents per pound, and 
you outline how much actually your prices did increase, and you end up by 
saying: 

It will be obvious that only in the two products, hams and bacon, was 
the consumer demand sufficient to at least recover the advance in costs. 


Are you not omitting the fact that hams, bacon and perhaps loin take in 
well over 60 per cent of your products? 

Mr. McLean: No, sir, I am not omitting that. Those figures are very 
clearly spelled out in the brief. 

Mr. Horwer: In the early part of the brief, yes, back on page 12. 

Mr. McLean: And I might point out that the figure is not 23.6; the figure is 
29 to 32. It is 23.6 on the primal cuts only. 

Mr. Horner: You feel that you must have an increase from 23.6 to 32? 

Mr. McLean: I did not say that we must have such an increase. I said that if 
you wish to stay even with the price of livestock, that is what would be nec- 
essary on the average. May I qualify that to this extent: That the inherent 
assumption in that statement is, of course, that expenses remain steady and 
that productivity and so on do not change. Of course, that is not true; we hope 
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that we can make some improvement in productivity and, in fact, lower 
expenses. 


Mr. HorNnER: Consumers have the impression that percentages remain the 
same, even though the price goes up. In other words, 12 per cent of a high price 
is a whole lot more to you people than it would be if it were 12 per cent of a low 
price. 

When you state in your brief that an increase in price is equivalent to an 
increase in average price of 23.6 cents per pound, where is the difference there? 

Mr. McLean: This is a straight question of arithmetic. The 23.6 cents per 
pound is based on the average return for the total primal cuts from a pig, the 
custs weithing an average of 101 pounds. 

Now, in fact, we do not sell primal cuts. We sell cooked hams, and what 
not, made from the primal cuts, and the actual sales weight resulting from that 
101 pounds of primal cuts is about 80 to 85 pounds, so that if the value of 
primal cuts goes up, if you take 100 pounds and it starts at a dollar and goes 
up to $1.23, you then convert that 100 pounds to 80 pounds, and the 80 pounds 
has to go up about 30 pounds to recover the total dollars. That is straight 
arithmetic. 


Mr. Horner: Does not the inedible part of the pig make up for some of 
this? 

Mr. McLean: No, it does not. In some cases, yes, but in others it is exactly 
in the opposite direction. If you look at the chart on cattle it will give you 
some idea, but of course it does not deal with hogs. 


Mr. Horner: Dealing with cattle, it is noted that with your average steer 
the inedible parts are worth $29 in average cases, which in effect created your 
profit for the marketing of the steer. Would that not apply to a hog? 


Mr. McLEAN: No. If you look at page 8 of the brief you will see that I say 
that the inedible by-products from the steer in February 1966 was SL) in 
October 1962, $14.50, and in October 1966, $13.54. Those are merely examples to 
show the variability. Hides and tallow as by-products bear no real relation to the 
price of meat or the animal. If you look at the chart, Exhibit 10, you will see that 
it charts the price of heavy native steer hides, and you will see that the price 
pattern bears no resemblance whatsoever to the price pattern of either cattle or 
meat. 


Mr. Horner: Speaking of hides, was there any request made recently by the 
Government to the hide industry generally that they limit their exports or direct 
their exports to any one country? 


Mr. McLEAn: I am not familiar with that subject to answer specifically, but 
certainly the United States government put some restrictions on hide exports, 
about a year ago I believe; but they have been removed now, I believe; I am not 
positive about that. 


Mr. Horner: One further question. What is your opinion of rail grading of 
beef? Would the consumer run less chance and risk in any way in the lowering 
and fluctuation in cost of handling a beef carcass? 


Mr. McLean: I don’t think it brings in lowering of the cost. We handle a 
great deal of beef both ways. We buy a lot of beef as live animals and also buy 
beef from many feeders on a rail grade basis. This is a preference. If you ask my 
personal opinion, rail grading is probably a more rational system. If a man is a 
good feeder and has confidence he will have good grades come out of his cattle 
then I think he does better to sell them on a rail grade basis, because the article 
is in a condition in which you can examine it with precision instead of guessing 
what the grade is going to be. 


Mr. Horner: In view of the recent beef conference in Winnipeg, are you 
satisfied with the grading of beef carcasses? 
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Mr. McLean: I do not think grading of carcasses is a subject anybody can 
ever be satisfied with, but I do think that in Canada we have a system which 
works well and it is well done—and I see Mr. Bennet of the Department of 
Agriculture here—but it is a matter for constant examination. 

Mr. HORNER: With regard to your expenses, you suggest on page 3 of your 
brief that your raw material costs run to 77 per cent per dollar of sales, and your 
expenses to 21.7 per cent per dollar of sales. I examined the brief and your charts 
and did not see any fluctuation in these expenses. 

Mr. McLean: If you look at Exhibit 3, those figures. concerned with 
livestock, you will see 77 per cent for 1965, and if you run your eye across the 
chart you will see the fluctuation in those years concerned. 

Mr. Horner: And your expenses go up; is that right? 

Mr. McLEAn: Look at the very bottom at expenses per cent per pound. 
Percentage of expenses will vary because the price varied. Dollar expenses could 
remain indentical but if the selling price went up 10 per cent the expenses as 
percentage of sales would apparently come down. So that the more meaningful 
figure is at the bottom as cents per pound. I am sorry to keep qualifying these 
statements, but even this one I have to qualify, because this is a compilation of 
our total, and the product mix in each year is not exactly the same. There may 
be more beef one year and more pork another. Therefore, the expense in cents 
per pound cannot be interpreted precisely. 

Co-Chairman Mr. BAsFrorp: The figures at the bottom of the page on Exhibit 
3, Mr. Horner, show per pound of sales volume. 

Mr. Horner: Again, you have an increase. 

Mr. McLEan: Yes. 

Mr. Horner: Of four cents. 

Mr. McLean: No, an increase from 1962 to 1966 of 0.43 cents per pound. 

Mr. HorNER: What per cent of gross business do you think you do in meat 
processing and pork. 

Mr. McLean: I can give you estimates of that. I think they are fairly precise. 
I will not give this to you by classes of livestock. Let us take a look at total meat. 
Now, this is an estimate of the total meat business based on carcass weight. We 
have to bring it to some common denominator. It is not possible to do it in detail. 
We have tried to take the equivalent of everything we sell and to say how many 
carcasses it represents and how many carcasses are distributed in Canada, and 
that is our percentage of the business. On all red meats, that means beef, veal, 
mutton, lamb and pork, we reckon that in the calendar year 1965 we did about 
28 per cent of the meat business. This is our estimate of our share of the meat 
business but expressed in terms of carcasses. 

Mr. HorNneER: Do you import mutton from Australia? 

Mr. McLEan: Yes. 

Mr. HoRNER: Would you say that you are one of the larger importers of 
mutton in Canada? 

Mr. McLean: Yes, one of the larger importers; I would say so. 

Mr. HornER: How do you sell mutton? 

Mr. McLean: It goes into Sausage, weiners and bologna, almost entirely. 

Mr. Horner: Is this advertised on the product when it is sold? In other 
words, when I buy a package of mutton, or a weiner, or boloney, or processed 
meat, am I made aware of the fact of what is in that package of goods? 

Mr. McLean: I don’t think so. 

Mr. HORNER: No, I don’t think so either. I think this is one of the 
recommendations this committee could bring about. In fact, I have heard from 
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many people that the federal Government should have the right to ensure that 
goods are properly labelled. 


Co-Chairman Mr. Basrorp: At the appropriate time we will come to a 
discussion of that. 

Mr. Horner: I want to point that out to the Chairman and to the committee. 

Co-Chairman Mr. BAsrorpD: Your remarks are on the record. 

Mr. Horner: I can bet any amount of money that housewives do not know 
they are buying mutton when they are buying weiners. 

Mr. McLEAN: Well, is that bad? Is mutton bad?—I didn’t mean the 
principle. 

Mr. Hates: I have one or two questions, Mr. Chairman, pertaining to 
by-products. I was interested in the remarks of Mr. McLean in that they tan 
their own beef and calf hides. 

Mr. McLEan: I am sorry, I might interrupt to say that is not quite correct. 
For instance, our calf tanner buys from Canada Packers only about 20 per cent 
of the calf skin we produce. They buy from us and from Austria, and anywhere 
else they can. Our tanneries are commercially independent. They buy where 
they get the right quality and are able to buy at the best price. Only about 20 per 
cent of our calf skins are tanned by us, and hides, about 40 per cent, I think. 

Mr. HALES: Due to the advent of Hush-Puppy shoes, pigskin or pig rinds 
have become very valuable. Are you having these tanned or processed? 

Mr. McLEAN: We are tanning them at Beardmore. 

Mr. HALES: What would be the price or the value say of a pound? 

Mr. McLean: Of pig rind? 

Mr? HALES: Yes. 

Mr. McLEAN: Rather than mislead you with a figure, may I give you an 
estimate now and get a correct figure later? My recollection is it would be 
around 14 or 1434 cents per pound fleshed and ready to tan. 

Mr. Hautes: Now may I refer to Exhibit 14. When we are arriving at the cost 
of processing bacon, you have “Less rind”, and the weight is given as 1.24 
pounds. You take that off and then add the cost of 8.65 cents to the cost of the 
belly. 

Mr. McLEANn: No, it is subtracted not added. 

Mr. Hates: But it adds to the cost of the belly when you take the rind. Of. 

Mr. McLean: I am sorry, but the rind is worth that and you deduct the 
value of the rind. 

Mr. HauEs: Where do you show the value of 1.24? 

Mr. McLEAN: We show 8.65, as you see. I cannot reconcile that. I can tell you 
this, that the rind from belly is not used for tanning because it is not suitable for 
tanning. The rind used for tanning is a piece of rind about one to one and a half 
square feet and comes right off the back of the pig and is taken right off the 
killing floor before the pig is split. We show 8.65 cents for the bacon rind. It 
amounts to 11 cents and that 11 cents is deducted from the cost of the belly. 

Mr. Hates: In your loin and the processing of the loin, do you show a 
by-product credit of 14 cents per pound for the pigskin? 

Mr. McLean: No, that would show up in the by-product figures for 
slaughter. 

Mr. Unie: May I draw your attention to Exhibit 12, sheet 2, towards the 
bottom— 

Mr. McLean: No, that is the wrong one. That is either an error, or I do not 
understand the system. It is listed under cutting credit. We show selling price at 
this time of 11 cents. Now, my guess is that this is a composite figure for rinds, 
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but I would like to check it. It would include some rind for tanning at fourteen 

or whatever the price was at this moment, plus some rinds which are scrapped 

pieces out of the cutting room which will go to the production of gelatine, the 

value of which would be in the region of 6 cents or thereabouts. But I could find 

out in detail for you. I can assure you that the by-product credits are all in there. 
Mr. URIE: That is what I wanted to make sure of. 


Mr. McLEAN: They are, definitely. Right at the moment I have some 
material at my desk and we have a very hot argument from Beardmore that we 
are charging them too much. 

Senator THORVALDSON: Mr. Chairman, I have just one question, and that is 
in regard to export trade in Canada and the United States. Does your company 
do an extensive trade with other countries in meat products? 


Mr. McLean: In relation to the total, it is not enormous, but we do a 
substantial trade. We sell a considerable amount of canned hams; packaged, 
what the Americans call Canadian bacon, it is back bacon—in some areas in the 
United States, principally on the east coast, in the big cities, Boston, New York, 
Philadelphia, Miami and other spots in Florida, and on the west coast, in Los 
Angeles, in the big city markets. We have to contend with freight and duty, and 
at many times a higher hog cost; so the only thing we can rationally sell down 
there is a Premium product that automatically makes a higher price. But we can 
make an article from Canadian hogs that the Americans find is hard to duplicate 
from their hogs. 

Senator THORVALDSON: When you refer to “your company” having 28 per 
cent of the market, you are referring to the Canadian market? 

Mr. McLean: Yes, 28 per cent, I was referring to the Canadian market. To 
follow that up a shade, although this is not all entirely in meat products, our 
total export business, added up, amounts to roughly $35 million to $40 million a 
year. That is, everything—hides, some potatoes, our foreign trade division are 
traders in pretty well anything they can get hands on. 

Senator THORVALDSON: That is your company alone, about $35 million 
export? 

Mr. McLEAn: Yes. 

Senator THORVALDSON: What about import? 

Mr. McLean: I am sorry, I cannot give a figure. It would be much smaller. 
We would import some bellies from the United States from time to time, 
dependent on the marketing relationship. We would import some mutton from 
Australia, some lamb from New Zealand and Australia. Two or three years ago 
we imported some pork cuts from Ireland. But in total our import business 
would be a good deal smaller than the export. 

Mrs. MacInnis: Taking the last two years of your reports for 1962 to 1966, 
has your company noticed changes in the volume of sales for the various kinds 
of meat and meat products—hams, bacon and so on? What changes have there 
been in what housewives have been buying and are being sold, over the last 
five years or so? 

Mr. McLEAn: I can answer this in general terms. These sales have increased 
faster than pork sales. I would like to have the figures, to be sure of precision in 
this, but in fact pork sales are either static or slightly declining. Beef sales are 
growing and are rather healthy. Poultry has been the most spectacular of all; in 
the last five years I would guess it has averaged not less than an increase of 15 
per cent per year. 

Mrs. MacInnis: As among the ordinary straight cuts of the different meats, 
versus these manufactured products like hamburger and processed meats, how 
have the trends been there? 
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Mr. McLEan: The processed meats arise in the main from hogs. From where 
we sit, a great majority of the beef is sold in big pieces. Since hogs have been 
static or declining, it is a little hard to answer that, but I think that as a 
percentage of the total pork meat sold, the highly processed stuff has increased. 

Mrs. MAcINNIsS: Would this mean that in general the volume of the less 
expensive cuts of meat has been increasing in the last five years? 

Mr. McLEAn: No; the other way. 


Mrs. MacInnis: How much of this would you say was affected by the rising 
cost of food? In what way would that affect food products? 

Mr. McLean: I do not know. I find it very difficult to pin cause to effect in 
these matters. 

Mrs. MacInnis: This committee is supposed to find out how it affects the 
consumer and I should think you would know something about this regarding 
meat, because you are dealing with this, and I want to get at your wisdom in this 
matter. 

Mr. McLean: All I can say generally is that the more desirable—if you wish, 
the higher priced or more desirable—cuts or portions of meat have relatively 
taken over more of the load, from the less desirable ones, in these last few years. 
This would be true in both types of animal, hogs and beef. The highly processed 
items in pork taken over more of the percentage of the total in pork. I am afraid 
I cannot tell you why that is true. I can only assume—I guess, like everybody 
else—that with larger incomes and more money, people bid, if you wish, for the 
more desirable pieces of the carcass. 

Mrs. MAcINNIsS: How much would you set down to advertising? 


Mr. McLEAan: In meat, very little. I think you have seen our figures. Meat 
advertising comes to a very small amount of money. 

Mrs. MacInnis: We heard this morning about meat advertising in magazines 
on both sides of the border. There is a great deal of magazine advertising going 
on? 

Mr. McLean: There is some, but it is a very modest amount of money in 
meat. In our own case, for example, our figures in total meat represent about 
.4—a little less than .4 per cent of sales, in meat. In our case—we have the dollar 
figures here—it would be a little less than $14 million. 

Mrs. MacInnis: Surely you must have been aiming, in your advertising, to 
bring about certain trends in meat products? Has it not affected it in some way? 

Mr. McLEAN: It may be that this is an admission of being a follower rather 
than a leader, but generally speaking the fact is that you spend your advertising 
on the things that show a tendency to move. Advertising, generally speaking, is 
not invested to move things that are difficult to move. In other words, you spend 
your money where the success is easier to achieve. So I think the advertising 
follows the preference rather than leads it. 

Mrs. MacInnis: You are saying that you are not, in general, trying to create 
trends by processing your foods? 

Mr. McLEAn: I would say not. 

Mrs. MAcINNIS: You would say you are following the trend rather than 
changing? 

Mr. McLEAN: One cannot make a categorical statement either way. I 
suppose that there is a tendency to create new trends, every time there is a 
development of a new package or something like that, that might create a trend. 

Mrs. MacInnis: We were told this morning, regarding a certain type of 
bacon from one of your competitors, that they had deliberately gone out to 
create and promote. Do you do that sort of thing? 

Mr. McLEAn: Yes, from time to time, on new products. 
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Mrs. MAcINNIS: How much of this changing trend do you set down to the 
fact that there are more women working at jobs outside? How much account do 
you take to their wanting a more readily prepared and more quickly prepared 
foods? 

Mr. McLean: I cannot assess that but I think it has to be a factor. Certainly, 
I think people want to spend less time on preparation; and if they have got the 
money they appear to be prepared to pay for that service. 

Mrs. MAcINNIs: You would say that this would add to the cost of living? 

Mr. McLEAN: Yes. 

Mrs. MacInnis: It would add to the cost of living? 

Mr. McLEAN: Yes. 

Mrs. MacInnis: Another witness yesterday said, in his brief, that he 
considered this changing of the bacon package, in order to show the strip, to be a 
waste of money and a bad thing to do? 

Mr. McLean: I think it was a very constructive move, myself. We have been 
trying for a long time to find some common agreement, between the Food and 
Drug Department, and the Consumers Association, and the meat packers, to find 
a solution which was practical for the meat packers, that would not cost the 
industry a fortune to do, and that satisfied the natural desire of the consumers to 
see what they were buying, and to satisfy the food and drugs authorities. I was 
very glad to see the question settled at least to everybody’s partial satisfaction. 

Mrs. MacInnis: Take the case of when there is a woman buying in 
supermarkets—and I am one of them. In the case of something being marked 
“No. 1”—-when a witness was replying yesterday he gave me the impression—I 
am not going to put words in his mouth—that there was no necessity to see 
inside that package, because the quality would be all uniform, anyhow. He gave 
me that impression—that is, if it was marked “‘No. 1”. 

Mr. McLean: Of course, that is not true. Unfortunately, we did not design 
the pig, and we have not much control. 

Mrs. MAcINNIsS: Do you think, then, that it is a justifiable thing that a 
woman should see, even if the grade is marked on the outside? Do you think they 
are justified in wanting to see what they are buying in the package; or is it 
good enough to say that it is marked Grade A or Grade B and they do not need 
to see what is there? 

Mr. McLean: Are we talking about bacon, or on the general principle? 

Mrs. MAcINNIs: I was talking about bacon. Stick to bacon. 

Mr. McLEAn: I think it is justifiable. 

Mrs. MacInnis: The consumers will be glad to know that. 


Mr. McLean: I asked especially whether we were talking about bacon or on 
the general principle. The reason I asked is that the question might come up 
whether we should have plastic hoods on motor cars, so that one could see what 
kind of spark plugs are inside. It is different for various products. 


Mrs. MacInnis: The general question I have in mind relates to supermar- 
kets, to get this clear, especially when you want to see what you are getting. 
When the meat arrives, it is packed at the retail level in some cases. 


Mr. McLEANn: Certainly, some fresh meats are, yes. 


Mrs. MAcINNIS: Does it add greatly to the cost to have the meat visible, or 
does it not? 


Mr. McLEAn: I would have to say no, in the case of bacon. It is easier to talk 
about one specific thing. In the case of bacon, I would say no, it would not add 
much. If it had started that way in the beginning, it would have added nothing. I 
do not think that inherently it would mean making the bacon any more costly, 
but it did add something to the immediate cost because in fact the machinery 
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that the industry owned had been bought for doing it a different way, and that 
machinery either required replacement or modification. So it might add some- 
thing to the immediate cost, and it also adds a considerable amount, from the 
point of view of the manufacturer, to the cost, because he is trying to run out of 
the old packages at the right moment and not be stuck with obsolete inventory. 
This is nothing, if you spread it, it means nothing to the consumer; it would 
amount to such a small fraction of a cent per pound that you could not find it. 
But in the case of an individual company, you can think of his being faced with 
writing off something like $30,000 or $40,000 in obsolete packages. Inherently, it 
is not more expensive. 

Senator CARTER: Most of my questions have been covered already by others. 
Is there a very great difference in the cost of putting up half pound packages as 
compared to one pound packages? Is there much of a cost increase? 

Mr. McLEAN: Yes. In the case of bacon, it costs 44 cents per pound more 
to put it in half pound packages than in one pound packages. 

Senator CARTER: Do you put it up in packages smaller than half pound? 

Mr. McLEAn: No. 

Senator CarTER: I think you said earlier that you have a home economist? 

Mr. McLEAN: We have several. 

Senator CARTER: Are they spaced around Canada? 

Mr. McLean: They are mostly in Toronto but they travel a lot. 

Senator CARTER: Do these people try to educate the public as to the food 
value of the various products? 

Mr. McLean: Yes. I do not know whether we have done as much as we 
should in that area, but the answer has to be yes. They operate cooking schools 
where food values are discussed. We publish cook books in which this is 
discussed. I do not want to mislead the committee into thinking this is a major 
effort. I think that probably we should do more, but we are certainly conscious of 
the problem and we do something about it. 

Senator CARTER: Do any of your employees, or do the home economists, 
follow your products through the retail outlet to see what happens to the 
housewife? 

Mr. McLean: No, the home economist would not, but our salesmen report 
back to us. They are in the areas and they are the logical people to get reports 
from. 

Senator CARTER: You do get reports about your products? 

Mr. McLEAN: We do not maintain a continuous and detailed survey of retail 
prices, because this would be a costly operation; but we do maintain certain price 
surveys from time to time on different products. In one case that I remember I 
can recall discussing with one retailer that I thought the markup on one of our 
products may be a little out of line, compared to the competitor’s product; and 
after looking into it, he agreed with me and changed it. 

Senator CARTER: You have information that would indicate that there are 
some very serious discrepancies in markups as compared with your product? 

Mr. McLEAwn: I am sorry— 

Senator CARTER: You have information that there have been very high 
markups, very high retail prices, in some products, as compared with your own 
selling price? 

Mr. McLean: No, I do not think I can say that, because it is too difficult for 
me to define what a retail markup is. I have little or no knowledge about the 
expenses of operating a retail organization. 
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Senator CARTER: Do you get enough information to make a comparison 
between the price at which the retailer is selling your product and the price 
at which you sold it to him? 

Mr. McLEAN: We look at the retail price on some, to know what he sells for. 

Senator CARTER: Do you get that flow of information coming in to any 
extent? 

Mr. McLEAn: I said that we do it from time to time on certain products and 
on certain items. We do not canvass every retailer, of course. When you ask the 
question whether that is a high mark-up or not, the difficulty comes in knowing 
the standard by which to judge it. I can only say that I know nothing about 
operating a retail organization. 

Senator CARTER: Why do you solicit this information? What use do you 
make of this information? 

Mr. McLEAN: Well, I think I have already said that, if we found—and this 
has happened to my personal knowledge in one instance, and I presume in many 
more—that one particular retailer was taking a much higher mark-up than other 
retailers of similar size and character, then I think we would be awfully tempted 
to talk to him about it and ask him why. We would have no control over the 
situation, of course, but I want to be sure that this is understood correctly: I do 
not suggest that any retailer that I know of would resent such an approach. I 
think he would welcome it. 

It may be lack of information in a particular area on the part of the retailer 
or it may be errors in pricing. It may be all sorts of things. 

Senator CARTER: Just one more question, Mr. Chairman. Have there been 
many advances in recent years in the technology in processing your products? 

Mr. McLEAN: Yes, very substantial advances. 

Senator CARTER: You do not cure hams as you did five years ago. 

Mr. McLEan: Not at all in the same way. Well, five years may be the wrong 
time period to pick. I would feel safer about that question if you said 10. 

Senator CARTER: Would that apply to bacon and to other products? 

Mr. McLEAN: Yes. 

Senator CARTER: In other words, you are continually experimenting with 
new methods of curing? 

Mr. McLEAN: Yes, we are. 

Co-Chairman Senator CROLL: In what respect has the consumer benefitted 
from this automation? 

Mr. McLean: I think, sir, in the respect that our production costs would be a 
great deal higher than they are now if we had not done this. Now, I do not 
suggest that on the average this has lowered the price, but it has held prices 
pretty steady and in some cases has lowered them even in the face of substan- 
tially higher costs. 

Co-Chairman Senator CROLL: If you look at the index, you will notice that 
in areas of little automation there has been an increase which is not comparable 
to that which has come in food, where you do have automation. Where are the 
benefits? 

Mr. McLean: Well, I would suggest, sir, that a good deal—may I see the 
indexes, please? 

Co-Chairman Senator CROLL: Here, you may have my copy of them. 


Mr. McLean: I happen to have the indexes plotted, and they are easy for me 
to look at. In the meat portion of food, with which I am most familiar, the prices 
held relatively steady for a period of time, but the index has gone up very 
sharply in the last year and a half, or thereabouts. In a sense it is catching up to 
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other things that happened before. I am not sure just why that is so. I have tried 
to demonstrate here that a major portion of the answer to this is in the cost of 
the raw materials. 

Now, I do not want you to interpret me as saying that the farmer is getting 
too much for his livestock. I do not believe that for one moment. However, I do 
believe that the only genuine and meaningful way to try to control these prices 
is to try to promote efficiency in lowering costs at every stage, starting with the 
producing of the animal, the feeding of the animal, the expenses in the pack- 
inghouse, the expenses of distribution, the expenses of the retailers and the 
expenses right through the piece. 

Now, there has been a very dramatic example of this in the chicken 
industry. My time periods may be a little off, but six or eight years ago in raising 
broiler chickens, a good feeder raising broiler chickens could produce one pound 
of live broiler chicken weight by feeding about 3 to 3.2 pounds of feed. Today, if 
a man does not do as well as one pound of live weight for feeding two pounds of 
feed, he is a poor grower. 

Co-Chairman Senator CROLL: We are getting away from the point. 

Mr. McLean: This is what I was getting at. 

Co-Chairman Senator CROLL: No, no. We have been told time and again that 
automation has had a great effect upon the farmer. It has brought down his costs 
and he is now highly automated. That is the producer. 

Senator THORVALDSON: They do not agree with that in the livestock business. 
You were talking about the grain business. 

Co-Chairman Senator CROLL: I am talking about grain, yes. I am getting to 
the point. Now, I am not going to compare housing, particularly, but clothing 
makes a good comparison. Well, as a matter of fact, the increase this year in food 
has been almost twice to three times the increase in any other product. 

You have part of the food industry and you are highly automated. 

Mr. McLean: Let me make a couple of qualifying statements about the 
index figures, and I am not casting doubt on them. This is not what I am trying 
to do. However, concerning food, I am not entirely convinced that we are 
comparing the same things. We have talked about packaging, we have talked 
about serving in smaller pieces and we have talked about what is called the 
built-in maid service in food. 

All of those increases show up. 

Co-Chairman Senator CROLL: Not on the index. 

Mr. McLEANn: I am not sure about that. 

Co-Chairman Mr. Basrorp: Allow the witness to answer. 

Co-Chairman Senator CROLL: Go ahead. 

Mr. McLEAN: If Iam wrong, I would like to know. 


Co-Chairman Senator CroLL: Well, I am telling you that that is not on 
the index. 

Mr. McLean: In that case I am wrong. 

Co-Chairman Mr. BasrorD: Have you another question, Senator Croll? 

Co-Chairman Senator CROLL: I was asking the question and I wanted an 
answer if possible. I thought perhaps Mr. McLean would have an answer. 

Mr. McLean: I am sorry if I am not being very helpful, but it is a very 
complicated question. 

Co-Chairman Senator CroLt: If we had more witnesses like you we 
would know more about this problem than when we first started. You have been 
most helpful to us and we are thankful to you. Have I got him for a minute? 


Co-Chairman Mr. BasrorD: No, you have not. 
25155—6 
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Co-Chairman Senator CroLL: All right. I will come back later. 
Co-Chairman Mr. Basrorp: Have you concluded, Senator Carter? 
Senator CARTER: Yes. 


Mr. SALTSMAN: Mr. McLean, I was very interested in your remarks concern- 
ing reducing expenses in the industry as a way of helping the consumer. I think 
that is a very pertinent remark and is probably central to everything we are 
doing here. I would like to go back and resume this line of argument. I will go 
back to the question of advertising. 

When you were questioned about reducing your own advertising, you 
indicated that the loss of market position, the reduced volume, would have the 
effect of increasing costs because you reduced your advertising. Now, we can 
accept this where one person in an industry reduces advertising while the 
others do not. 


Mr. McLEan: Right. 


Mr. SALTSMAN: The question I want to put to you now about that is this: 
suppose that everybody in the industry reduced advertising by a certain 
percentage; would this be refiected in savings to the consumer? 


Mr. McLean: I think I would have to say that it would be reflected 
immediately, yes, like tomorrow or next week or next month. Whether it would 
be reflected in the long run, I do not know. This has been a subject of discus- 
sion among economists and advertising people for many years. . 

I think that there is a fair consensus of opinion in that advertising does in 
fact expand total markets as well as alter shares of markets, but how much it 
does of each and in what circumstances is almost impossible to determine, you 
know. 


Mr. SALTSMAN: Of course, the great North American myth is that advertis- 
ing reduces costs. 


Mr. McLEan: As a pragmatist I must say that the North American myth has 
worked pretty well. It is the country that has the highest standard of living in 
the world. 


Mr. SALTSMAN: It has worked very well, but like any good thing it has been 
overdone. In particular cases, suppose your company, along with all other 
companies, for argument’s sake, had to reduce its advertising budget by 20 per 
cent; how would this affect the consumer? 


Mr. McLean: Well, you can see how it would work in our case, if you want 
to work it out arithmetically. I do not know if it would work out exactly 
arithmetically; I would not be able to tell without a great deal of study. 
However, on meat products, for example, our advertising cost is .38 per cent of 
sales; and let us suppose that on meat products our average selling price is 50 
cents. This is not right, but it is within the ballpark. Therefore, .38, or, for the 
sake of argument, let us say .40 per cent of 50 cents is .2 cents. Therefore, if we 
reduce that by 20 per cent, it would save 20 per cent of .2 cents, which would be 
.04 cents per pound. : 


Mr. SALTSMAN: Your overall advertising cost is somewhat higher than that, 
however. But when it comes to the marketing of meats advertising plays some 
small role. 


Mr. McLean: On the overall picture you can. do the same exercise on .7 
instead of .4. 


Mr. SALTSMAN: On this question of packing of bacon, we have had the 
packaging altered. What should be the objection from the consumer’s point of 
view, if instead of having machinery which slices the bacon and spreads it out so 
only the red meat shows and then the paper is wrapped around the rest of it, the 
bacon were simply sliced like corn beef, let us say, and put into the appropriate 
package and sold that way. 
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Mr. McLean: I am not sure what you mean by “sliced like corn beef.’’ Do 
you mean stacked? 


Mr. SALTSMAN: Yes. 


; Mr. McLEAN: You would still only see one slice, but as it is now you see one 
slice plus part of the others. I would have thought that would be preferable to 
seeing only one slice. 

Mr. SALTSMAN: You only see the red portion. 


Mr. McLEAN: That is not correct. You can see the complete slice. I do not 
think you have examined the new package. 

Mr. SALtsMAN: If it were off the belly, would not one slice be fairly 
indicative of the rest of the bacon? 

Mr. McLEAN: No. This is the great difficulty. If that were so, the whole 
problem would be very simple. Unfortunately, that is not so. 

Mr. SALTSMAN: You have to sort the bacon as it comes off the machine? 

Mr. McLean: No, we do not. What we do in our plant is this: First of all, the 
bellies are graded initially. They are graded for size, thickness and conformation 
and so on. Certain of them are downgraded; the downgraded bellies are then 
selected for some grade of bacon other than No. 1 grade. 

In other words, you do not get any No. 1 out of the downgraded bellies. 
However, the ones suitable, or some portion of those bellies suitable for No. 1 
grade, are sliced through from end to end, and the bacon comes off on a shingle, 
as you know. 

You then grade at that point. You may take from one belly so many inches 
out of the centre for Maple Leaf brand bacon and so many more inches will find 
their way into Devon or Jubilee bacon. 

In the next belly you might get more out of the centre or less. These are 
highly individual animals. 

If it was true that it was possible to demonstrate the average quality of a 
whole package of bacon by one slice, then the problem would be very simple, but 
unfortunately it is not true. This has been the great problem, and getting the 
solution to it is not easy. 

I do not think the solution we have is perfect, but it is better than what 
we had before. 

Mr. SALTSMAN: In answering previously you indicated that the grade of 
bacon, or the government grade of bacon, is not a real indication. 

Mr. McLEAN: There is no government grade on bacon. 

Mr. SALTSMAN: There is no government grade on bacon? 

Mr. McLean: No. 

Mr. SALTSMAN: Could there be a government grade on bacon to perform the 
kind of function that is now being performed by the necessity of having to put it 
in this kind of package? 

Mr. McLEAN: Yes, there could, of course. However, it would not get over 
that objection at all, because the bacon is still variable. And, you know, I am 
still an admirer of the North American myth. I am not much in favour of gov- 
ernment grades on bacon. I would like people to know that when they buy 
Maple Leaf bacon they are going to find it good and will be satisfied. 

We operate in many fields involving government grades. They are useful. 
But they are not necessary in every field. In this particular field I prefer to have 
a chance to develop a reputation as a manufacturer, and I would prefer to have 
the grading standard under my own control and be able to control what I put 
into my top brand of bacon. Maybe it is a better grade than the government’s 
top brand. 

Mrs. MacINnIs: Providing it is visible. 
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Mr. McLean: We are working on that. 

Mr. SALTSMAN: Are you familiar with the paper delivered by Mr. Child 
to the packers group? 

Mr. McLean: To whom? 


Mr. SALTSMAN: He delivered a paper, which was subsequently given to this 
committee. His paper was called The Economic Challenge to Our Industry. 

Mr. McLean: No, I am not familiar with that paper. 

Mr. SALTSMAN: In his paper Mr. Child says that the industry appears to be 
inefficient and operates at about 75 per cent of its capacity and sometimes at only 
50 per cent of its capacity. 

Mr. McLEAN: Was he speaking for the industry as a whole? 

Mr. SALTSMAN: I think at the time he was speaking for the industry, yes. He 
was addressing the annual meeting of the Meat Packing Industry. 

I believe he was representing that industry at one time. 

Mr. McLean: I think you would have to admit that he was only giving his 
opinions. My opinions are slightly different. I do not think the industry is 
inefficient. I am bound to say I think that it could be a great deal more efficient, 
and it is becoming more efficient all the time. 

However, in comparisons that we have been able to make of our own 
company with American firms, British firms, and Australian firms, I would say 
that the Canadian industry stands up very well indeed on the subject of 
efficiency. 

Mr. SALTSMAN: To what extent does this excess capacity exist in the 
industry? 

Mr. McLEAN: Well, this is a very difficult subject to define, because livestock 
are not delivered in even quantities over the year. Therefore, by definition you 
always have some excess capacity at the time of the year when the livestock is 
delivered in lesser quantities. 

The pattern is now changing. It used to be that there was a great flow of 
livestock in the fall and very little at other times of the year. In such a case 
you always had to have plants capable of handling the flood of beef in the fall, 
so to speak. That is changing. Livestock is evening out over the year. It is still 
not even yet. 

But how you would identify it in terms of a percentage figure, I am not sure. 
How you would distinguish between what is genuine excess capacity and what is 
merely capacity necessary to take up a sometime peak is a difficult question. I 
think there is a reasonable demonstration that there is certainly some excess 
capacity. We were not operating for a little over three months this summer and 
there may have been some disruption, but in the main the livestock were 
handled. 

Mr. SALTSMAN: But the excess capacity over and above what you need for 
seasonal fluctuation, would that not tend to increase your operating costs? 

Mr. McLEan: Yes. 

Mr. SALTSMAN: And to that extent would it not affect the efficiency of the 
industrial structure. 

Mr. McLEan: Yes. 


Mr. SALTSMAN: I have a statement here which I will read. It comes from a 
paper given by Mr. A. J. E. Child entitled “Economic Challenge to our Industry”. 
From the standpoint of a nation as a whole, an industry should be a 
Single unit not a scattering of fragments completely isolated from each 
other. A complete isolation of all the components of an industry cannot 

help but be inefficient. 
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Mr. McLEan: With respect, I would want to read that in the context of the 
whole. I heartily disagree with it. 


Co-Chairman Senator CROLL: But I think it was directed to the industry 
particularly where it was needed very badly. 

Mr. SaLtTtsmMaAN: My final question, Mr. McLean, and I may say that I 
think you have been extremely good and helpful to this committee, is this: 
Would you care to give me your personal observation of why the cost of living 
has increased that much more in the food industry? 

Mr. McLean: I failed on that once dismally, and I would hate to try it again. 

Mr. SALTSMAN: I thought I would take another run on it. 

Co-Chairman Mr. BASsrorpb: Mr. Horner? 

Mr. Horner: Mr. McLean, with regard to packaging again. If I bought Maple 
Leaf weiners in Ontario, would the composition going into that weiner be the 
same as one manufactured say in Calgary? 

Mr. McLEAn: Not necessarily. There is a range within which we will operate 
on composition and not locally. You have mentioned Calgary, and the price of 
acceptable raw materials in Calgary might be relatively different from say in 
Toronto. We have certain specified limits. 

Mr. HornER: Would that be true of hamburger? 

Mr. McLean: No. The only one ingredient in hamburger is beef. 

Mr. Horner: In all ground hamburger? . 

Mr. McLEAN: There is only beef. You can vary the percentage of fat and lean 
for sure. I can see some people in this room who could answer better than I can 
but there may well be some regional or local preferences or habits so that there 
may be more fat in the hamburger—this is sheer guesswork—in the Maritimes 
than in Vancouver. 

Mr. Horner: What canned meats do you put out, such as Spam, Prem, 
Spork? 

Mr. McLEAN: You have named all the wrong brands. 

Mr. Horner: What brands do you put out? 

Mr. McLean: In the luncheon meat style you have mentioned, Klik and 


Mr. Horner: Would the composition of those meats be very much the same 
across Canada? 

Mr. McLEAN: Yes. 

Mr. Horner: Exactly the same? 

Mr. McLean: No, but very close. They also vary, but very much less in the 
case of Klik, which is a pure pork luncheon. 

Mr. Horner: One other question. I have read somewhere that in storehouses 
now processed meats are down 24 per cent from what they were a year ago. 

Mr. McLEAN: Which is down? 

Mr. HornzR: Meat in stores today; in other words, in warehouses. Is this 
figure relatively correct? 

Mr. McLEAn: I am sorry, I cannot answer that. 

Mr. Horner: What about in your plant? 

Mr. McLEAN: I cannot answer that either without getting the figures. I think 
our inventories would be substantially less. After all, we have only been 
operating for four weeks since a strike. I think your figures are for freezer 
storage of meat, which is generally the large bulk in the form of pork cuts which 
are stored in the fall and winter during the season of heavier production for 
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processing into cured meats during the summer. I think you are right that the 
freezer storage of pork is down from last year, but I don’t know. 


Co-Chairman Mr. BAsrorp: This is a supplementary. What is your margin of 
profit on canned meats relative to the rest of the packing business. 


Mr. McLEANn: I can get that for you but I cannot quote it out of my head. It 
would be higher than on fresh meats, but I would be guessing. Of course, I 
have not the habit of looking at recent figures, because we haven’t had any. 


Mr. HORNER: Would it be correct to describe that canned meat as the most 
profitable line in the business? 


Mr. McLEAn: No, it wouldn’t be, I would say. 

Mr. HORNER: What is? 

Mr. McLEAn: In the business? 

Mr. Horner: No, in the meat packing business. 

Mr. McLEan: I don’t think I can answer that. Do you mean on margin per 
pound basis? 

Mr. HORNER: Yes. 

Mr. McLean: I would think that canned meat would come close. It might not 
be the most profitable but I think probably it would be on a per pound basis. 

Co-Chairman Senator CROLL: We have asked all the major packers to 
answer this question, that is to give a statement covering both hogs and cattle 
and what they actually paid for carcasses during the first week of February 1965 
and of 1966, and the last complete week of October 1966. They were also asked to 
state for these periods their wholesale prices for the major goods which you are 
offering. Will you make a note of that? 

Mr. McLEAn: Yes. I will discuss it with Mr. James to get a little more 
definition. 

Co-Chairman Senator CROLL: Let me get back to one more question. Be- 
tween you and Burns and Swift you have, broadly speaking, 65 to 70 per cent of 
the market in Canada? 

Mr. McLean: No. 

Co-Chairman Senator CROLL: What do you say it is? 

Mr. McLEAN: I am guessing; I am in the field of guesswork. If I had to 
hazard a guess I would say— 

Co-Chairman Senator CroLut: Take 28 and add to that two more figures 
and what do you get? 

Mr. McLEANn: Oh, between 50 and 55. 

Co-Chairman Senator CROLL: All right, let us have 55. 

Mr. McLean: But this is a guess. 

Co-Chairman Senator CroLL: Now, in the course of the evidence before us 
the retailers told us that they had a method of mark-up. Some of the I.G.A. 
group and the wholesalers told us they had a method of mark-up and we quite 
understand that. You tell us that you cannot tell us what the mark-up is. What- 
ever it costs you try to sell for something more than that. 

Mr. McLEan: Right. 

Co-Chairman Senator CROLL: So in the end what you do is, you fix the price 
to suit the market. 

Mr. McLEANn: We ask a price. Whether we get it or not is another question. 

Co-Chairman Senator CRoLL: But you finally do get some price within a 
market. 

Mr. McLean: Right. 
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Co-Chairman Senator CROLL: The witness this morning told us that their 
method of mark-up was to get the greatest number of dollars; and another one 
finally said they would get as much as they can. They, too, were fixing a price 
within a market. Is that correct? It lends itself to that interpretation, does it not? 

Mr. McLean: Not to me, sir. 

Co-Chairman Senator CROLL: What is your interpretation, then? 

Mr. McLEAn: Well, the term “fixing the price within a market” is not 
descriptive of the process which takes place. Let us take beef, because it is 
simple and we do not have to worry about processing costs too much. We buy 
cattle. We know how many cattle were slaughtered in an area last week and try 
to estimate the supply of meat in that area. We buy cattle now which we are 
going to sell a few days hence. We try to estimate at what price will the market 
absorb the volume, available a few days hence, and therefore we try to buy ata 
price with a profit on that basis. But it is not fixing the price. We frequently 
misjudge this and may in fact be wrong, and the market might be stronger than 
we think and may make a dandy profit; but on the other hand our estimate of 
the supply may be wrong and we may finish up with a shocking loss. But this 
is a long way from fixing prices. 

Co-Chairman Senator CROLL: But somebody fixed the price of the article. 

Mr. McLeEAn: It is fixed by negotiation. 

Co-Chairman Senator CROLL: With the consumer? 

Mr. McLEAN: With the retailer. 

Co-Chairman Senator CRoLL: But in the end you do not sell the article 
unless you are satisfied to sell it at such and such a price. 

Mr. McLEan: Oh, yes, we do. We have to sell the article, we cannot let it rot. 

Co-Chairman Senator CROLL: Finally a price is fixed for the article. 

Mr. McLEAN: A price is agreed upon. 

Co-Chairman Senator CROLL: You and the retailer agree upon a price for 
the article. 

Mr. McLean: Right. 

Co-Chairman Senator CROLL: Now, is that the custom throughout the trade? 

Mr. McLeEAn: Yes. 

Co-Chairman Senator CROLL: That in each case you and the retailer agree? 

Mr. McLEAN: Right. 

Co-Chairman Senator CROLL: Where does the consumer stand in it? You two 
have agreed that the article will sell for X dollars or cents. What position has the 
consumer in this? 

Mr. McLean: In the final analysis, in the immediate sense you are talking 
about I will have to say that the consumer has no position. The retailer buys 
from us. We have agreed to sell for this and the retailer has agreed to a price, 
and he puts the mark-up to cover his expenses, of his store, and so on. That is the 
price the consumer is charged, and in the immediate short run sense that is true. 
In the long run sense, the consumer has the most potent effect on the price 
because he will switch from beef to pork, or perhaps to porridge, cheese or other 
foods. So that means that this will affect the demand situation to an extent that 
the price will have to be lowered if the articles are going to move; and the 
characteristic of meat articles is that they must move. It is not just a choice of 
whether you sell, but what price you put on to move the available supply. 

Co-Chairman Senator CROLL: Of course I realize what you are saying, but in 
view of the fact, and the figures are here, that the price of bacon went up and up, 
and the people complained, they were buying nevertheless—they had been told 
this was the thing to do and they continued to buy it. 


1124 JOINT COMMITTEE 


Mr. McLean: They were buying less of it; that is why the price went up, 
because there was less to be offered. 

Co-Chairman Senator CROLL: Less to be offered? 

Mr. McLEAN: Yes. 

Co-Chairman Senator CROLL: Your cost was less at a certain time and the 
retail price was higher at that time. 

Mr. McLean: I am sorry, sir, but that is not quite right. At the time you are 
talking about we were not operating, it was not our price. 

Co-Chairman Senator CROLL: Perhaps you were not operating but the others 
were and if you had been there you probably would have been operating in the 
same way. 

Senator THORVALDSON: Mr. Chairman, perhaps that is the reason why the 
price of bacon did go up as it did for a few months, because there must have been 
a shortage of bacon at that time and perhaps that shortage could have been 
caused by the fact that Canada Packers Limited were out of business for a period 
of a few months. Isn’t that the answer? 

Mrs. MAcINNIs: Why is it still up? 

Mr. McLEAN: It is on its way down. 

Co-Chairman Senator CROLL: To some extent there is a basis for saying that, 
but at the same time I checked two or three times— 

Co-Chairman Mr. BASForp: I think we are having a debate here and should 
be having an examination. 

Co-Chairman Senator CROLL: No. I do not think that Canada Packers goods 
were ever off the shelf during all the time they were not operating. 

Mr. McLEAN: That is not so, sir. They were completely off the shelf. You 
don’t keep meats on the shelf for three and a half months. 

Co-Chairman Mr. BASFoRD: Have you another question, Senator Croll? 

Co-Chairman Senator CROLL: In any event, you say that in so far as meats 
are concerned the price is usually fixed between yourself and the retailer. 

Mr. McLEAN: That is a question of bargaining. 

Co-Chairman Senator CROLL: Yes, and it carries through the industry. 

Mr. McLEAN: Well, the bargaining process is carried through the industry. It 
is an individual transaction. This is a habit of the industry. 

Co-Chairman Mr. Basrorp: If there are no further questions, I want to 
thank you most sincerely, Mr. McLean for appearing with Dr. Clark on behalf of 
your company and for the brief you have presented this afternoon, and also for 
the lucid answers you have given to the questions, which have been extremely 
helpful. 

The committee adjourned. 
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20 24,00 2.0% 41 Wy Laat 
27 24.00 42.00 41s Wy 429 1. 
Apr. 3 24.00 42.01 “1s U4 4223 
10 24.00 42.01 ra 434 Woes 
17 24.00 42,03 414 434 4223 
ou 24,00 HO OL 41s 43s 42,3 
May 1 24.00 41.63 414 43 42,2 
24,00 41.59 41g 435 42.2 
15 DIO L257 42 42.6 
pe? 25.00 43.55 yas HS 43.6 
29 25.88 YL, 56 434 LG Wu.6 
June5 26.22 HU. 62 1d 63 45.0 
1? 27200 45.56 45 ry) 46,0 
19 27,00 he, OL 5s 48 46.6 
26 27 00 45.60 LS 47 “46,1 
July3 27,00 45,56 YS Ay) 46.0 
27-00 45.60 452 “IS 46.2 
1 27.00 45,53 454 49 46.0 
24 26.67 15250 U5s ry] 46.0 
31 26.50 aS aye 45 U7 45.9 
hug. 7 26.50 45.53 45 ry 45.9 
i 26.50 45.51 Yad 46 45.6 
21, 26.00 45,03 433 LE Loe 
28 26.00 Wo. 51 424 “6 YY, 9 
Sept.4¥ 26.00 Yo, 53 434 46 45.0 
1 26.00 WY, 51 434 6 UL.7 
18 25.50 YU. 50 43 46 “WU. 7 
25 25.50 YU. O5 42 45s YL. 5 


25155—74 


1128 


CDA 
LIVE 
CHOICE 


STEERS 


JOINT COMMITTEE 


PAGE 2 


APPENDIX "ct 


SWIFT 
AVG. SELLING 
PRICE * 


CHOICE CARC. 


CDA REPORTED TOR. 
CHOICE SALE PRICE 


LOW 


HIGH 


AVG. 


W.E. CDA 
LIVE 
CHOICE 
STEERS 
Sept. 3 26, 86 
10 26.50 
17 27,36 
ce 27.92 
Octel 28.00 
8 27.88 
15 eT) 
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PAGE 3 


SWIFT 
AVG.SELLING 
PRICE * 
CHOICE CARC. 


46.49 
46.07 
47,09 
48, 06 
48.16 
47.93 
47. SU 


* Delivered Store Door Chain Stores, Toronto 
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CDA REPORTED TOR. 
CHOICE SALE PRICE 


LOW 


HIGH 


AVG. 


48,20 
48, 30 
48, 30 
48.80 
48.80 
48,20 
47.60 
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APPENDIX D-1 PAGE 1 SWIET 


SWIFT FRESH PORK SELLING PRICES 
DELIVERED CHAIN STORES - TORONTO 


PERIOD W/E NOV .7/64 - OCT,29/66 


PRICE PRICE FRICE IRICE 
WE. LOINS N.Y. SHOULDERS WE. LOINS N.Y. .SHOUL 
Nov. 7 1964 50 ol Nov 6 66 46 
14 50 61 bs: 64 46 
Pi}, 50 30 20 644 47 
28 50 3 27 65 48 
Deo. 5 49 30% Dec, 4 65 49 
12 49 a2 LL 65 Be 
19 50 32 18 65 oe 
26 48 32 25 64 53 
Jar "20-2965 47 G2 Joi. 1 1966 63% XG 
9 oe 32 8 64 ex, 
16 48 oe is 63 ae 
23 47 32 2 634% oo 
30 48 2 29 65 a) 
Feb, 6 49 33 Feb. 5 66 54% 
13 49 35 12 66 544% 
20 50 36 19 664% = 
oo 49 15) 26 66 56 
Mar. 6 49 35 March S, 65 oo 
13 48 a5 12 61% 54 
20 48 35 19 58 50 
eae 47 34 26 55% 46 
Acre 3 47 34 April 2 5444 43% 
10 46 34 9 544 41 
Lt 45 33% 16 52 40 
24 45% G3 23 52 40 
May ag 45 ee) 30 52 40 
8 4544 33% May vi 52 39% 
Ns 45% 33 14 52 40 
22 47 a3 2) 56 42 
29 49 33% 28 64% 47 
June 5 Sl 35 June 4 64% 47 
12 Sy 384 ll 64 47 
19 574 38% 18 634 46 
26 61 40 25 64 47 
July 3 604 42 July 2 634% 464 
10 60 41 9 63% 4645 
17 58 40 16 62 45 
24 57 40 me 624 45% 
cal 58 40 30 63 46% 
Aug. 7 59 40 Aug. 6 63 46 
14 58 41 is 63 47 
21 58 41 20 65 474% 
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APPENDIX D-l PAGE 2 SWIFT 


PRICE PRICE FRICE FRICE 
Wei. LOINS N.Y. .SHOULDERS Wr J LOINS N.Y. SHOULDERS 
Sept. 4 58 40 Sept. 5 62 47 
E 58 40 10 624% 47 
18 58 40 17 64% 47 
25 58 40 24 67 47 
OCtn sce 59 41 Cer. 1 67 47 
9 64 43 8 664 46% 
16 65 45 bscd. 66 46% 
23 67 47 22 66 46 
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APPENDIX E PAGE 1 SWIFT 


RELATION HOG PRICES TO 

CERTAIN WHOLESALE PORK CUT PRICES AND PROCESSED 
PORK SELLING PRICES 
PERIOD - NOV/64 - OCT/66 


TORONTO AREA - STORE DOOR - CHAINS 


WEEKS OlH. PL GREEN PREMIUM GREEN F.C.PL.GREEN SMOKED GREEN S.P. 
WKLY.GR BELLIES 17 SLICED HAMS SKND PICNICS HCKLS BOSTON CRYO 


A AVG £8/12 BACON _—s 16 DN HAMS HCKLS _ PICNICS BUTTS COTTAGE 
1964 
Nove *1, 626,76 31 N/Aweik.. (10 *NSive 28 N/Avatl: 3h Wt. Av. 
2 26.00 ay '? LO t 29 Yt 3h ch 
3 By) 06 304 " LO tY 29 Y ah 1 
ee ae ee ee 
1 t 4 " 35 tt 
Dec. 1) 27.47 "loo) " Li) oe 30 " 34a 22 8 
2 26208 294 zy Os " 29 i 3he % 
3 26.87 298 n aoe 29 " 3320=~C«" 
1885 ee O52 293 62 41 504 28 ey 325 a ale, 
ENP abou: 294 62 LO 50% 28 36 322 fale 
2 26)..06 30 62 4.04 508 273 36 33 hh 
Oee 28 08 30 62 42 514 29 37 Syn fia 
ice rae a iS’ og eee oie OV ama 
eb. A 2 502 295 34 37 455 
pee 08,31 - 38, él, 42 508 208 3a eee it 
Sey Bs 333 64, 42 508 29 ao. ae pales 
sash, 4 ib aol a ae 
28% 37 3 49 
Mar. ; At — - ye ee 504 283 te 362 49 
: # 303 283 3a 3 i) 
or ae: ee ers i ee re ae 
Mppe eS 27.72 32% 65 43 5ls 29 4.0 36 49 
2 aH e 325 oe 423 d13 29 | 38 36 49 
ee aes ee me ea cy 
May’) lye 28.74 363 67 43% 514 29 39 36 49 
ie hOa ye 67 Lh 52% 293 39 36 49 
3° = 20.00 392 684 46 55% 313 39 37 47 
BAG sao. Bion ye iss 30k a ae, 
a a O a a 
June 1 3h.25 Ne 78 50 oon s it ee 
zz 3h..87 Li 814 5 63 32 43 he 53 
ie ea at 
2 
July Lay 36.6) Be 33 2 Gk S ne Lage 
ce Ee) 494 83 52) Oh 32 L,3 43 56 
3; 30285 al 83 528 63 33 43 hoe . 56 
4, 36.41 D2 | 81 D258 62 34 43 45 56 
Aue, 1. 25986 524 81 bee ) 62 a5 46 45 564 
Be a ee f 
2 36.02 5h 8h, 52a Ol BN 46 L6 56% 


i an 
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PAGE 2 


WEEKS Osher. “GIEEN PREMIUM GREEN F.C PI. GREEN SMOKED GREEN 96.P. 
WKLY.GR BELLIES #1 SLICED HAMS SKND PICNICS HCKLS BOSTON CRYO 


A AVG 8/12 DAGON L255 16 DN HAMS HCKLS PICNICS. BUTTS COTTAGE 
Auge<3 | 36,64 5h 8h 52 60 3h 45 ‘45 58 
4 37.00 52 87 51 60 3h 3% hy 58 
6 30971 L8 bh 49 58 3h, 133 432 58 
Sept°l 36,46 48 8h L8 58 34 hos hy 58 
2 36528 9 82 L8 57 3hs 24 46 58 
3.- 36927 51 82 48 58 65s hls L7 58 
h 37#21 19 83 L8 58 36 15 L8 58 
Oct. 1 36.66 L8 8h, 48 58 38 48 L9 60 
2. 35969 48 85 L9 58 384 48 50 62 
3 35480 7 8h, 49 59 38 48 50 62 
ie 35305 7s 8h, 47 573 39 50 50 62 
Nov. 1 35.87 L6 82 51 62 led 50 50 61 
2 86578 L6 81 55 674 id 51 53 61 
3 37.89 L7 81 56 70 Ls 53 56 62 
i .38980 50 81 58 71 45 56 568 64 
5 10-07 56 85 60 714 47 57 563 69% 
Dechil 4296 53 91 62 72 15 58 55 694 
2 hEs56 53 91 61 ie 1,3 56 53 70% 
3. high3 53 91 60 72 43 55 5h 69 
yh eyes 53 91 Sonn" 75 13 5, 53 69 
1966 
Tansy OA, hak 53 91 60 1 13 53 518 67 
2 Le 6) 534 90 60 We Pale Se] 51s 66 
are 796 5h 87 61 ay 43 5h 53 65 
Ls W903 5h 89 62 TS 5 56 55 68 
Feb, Lt %3..96 55 99 62§ 75 48 a 58 70 
2 Be 55 99 62 15 48 573 58 71s 
3 43.06 534 95 62 75 4.84 58 58 72 
te) whlgloe ily 53 95 61 73 L8 Dy 55 Ve 
5 39587 51 100 58% 71 L8 Ms 55 70 
tan 8 87.05 47 99 56 67 13 5h 52 68 
2 she Ou. Lh 96 52 67 4,0 53 LO 66 
a) Pees 43 90 50 67 39 50 48. 63 
chia Lk 79 48 64 35 50 39% 61 
Apes), 33512 7% 80 45 60 35 L8 1,0 56 
2 32.90 48 80 45 61 36 18 AL 53 
Bi 30 36 18 88 L.6 60 37 L9 1s 51 
U2 ee i =, 88 47 61 a L9 41 53 
May 84 34.31 7 88 47 61 38 48 Lie nS 
ram ee) 49 86 50 61 LOZA 51 Ly 5h 
3. 37553 503 88 51 61 Ad 52 15 57s 
i 37.60 5h 89 51 «G3 2h 53 1G 57 
ig te, OO 5h 93 50 63 42 53 L6 572 
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WEEKS O.H.P. GREEN PREMIUM GREEN F.C.PL GREEN SMOKED GREEN S.P. 
WKLY.GR BELLIES #1 SLICED HAMS SKND PICNICS HCKLS BOSTON CRYO 


A AVG 8/12 BACON 16DN HAMS HCKLS PICNICS BUTTS COTTAGE 
June 1 38.27 54ZA 3 493 63 42 53 47 583 
2 ° 38324 5h 93 483. 63 i,2 53 49 593 
3 38.45 53 91 48 61 4,04 53 49 603 
bh (27569 52 91 7 61 40 Es 49 613 
July 1 35.55 51 91 kph. Ge 38 53 49 613 
2 34.80 51 91 49 62 37 53 49 615 
a 34543 i 92 ay 64 37 53 op 63% 
4 34.69 5a 94 51 65 6 53 53 664 
Migcah 23555 56 95 51 66 363A 53 56 682 
SY, 57ah 98 52 66 37 5h 57 733 
a Sag 57 104 51 67 36 5h 57 73% 
ee eter, 55 103 L63A 67 35nA 5h 55 a9 
B 133286 53 103 45 67 35 eal 558 oye 
Sepice 33576 5h 103 45 67 35 51 a5 73 
2 633552 BULAN ~1G3 L6 67 36 51 55 73% 
case XE 53 103 62 63 373A 51 5h3 7a 
h | 38229 503A 9-98 47ZA 63 39 53 re 7 
Costa 31800 50 98 473A 63 393A a 514A 68 
@ 33560 L9 ok LO 64 41 5h, rye 67 
3: 33429 47 9 48 63 Al 5h, he) 67 
33878 45 93 L,7 63 39 53 46 67 
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OFFICIAL REPORT OF MINUTES 
OF 
PROCEEDINGS AND EVIDENCE 


This edition contains the English deliberations 
and/or a translation into English of the French. 


Copies and complete sets are available to the 
public by subscription to the Queen’s Printer. 
Cost varies according to Committees. 


LEON-J. RAYMOND, 
The Clerk of the House. 
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